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PROJECT AUTHORIZATION

Name of Country: Peru

Rame of Project: Private Voluntary Family Planning Services
Expansion :

Number of Project: 527-0335

1. .Pursuant to Section 104 of the Foreign Assistance Act of 1961,
as amended, I hereby authorize the Private Voluntary Family Planaing
Services Project ("Project") for the Proyectos en Informatica,
Salud, Medicina y Agricuitura ("PRISMA") in Peru involving planned
obligations of not to exceed Two Million Two Hundred Seventeen
Thousand Three Bundred and Two United States Dollars ($2,217,302) in
grant funds ("Graut") over a one Yyear period from date of
authorization, subject to the availability of funds in accordance
with the A.I.D. OYB/allotment process, to help in financirg foreign
exchange and local currency costs for the Project. The planned life
of the Project is twelve months from the date of initial obligation.

2. The Project consists of a Cooperative Agreement with PRISMA (the
*Implementing Agency”), a Peruvian private voluntary organization
("PVO") registered with A.I.D., to support activities to strengthen
the capability of the private voluntary sector to deliver family
planning supplies and services to Peruvian men and women who wish to
use them. This is the first phase of a projected four-year effort
to provide institutional strengthening support to the partieipating
organizations, promote the delivery of long-lasting contraceptive
methods (intrauterine devices, implants, and voluntary surgical
contraception) and provide support for temporary supply methods
(pills, condoms, and spermacides) and natural family planning, and
extend ramily planning coverage in rural areass through PVO-public
sector ccllaboration.

3. The Cooperative 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 authority, shall be
subject to the following essential terms, covenants, and major
conditions, together with such other terms and conditions as A.I.D.
may deem appropriate:

a. Source and Origin of Commcdjties and Nationaljty of
Services.

Commodities financed by A.I.D. under the Cooperative
Agreement shall have their source and origin in Peru or in
the United States, except as A.I.D. may otherwise agree in
writing. Except for ocean shipping, the suppliers of
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commodities or services financed under the Cooperative
Agreement shzll have Peru or the United States as their
place of nationality, except as A.l1.D. may otherwise agree
in writing. Ocean shipping financed by A.I.D. under the
Cooperative Agreemenc shall be financed only on flag
vessels of the United States, except as A.I.D. may
otherwise agree in wiiting.

,b.  Condition.

“ Prior to the hiring of key personnel under the Project,
A.I.D. shall approve, in writing, such personnel, including
the Administrative/Management Specialist, Accountant/
Analyst, and Logistics/Statistics Coordinator.

c. Covepant.

The Implementing Agency agrees that none of the funds made
available under the Cooperative Agreement for family
planning activities will be used to finance any costs
relating to:
i. the performance of abortion or involuntary
sterilization as a method of family planning;
ii. the motivation or coercion of any person teo
undergo abortion or involuntary sterilization;
iii. biomedical research which relates, in vhole or in
part, to metholds of, or the performance of,
abortion or involuntary sterilization as a method
of family planning;
iv. the active promotion of abor fon or involuntary
sterilization as a method of family planning; or
v. the procurement of any equipment oy materials for
the purpose of abortion or involuntary
sterilization. .

4. The A.I.D. requirement for Operational Program Cooperative
Agreements ("OPCAs"), that a minimum of at least twenty-five
percent of total project costs be contributed from non-U.S.
government sources, is hereby wvaived, the Jjustification for
vhich i3 included as an Annex to the Project Paper.
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" GLOSSARY

Contraceptive method mix: The different family planning methods
being used and the relative contribution of each method to total

contraceptive prevalence,

Contraceptive prevalence: The proportion of women of reproductive
sge who are using some method of family planning.

Instituto Marcelino: A Lima-based family planning PVO.

Interva) contraceptive procedure: The application of a
contraceptive method (usually IUD or voluntary surgical

rontraception) between pregnancies or after the termination of
the last pregnancy, but not within the post-partum period.

Long-lasting contraceptive methods: Refers priﬁarily to IUDs,
contraceptive implants, and voluntary surgical contraception. A

single application of the method confers long-term protection
against pregnancy (at least 5 years for an IUD, 3 years for an
implant, and life-time protection for surgical contraception).

Natuyal family planping: Various forms of periodic abstinence in
wvhich the couple avoids intercourse in the days immediately
preceding, during, and following ovulation. These are the onl
contraceptive methods approved by the Catholic Church. '

Post—-partum ccntraceptive procedure: The application of a
contraceptive method (usually IUD or voluntary surgical

contraception) within the first five days following a birtk, or
during the woman's hospitalization stay.

Pueblo joven: Squatter slums found in the periphery of urban
areas. Many of the residents of these slums are recent
emigrants from rural areas.

Temporary supply contraceptive methods: Refers to pills and barrier
methods (condoms and spermicides). Users of these methods
require a constant supply of the method throughout the period of
use (13 cycles of pills per year, approximately 100 condoms per
year, etc.).

Iraditional contraceptive methods: Refers to folk methods and
others such as withdrawal and some forms of periodic

abstinence. These methods generally are less effective in
preventing pregnancy than modern methods such as pills, IUDs,
etc.



Vecinos Peru: A Peruvian development PVO, affiiiated with World

Neighbors, specializing in agricultural innovations end
community development. Under a subgrant from the INOPAL
project, Vecinos Peru successfully implemented after-hours
family planning clinics in MOH hospitals in Ayacucho, Huanta,
and Huancavelica. This model is proposed for expanding rural
family planning coverage under the present Project.



I. SUMMARY AND RECOMMENDATIONS .

A. Recommendations.
1. Funding.

It is recommended that $2,217,302 in grant funds be authorized to
finance an Operational Cooperative Agreement (OPCA) with Proyectos
en Informatica, Salud, Medicina y Agricultura (PRISMA) for the first
year of the Private Voluntary Family Planning Services Expansion
(PVFP) Project, which has a Life of Project {LOP) of one year from
the date of initial obligation. This is the first phase of a
four-year project of the same name. This Project Paper presents the
full four-year project, with the first, year-long phase clearly set
out within (and contributing to) the total effort.

2. Geographic Code.

The Project Authorization should specify that, except as A.I.D. may
otherwise agree in writing:
&. goods and services financed by A.I.D. under this Project
shall have their source and origin in A.I.D. Geographic
Code 000 (U.S.) or Peru; and
b. ocean shipping financed by A.I.D. under this Project shall
be only on flag vessels of the United States.

3. Determination of National Interest for Obligation.

Pursuant to Section 123(e) of the Foreign Assistance Act (FAA),
A.I1.D. has determined that it 1s in the national interest to
continue support to PVO activities; the Mission Director is, thus,
authorized to obligate funds to PRISMA, a PVO supported by A.I.D.
funds on August 2, 1989, the date that Peru entered into 620(q)
sanctions.

4. Waiver. .
The Justification for the Mission Director's waiver of the
requirement that a minimum of twenty-five percent of total project
costs be contributed from non-U.S. Government sources is included as
Annex I, Exhibit E.

5. Sole Source Avard.

"By LIMA 10729, a cable requesting PID approval, USAID informed the

Acting Assistant Administrator for the Latin American and Caribbean
Bureau of its intention to obligate in excess of $2 million to
PRISMA, a duly-registered local PVO. By STATE 290998, AID/W



approved the PID and instructed USAID to submit Justification of
nonconpetitive award in writing to the Regional Contracting Officer
(RCO) in Quito. Approval of the justification was given by the RCO
on September 21, 1989, and is included in Annex I, Exhibit F,

B. Summary Project Description and Financial Plan.
1. _ Project Description.

The project goal is to improve the quality of life for Peruvian
families through increased access to the means to achieve the
desired number and spacing of their children. The project purpose
is to maximize the availlability of family planning services to women
and men who wish to use them by strengthening the capacity and
improving the performance of the private voluntary sector to deliver
quality and efficient gservices, focusing on long-lasting
contraceptive methods, and maintaining support for temporary supply
methods and natural family planning methods.

Six family planning service delivery private voluntary organizations
(PVOs) will be the major participants in the Private Voluntary
Family Planning Service Expansion (PVFP) Project. They include:

- Asociacion de Irabajo Laico Familiar (ATLF),

- Asociacion de Profesjonales para la Promocion de la Salud

Materno-Infantil (APROSAMI),

- Centro Nor-Peruano de Capacjtacion y Promocion Famjliar
(CENPROF),
Instituto Pervano de Paternidad Responsable (INPPARES),
Promocion de Labores Educativas y Asistenciales en Favor de
la Salud (PROFAMILIA), and

- Provecto Planjficacion Familiar (PLANIFAM).
Other Peruvian PVOs will be invited to participate in specific
activities, such as training, research, and production of
educational wmaterials production, and may inclide non-family
planning development agencies which wish to collaborate with the
public sector to offer family planning cervices. Project support
may also be extended to a PVO coordinating body, when and if such an
entity begins to function.

The objectives of the project are:

(a) to strengthen the capacity of selected PVOs to deliver
family planning services (institution building),

(b) to improve the availability of long-lasting contraceptive
methods,

(¢) to maintain support for temporary supply methods and
‘natural family planning, and

(d) to enhance rural family planning coverage through
PVO-public sector collaboration.



Incrensed capacity to deliver family planning services. The project
will strengthen institutioral management of the six primary PVO0s
through the introduction, acquisition, and application of management
systems and skills, One of the first project activities will be to
develop and install a standardized management information system
(MIS) for tracking staffing and resource allorations, logistics
(commodities), and service statistics.

Participating PVOs will be assisted to identify administrative and
" program costs, both direct (program) and indirect (capital,
administrative, and support), and to analyze and wuse that
information to determine cost-effectiveness ratios and other
financial indicators. The data for these analyses will be provided
by the MIS, and the indicators produced will be used for institution
and program planning, monitoring, and evaluation.

The project will strengthen the PVOs' ability to wutilize market
analyses for the family planning services and methods they offer to
enable them to increase the productivity of existing services,
adjust the fees the charge, and expand into new geographical areas,
income levels, and/or contraceptive methods. The project also will
assist the participating PVOs to acquire skills required to
undertake income-generating activities: specifically, to increase
local in-kind and cash donations, and to undertake profit-making
activities.

Availability of Jlong-lasting contraceptive methods. PVOs will

receive technical assistance to improve the utilization of their
existing clinical capacity to provide long-lasting methods. This
will include adding new services, increasing community outreach
efforts, and better integration with non-clinic, community-based
distribution programs. The rotating medical post system will be
expanded in some peripheral urban areas of the countries, both by
increasing the frequency of operation from twice a month to weekly
in those posts already operating at peak output and by opening new
post locations in underserved areas. Community workers (volunteers)
will be trained to screen their clients for reproductive risk using
such MOH criteria as age, parity, and previous obstetric problems,
and to refer high-risk women to medical posts and/or clinics for
intrauterine devices (IUDs) or voluntary  surgical contraception
(VscC). :

As clinic programs expand their capacity to provide long-lasting
contraceptive methods, project support will increase for this
element and will decrease for the existing support of salary
subsidies for CBD personnel (e.g., supervisors) during Project Year
1. By the end of Project Year 2, such salary subsidies shall be
eliminated. Project-funded contraceptive commodities will continue
throughout the entire four years of the project.



Maintenance of support for temporary suppiy methods and patural
fomily planning. Given the importance of providing the full range
of legally acceptable contraceptive cholices ¢t prospective and
continuing users, the project will continue cormmecdity donationa of
temporary supply methods t¢o all the participating family planning
PVOs. Institutional strengthening assistance will also be provided
to a PVO gpecializing in natural family planning. A key element in
this project will be to assist the PVOs in cost recovery and income
generation, so that they can begin to purchase their own temporary
contraceptive supplies locally from Peruvian manufacturers. {(CSM
products will be promoted as part of the interface between this
project and the Private Commercial Family Planning Project
(527-0326)).

Rural coverage throuvgh PVO-public sector collaboration. In rural
areas where family planning services are underutilized or
nonexistent, project funds will be provided for PVOs to enter into
agreements with MOH departmental health units and hospital directors
to provide family planning services. These services will be
provided at public sector hospital outpatient clinics in the
afternoons when normal clinic activities cesse. The MOH (or IPSS)
will provide the facility, equipment, and contraceptive supplies.
The PVO will contract and train staff, including a midwife, nurse
auxiliary, receptionist, and statistical clerk. Depending on local
conditions, these staff may be either MOH rpersonnel or may be drawn
from the private sector. (This collsborative approach to service
delivery has been tried with considerable sucecess under an
A.I.D.~-funded operations research project of INOPAL (The Population
Council) with Vecinos Peru, a PVO affiliated with World Neighbors.)

2., Project Description for Year One.

Project Year One will test the capabilities of the Implementing
Agency and will validate the viability of the proposed approach.
Funds and contraceptive commodities will be provided to continue
existing PVO operations with minimal e;spansion.

Among the principal objectives for PY 1 are the following:

a. develop and implement a logistics/service statistics system;

b. conduct cost and market studies; .

c. conduct institutional financial audits of the participating PVOs;

d. prepare administrative and financial procedures and manuals; and

e. evaluate the performance of the Implementing Agency and the
implementation modality tested in the Year One, and authorize
the remainder of the project with modifications in project goals
and methodology, as necessary.

Tna



3. Financial Flan.

A summary of total project costs by component follows in Table 1.
While this PP provides the estimated costs for a full four-year
activity, the Mission will obligating and authorizing only the first
year, pending evaluation of PRISMA performance during the last

quarter of the first year.

TABLE 1.

ANNUAL AND TOTAL PROJECT COSTS, BY PROJECT COMPONENT
(US$000)
o one Jear ] Year 2 Year 3 Year 4
A. PROGRAM COSTS 1,840 1,667 1,492 1,294
1. PVO Instit. Support 110 600 550 456
- APROSAMI 210 180 - 165 131
- ATLF 40 35 35 30
-~ CENPROF 60 50 45 35
— INPPARES - 140 110 105 90
— PLANIFAM 110 95 85 70
(Cusco) (65) (55) (50) (40)
(Puno) (45) (40) (35) (30)
- PROFAMILIA 150 130 115 100
(Lima) (95) (%0) (85) (70)
(Huancayo) (55) (40) (30) (30)
2. Technical Assistance 60 125 150 125
- IEC 0 25 20 10
- Training 0 25 35 25
- Research 60 50 S0 50
- Other 0 25 45 40
3. Contraceptive Commod. 1,070 942 792 113
B. ADMINISTRATIVE COSTS 351 258 298 253
1. Wages and Benefits 88 ' 87 87 87
2. Office Expenses 23 23 23 23
3. Vehicle Costs 13 6 6 6
4. Local Travel 27 27 27 27
5. Evaluation 20 0 40 50
6. Audits 70 60 60 60
7. USAID Monitoring 110 55 55 0
C. OVERHEAD 27 30 30 30
D, CONTINGENCIES 0 70 70 45

TOTAL PROJECT 2,218 2,025 1,890 1,622

Life of
Project

6.293

2,316
686
140
190
445
360

(210)
(150)
495
(340)
(155)
460
50
85
135
110

3,517

1,160
349

92
31
108
110
250
220

117
185
7,755
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4, Budget Blementé .

Program Costs include those elements of direct benefit to the
participating PVOs, including institutional support for program
operations, technical assistance, and contraceptive commodities.

PVO Institutional Support. The bulk of PVO support in the first

year will go to improvements and modifications of urban-based
programs. Some funding will be applied to opening after-hours
family planning programs in public-sector facilities in rural
areas., Depending on need, project funds may be used for staff
selaries, purchasing local equipment, in-country training, etc. It
ig anticipated that as the PVOs generate more income, decreasing
percentages of their recurring cocts, especially in urban areas,
will be underwritten by project funds, By the 1last year,
approximately 40 percent of the A.I.D. project-funded PVO
institutional support will be applied to rural programs.

Technical Assistance. During Year One, technical assistance will be
limited to two technical studies of service delivery costs and
marketing/pricing of commodities and services. The successful
implementation of these studies and a commodity logistics system
with the participating PVOs will be the central criteria against
vhich PRISMA will be evaluated, in determining whether to negotiate
a new Cooperative Agreement with PRISMA or to seek a new obligating
mechanism for Project Years 2-4. These studies will also serve as a
basis for thc operations and direction for the remaining three years
of the project.

During years 2-4 technical assistance funds will be available to
contract for short-term technical assistance of both a general
(information, education, communjcations, and research) and
specialized nature to supplement the Implementing Agency team,
Depending on availability and specialized needs, buy-in's to
centrally funded projects may be used. In light of the unique
implementation difficulties in Peru (hyperinflation, socio-political
sensitivities, and bureaucratic -bottlenecks), the availability of
local talent, and desire to integrate women into all facets of
project implementation, preference will be given to Peruvian sources
and vomen professionals.

Contraceptive Commodities. While the implementing a'gency will be

responsible for estimating, calling forward, receiving, storing, and
distributing contraceptives to participating PVOs and monitoring
their use, the actual procurement will be undertaken by A.I.D. The
implementing agency will authorize USAID to issue a PIO/C to access
_the central AID/W purchasing contract. Commodity handling costs are
also included under this line item.

11q



Administrative Costs are‘ comprised of all personnel and
administrative inputs directly and exclusively dedicated to this

project, many of which also will directly benefit the participating
PVOs. All of these costs cease at the end of the Project. They
include wages and benefits of advisors and staff hired by the
Implementing Agency, office expenses incurred by the Implementing
Agency, local travel and vehicle costs for Project staff,
evaluations and audits of both the Implementing Agency eand the
participating PV0s, and funding of USAID Project monitering.

For the first year of the Project, the followving personnel inputs
are required for the Implementing Agency: Team Leader (part-time
only); Administrative/Management Specialist; Logistics/Statistics
Coordinator; Accountant/Analyst (equivalent to CPA); Accounting
Assistant; Secretary (2); and Driver/Messenger. For the succeedirg
three years, a Prcgram/ Evaluation Specialist is added and either
he/she or the Administrative Specialist becomes the Team Leader
(prior part-time input dropped).

Other direct inputs are legal assistance ' (retziner), insurance,
rental of space and selected equipment, maintenance contracts, and
all other normal and usual administrative costs. All of these costs
are exclusive to the support of the Project and can be readily
verified.

Evaluations. 7Two evaluations shall be undertaken during the term of
the project. A threshold assessment, starting in Month 8, will
concentrate on the success of PRISMA's efforts as the implementing
agent; a favorable finding will lead to negotiation of a new
cooperative agreement and authorization of the remaining three years
of the project (with modifications, as necessary). A final project
evaluation will be held at the end of Year 4.

Avdits. Annual audits (of PRISMA and the participating PVOs) will
be conducted in accordarce with A.I.D. policies. Funds are provided
to contract out the independent, certified audits and to bring in
external evaluators.

USAID Monitoring. Through execution of a PIO/T, the implementing
agency will authorize USAID to contract directly for a project
monitor, using project funding. During Year One, the project will
defray 100 percent of these costs; a future determination will be
made as to the need for a project monitor in subsequent years and
method of financing that position.

Qverhead. Overhead, or indirect costs of program support, has been
developed by an analysis of the monthly input of all PRISMA core
personnel having a recurring input. This input, for most, will
decline over the first year, reaching a minimum level required to



monitor assistance to the PV0Os and financial reporting during the
remaining three project years. Included in overhead also are those
core administrative expenses related to core personnel inputs,.
These costs are minimal and not expected to exceed US$1,000
znnually., Overhead will be reimbursed based upon monthly billings
From PRISMA in local currency.

Contingencies. Contingencies are allowed for adjustments to PVO
institutional support starting in Year 2.

5. Recurrent Costs and Other Financial Issues.

Recurrent costs are Iincremental expenditures associated with
activities that must be made on a regular basis during the Project
to achieve objectives, and after the Project to sustain
accomplishments and continue activities. During the life of the
project, USAID and the six participating PVOs will be financing
recurrent costs. These recurrent costs will not add to the regular
budgets of the PVOs during the life of the project; however, the
Institutional Support and Audit costs financed by the Project will
become additional costs to the PVOs after the end of the planned
duration of USAID assistance. Program recurrent costs for PRISMA
will terminate with the end of the project.

Under the "Program Costs", the principal financial expenditure
categories (See Financial Tables) that cover recurrent costs fall
under: PVO Institutional Support (administrative and project
costs); Technical Assistance (Institutional Development);
Contraceptives (plus freight and handling); Project Management,
USAID Coordination, evaluation and audit.

Recurrent costs can be identified for each component.

The costs of PRISMA management for the Project are all in excess of
their current budget and can be clearly identified as costs directly
related to their role as "Project Manager". The only costs which
will continue after their role ends, are those for the Annual Audit,
required for PVO annual re-registration. It is expected that by the
end of this project that other resources will be forthcoming to
continue the funding of these Annual Audits.

The recurrent costs for the six participating PVOs will continue and
will expand somewhat in relation to their institutional share of the
over-all private family planning efforts expansion. These costs
will be partially financed during the 1life of the project, at
increasing amounts, as project financing decreases. This financing
.will be provided by revenues from the sale of contraceptives and
other income-generating activities.

The Technical Assistance inputs, administrative management training
from PRISMA, and financial management skills imparted from the



Audits and Financial Management Reviews, will prepare the PV0Os to be
more cost-effective in providing family planning services to the
private sector. The net effect will be the containment of recurrent
costs at levels reasonably related to their family planning program
objectives.

TABLE 2
PROJECTED OBLIGATIONS AND EXPENDITURES OF PROJECT FUNDS
BY FISCAL YEAR (FY) IN U.S.$ 000

U.S. FISCAL YEAR FY 89 FY 90 FY 91 FY 92 FY 93 TOTAL

(Project Year) (PY1) (PY2) (PY3) {(PY4)
1. Beginning of Year - 2,200 1,882 1,857 1,604 -
Balance
2. Obligations 2,218 1,900 2,000 1,637 - 7,755
3. Expenditures 18 2,218 2,025 ‘ 1,890 1,604 7,755
4, End of Year Balance 2,200 1,882 1,857 1,604 - -

C. Summary Findings of Project Analyses.

The USAID/Peru Project Development Committee has reviewed the
analyses and other documentation for this project and has concluded
that the project is environmentally, socially, financially, and
economically sound, is technically and administratively feasible,
and is ready for implementation.

D. Project Checklists.

The project meets ail applicable statutory criteria. Appropriate
checklists are included in Annex I.

E. AID/Washington (A.I.D./W) Concerns and Project Desisn

Issues. .

Several issues were raised during the A.I.D./W review of the Project
Identification Document (PID) for this project on April 13, 1989.
Annex II contains the initial PID review cable, Mission responses
thereto, and the final PID approval telegram. USAID/Peru's response
to these issues is summarized in this section and further discussed
throughout the Project Paper (PP). During project development,
additional project design issues were identified and resolved; such
additional issues have also been addressed in this section and
throughout the PP.



1. Management and'Implementation Arrangements,

Review of implementation options. Three implementation options were
considered during the design process, including: (i) A.I.D. direct

grants to the PVOs; (ii) buy-ins to A.I,D./W centrally funded
projects; and (iii) a Cooperative Agreement with a local non-family
planning private voluntary organization (PVO). For the reasons
described below, the third option, a Cooperative Agreement with a
local PVO, was selected.

i. Direct Grants to PVO0s,

The project contemplates core institutional funding for up
to six separate family planning PVOs, and funding for
separate project sub-grants or contracts for PV0O-public
sector collaboration and group activities (training,
logistics, research, information, education, and
communication, etc.). This will include the six core PVO0s,
as well as other family planning PVOs not receiving
institutional support under this project.

Managing the project as direct grants to the participants
would require six separate grants for institutional
funding, separate project grants for PVO-public sector
collaboration (each clinic budget totalling approximately
$7,000 yearly), and separate mechanisms for funding group
activities., In addition, all recipients, including those
not receiving institutional support, would need to be
registered directly with A.I.D. The management burden on
the Mission imposed by such arrangements would be
incommensurate with the project funding levels and, in view
of staffing constraints, would exceed USAID/Peru's
managerial capacity. :

Subsequent to the PID review, A.I.D./W issued guidance
recommending that field missions deal directly with PVOs
rather than coordinating assistance through umbrella
organizations., USAID/Peru reviewed the recommendations and
determined that there are instances in which the groyping
of PVOs with a common interest is appropriate, such as in
the present project. Furthermore, this project differs
from the umbrella organizations reviewed by the LAC Bureau
in that the Implementing Agency was not created for the
purpose of coordinating the recipient PVOs and that the
purpose of the Project is not to enhance the sustainability
of the Implementing Agency. This is consistent with the
nev policy as stated in the guidance cable: "The umbrella
group chosen should be self-sufficient and have a track
record for manazing micro-grants. The funding would not be
used primarily for institution building or strengthening
(of the umbrella) but rather to fund PVO activities."
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Buy-ins to Centrally Funded Projects.

Thia option was carefully considered during the design
process, as 1t presents the advantage of quickly tapping
into an existing organizational capacity. However, the
buy-in arrangement limits direct Mission participation in
the project. As the central agreement takes precedence
over a mission's request for information, there are serious
constraints to the degree of detail of financial reporting
which the mission may renuire of the implementing entity.
Additionally, each centrally funded project has an
authorization which does not necessarily coincide with a
four-year life of project term; indeed, the mandates of
current central activities do not match the specific (and
in some cases unique) needs of the project.

The Mission concluded that the project would have a greater
chance for long-term success and sustainability of certain
activities, 1f it were administered by a Peruvian entity.
A local PVO, which was existing under the same constraints
and 3in the same economic environment as the target
beneficiary PVOs, could more effectively develop and convey
financial and administrative management and logistic
systems improvements. Furthermore, the lower salary costs
and overhead rates involved with a Peruvian PVO would
permit a greater proportion of project funding to be
channeled to the recipient agencies.

Cooperative Agreement with a Peruvian PVO.
Implementing the project via a cooperative agreement with a
local PVO will facilitate Mission oversight and
participation and permit a greater proportion of Project
funding to be channeled to the recipient agencies. The
project design team made a careful search of potential
candidates, which needed to satisfy the following criteria:
-~ not a family planning service delivery organization
(so as not to be seen as a competitor by the local
family planning PVOs);
-~ previous experience ' with USAID/Peru Miasion
disbursement and reporting requirements;
~ s8trong Dbackground and experience in a related
development field; and
-~ previous collaborative relationship with the public
gector.

Three potential candidates were identified: Vecinos Peru,
APROPO, and Asociacion Benefica PRISMA. PRISMA was chosen
as the strongest of the three, for its administrative/
managerial capabilities, its linkages with the Ministry of
Health both centrally and at the departmental level



al

throughout the country, its experience in working with
Mission reporting requirements, and its experience in
primary health care and P.L, 480 food distribution.

While PRISMA has & good record in managing and accounting
for resources under other A.1.D. programs, concern was
expreassed about its capacity to take on another large and
complex project without negatively affecting 1ts other
projects. Questions of its experience in specific family
planning activities were also raised. As a result,
authorization is given for a one-year, initial activity
which could be extended, based on this PP, to a full
four-yesx term,

During the first project year, PRISMA will serve as
pass-through to ensure needed bridge funding for six family
planning PVOs, thereby allowing uninterrupted provision of
services to 260,000 Peruvians. It will also be responsible
for ordering, storing, distributing, and monitoring
contraceptive commodities (1l8-month supply) and commission
two technical studies on marketing/pricing of commodities
and costing of services. PRISMA's performance will be
evaluated 1in Month 8 to determine if the cooperative
agreement is the most effective manner of coordinating PVO
support in Years 2, 3, and 4. Authorization of the
remaining life of project (as described in this PP) and/or
any modifications to this PP will be contingent upon the
positive findings of this evaluation,

Impact of Peru continuing under sanctjons. There is a strong
possibility that due to debt arrearages, Feru will continue under
Section 620(q) and Brooke~Alexander Amendment sanctions for the
remainder of Fiscal Year (FY) 1989. Therefore, the Mission has
requested and received the A.I.D. Administrator's determination,
under Section 123(e) of the FAA, that obligations to PRISMA for this
project 1is in the national interest. A3 a PV0 registerede with
A.I.D. since 1986 and as an organization that has received A,I.D.
funding for population related activities (Milpo Mining Project,.- the
Risk Project, and Ninos Journal), PRISMA 1is eligible to receive
A.1.D. funding under a Section 123(e) determination.

Roles and responsibjlities of the implementing agency.  The
implementing agency will:
(1) administer sub-grants to the participating family planning
PVOs;
(11) recruit long- and short-term technical advisors;
(111) coordinate group activities, including identifying and
contracting local vendors and services outlets;
(iv) provide technical assistance;
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(v) finalize and implement a computerized integrated logistics
and services atatistics system; and

(vi) be responsible for ordering, storing, and distributing
contraceptive commodities to family planning PVOs.

Specifically, as indicated atove, in Project Year 1, PRISMA will
gerve as the funding pass-through for six service delivery PVOs,
will ©be responsible for the supply and accountability of
contraceptives, will undertake two studies, and will commence
implementation of these study recommendations.

USAID believes that based on its past performance, PRISMA 1is
well-qualified to carry out these functions. However, given the
enormous challenges posed bty the four-year project, the Migsion
wishes to test PRISMA's capacity before committing resources beyond
Year One. PRISMA has a large and qualified full-time staff and a
technical oversight committee. Its financial infrastructure 1is
oriented to liission reporting requirements; it has worked
successfully on projects totaling approximately $500,000 annually.
Project managers have extensive experience administering complex
financial tracking programs under the hyperinflationary conditions
of Peru. Additionally, PRISMA's experience in logistics and
commodities includes its current participation in the Mission's Food
for Development Program (under P.L. 480, Title II), in wvhich it
oversees the distribution of 16,000 metric tons of food commodities
annually for the Ministry of Health's maternal and child health
(MCH) food/nutrition program,

Iypes, ounts, and method of Jimplementation of buy-in's to
centrally funded projects. A relatively modest amount of project
funds may be used for buy-ins to A.I.D./\ centrally funded projects
periodically during the 1life of the project for specialized
activities, possibly including such areas as operations research,
management information training and assistance, and logistics, We
do not now foresee general, short-term technical assistance being
provided through such buy-in's; our strategy is to rely on Peruvian
talent, as much as possible.. However, buy-in's of a highly
technical, specialized nature may be identified for. one or .more
participating PVOs to respond to discrete problems during
implementation; once such technical assistance needs are identified,
PRISMA will request the Mission, in writing, to obtain the required
servires; the Mission, in turn, will prepare a PIG/T for the buy-in
and send it to A.I.D./W for action.

Mission policy on using personal services contractor (PSC) as
project coordinator/monitor. The U.S. direct hire (USDH) Population
Officer will serve as the Project Manager. The PSC who will be
hired competitively with project funds to facilitate and monitor
implementation will be the project monitor. The Project Monitor
will be based primarily in PRISMA's offices,



He/she will report directly to the USDH Project Manager. This
arrangement is, in the opinion of the Regional Legal Advisor, in
keeping with the General Counsel's July 28, 1989, memorandum
establishing guidelines on funding PSCs with A.I.D. project
resources.

2. Adequacy of USAID/Peru OYB Population Funds.

Rationale for wusing Child Survival funds for family planning
activities. Given the size and complexity of the population problem
in Peru, as well as the obvious linkages between high fertility,
abortion rates, and maternal and infant mortality, USAID/Peru has
allocated both Population and Child Survival account funds to
support the achievements of program objectives in the family
planning sector. For the foreseeable future, since public sector
family planning activities are included within the Child Survival
Action Project (CSAP), such public sector activities will be funded
principally by Child Survival funds; private sector activities (both
commercial and voluntary) will be funded from the Population account.

Funding public sector family planning activities under the CSAP is
Justified on the grounds that improving birth spacing and reducing
the number of high-risk pregnancies can have a significant impact on
~child survival. CSAP funds for the public sector program will be
supplemented by the use ¢f Population funds in the present project
to support PVO-public sector collaboration in the form of
after-hours family planning clinics in Ministry of Health (MOH) and
Social Security (IPSS) installations.

Population account OYB funding levels. The Mission plans to

accommodate both this project (including contraceptive requirements
unforeseen when the initial PID was submitted) and the Private
Commercial Sector Family Planning Project (527-0326) within current
and projected Population account avallabilities by (a) deferring the
private commercial project to FY 1990 and (b) scaling back the
project described in this PP from $8.322 million to $7.755 million.
The following table presenta the fundigg requirements and sources:

‘e
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TABLE 3.
POPULATION ACCOUNT REQUIREMENTS AND SOURCES
FY 1989 - FY 1992
(in § 000)

Project No.
Project Title

(Life-of-Project Amount) = FY 19899 FY 1990 FEY 1991 FKY 1992

"~ 527-0000 o
Program Development and Support 98 100 100 108

527-0230
Contraceptive Social Marketing
(%$4,100) 25 - - -

527-0326
Private Commercial

Sector Family Planning
($1,900) - " 300 500 600

527-0335
Private Voluntary Family

Planning Service Expansion
($7,755) 2,218 1,900 2,000 1,637

Iotal, Population Account 2,341 2,300 2,600 2,345

ﬁo_me_gp_il'lmi_nz:

OYB (Actual Budget Allowances
or Approved Planning Levels) 2,238 2,300 2,300 . 2,300

Deob/Reob (from PD&S
and .Integrated Health/
Family Planning Projects)FP) - }03 - - .-

Starting FY 1991, with no functional

accounts, transfer from straight-

lined FY 1990 ARDN levels (made

possible by deob/reob's in FY 1989) - - 300 45

Donations by other doners. In the past, A.I.D. provided some 75
percent of all population assistance to Peru. With the approval in

late 1988 of a $§5 million project by the United Nations Fund for
Population Activities (UNFPA) to the MOH, that percentage has
declined. Nevertheless, A.I.D. remains almost the sole donor for
private sector population activities. Recently, the German



Technical Assistance Agency (GTZ) funded a project to expand
delivery of intrauterine devices (IUD) in Cuzco province. FNone of
the other international donors have mounted large-scale femily
planning service delivery projects.,

3. Sugtainability of PVO Operations.

Long-term financial sustainability is a goal of this project,
although the Mission recognizes that self-sufficiency is impossible
in four years. The project will further the sustainability goal in
four ways:

(a) developing long-term institutional plans for the core

. partizipating PVOs;

(b) calculating annual financial targets for each PVO receiving
institutional support;

(c) applying management indicators such as cash flow and
management reporting systems, and logistics and service
statistics systems; and

(d) promoting cost recovery and income-generating activities.

Sustainability of PVO program operations is an important goal in and
of itself anrnd becomes more wurgent in 1light of decreasing
availability of OYB funds in the USAID population account and
decreased emphasis on Latin America within A.I.D./W centrally-tfunded
population projects. While sustainability wultimately depends on
larger economic factors and clients' ability to pay, the economic
and financial analyses performed as part of the development of this
project suggest that significant income could be generated through
the ssle of donated commodities, which .account for more than half of
the direct institutional support provided to the PVOs.

4, Compliance of Sterilization Activities with Peruvian
Lawv.

All voluntary surgical contraception (VSC) activities conducted
under this project will not only follow A.I.D. requirements but . .will
also be fully consistent with Peruvian laws and norms. MOH norms
permit voluntary sterilization (male and female) in the case of high
reproductive risk, which is specified by such health criteria as
maternal age, parity, poor obstetric history, and acute and chronic
health conditions. Compliance with these legal requirements will be
fostered by development of counseling norms and procedures
(including mandatory "waiting" periods) and close monitoring of
centrally funded VSC projects. As suggested in the PID review
. cable, client satisfaction surveys (through a special module to be
incladed in the next Demographic and Health Survey (DHS II) in
1991), will be used to test such compliance,

-



- 17 -

F. Gontributors to the Proiect Paper.

Contributors to the Project Paper are listed in Annex II, Exhibit D,



II. BACKGROUND.

A. Country Setting.
1. Social and Economic Conditions.

Since the mid-1970s, economic development in Peru has stagnated, and
future prospects for improvement are poor unless adverse population
trends can be reversed. While fertility rates fell by 23 percent in
less than 10 years (1977-1986), the national total fertility rate is
still 4,1 births per woman (1986 Demographic and Health Survey
(DHS)), and the annual population growth rate stands at about 2.6
percent., As a result, Peru adds nearly 600,000 people to 1its
population each year. The current population of nearly 22 million
has doubled in the years since the 1961 census. As another
consequence of high fertility rates, a disproportionately large part
of the population is under 15 years of age and therefore dependent
on the relatively small numbers of economically productive adults.

Population growth in the cities is further increased by migration
from rural to urban areas, where social services and economic
opportunities cannot keep pace with the needs. Urban areas have
been growing at a rate twice as fast as rural areas. The Lima
metropolitan area, where nearly one third of all Peruvians live, has
grown by almost 1,000 percent since 1940 and now contains some 7
million veople.

Rapid urbanization has progressed through the 1980s. At present,
almost two of every three Peruvians live in cities of 20,000 or more
inhabitants. By the year 2000, three out of every four Peruvians
will live in large cities, giving Peru a population distribution
pattern similar to developed, industrialized countries.

This trend has major implications for development work in Peru. On
the one hand, concentrating efforts in the cities has the potential
of reaching the greatest number of people with a relatively lower
expenditure of resources. On the other hand, if efforts are not
made to promote agricultural and rural development, the countryside
will become increasingly impoverished and susceptible to politically
destabilizing influences; the rush to the cities will continue
unabated, and the current urban crisis will intensify.

For two decades, Peru has experienced destabilizing political
turbulence and socio-economic crises. More recently, it has begun
to suffer the effects of an active and growing terrorist movement
and drug trafficking. During the military dictatorship of the 1970s
videspread economic and socio-political changes were effected,
including massive land reform. These changes modified the structure
and ownership of productive resources and greatly increased the role
of the state in the economy,
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In 1980, Peru elected a democratic government that set out to
reverse the statist oriented policies of the 1970s. The world
recession of the early 1980s led to a sharp drop in prices of Peru's
major traditional exports. This, combined with unprecedented and
widespread climatic distortions and inappropriate monetary and
fiscal policies, precipitated iIncreased inflation and rapid
deterioration of the economy. Two terrorist groups, the Sendero
Luminoso and Movimiento Revolucionario lupac Amaru, as well as drug
traffickers, have destroyed normal peaceful living conditions in
many parts of the country and have contributed to a deteriorating
economic situation.

The American Popular Revolutionary Alliance (APRA) Government,
elected in 1985, was the first democratically elected government to
succeed another in forty years. It instituted & heterodox program
to control inflation and stimulate demand by freezing prices,
declaring sharp wage increases, reducing interest rates, restricting
imports, controlling exchange rates, and 1limiting external debt
payments. This stimulated domestic demand and achieved an
impressive, but temporary, supply response, while sharply reducing
the inflation rate. An salmost unprecedented 8.5 percent real gross
domestic product (GDP) growth rate was achieved in 1986, inflation
was cut in half from 163 percent in 1985 to 78 percent in 1986, and
real wages rose 18 percent in 1986.

The effects of this growth strategy were short-lived. Net
international reserves fell, exports and capital flows declined, and
the central government deficit rose from 2.3 percent of GDP in 1985
to 5.3 percent in 1986. Beginning with an abortive attempt to
nationalize the private banks and finance companies in July, 1987,
the economic gains of 1985-1986 have suffered a complete reversal.
Inflation rates rose to 114 percent in 1987 and 1,722 percent in
1988; and the GDP rose by 9.3 percent and 7.3 percent in 1986 and
1987, respectively, and declined by 8.5 percent in 1988.

Sufficient basic goods and social services to sustain even s minimal
standard of living for a large proportion of the population are not
available from either the private or public sector. Peru is one of
only three Latin American countries whose average focd consumption
per person is less than ¢0 percent of the Food and Agricultural
Organization (FAO) standard; it is estimated that 38 percent of all
children under five are chronically malnourished. Although
education for ages 6-14 1is available to 84 percent of the
population, drop-out rates exceed 50 percent for the first three
grades, Housing is insufficlent and inadequate. Less than half of
the urban population has access to potable water, and only 30
percent of the population has access to electricity.



High fertility rates lead to high maternal and child morbidity and
mortality rates. Infant mortality rates have declined from 97
deaths per 1,000 1live births in 1972-1977 (1977 World Fertility
Study (WFS)) to 76 deaths in 1981-1986 (1986 DHS). Nevertheless,
Peru still has one of the highest infant mortality rates in Latin
America, almost twice as high as Colombia and almost four times
higher than Chile. Infant mortality rates vary widely by geographic
region and soclo-economic status: from 34 in metropolitan Lima to
110 in the Sierra, and from 22 among women with post-high school
education to 124 among women with no formal education.

Rapid population growth has a direct effect on per capita income; it
also strains already weak health and educational systems. Because
the population 1is iucreasing so rapidly, public facilities face
increasing numbers of new clients each year. In particular, rapid
population growth affects health systems because obstetrics (mainly
deliveries, pregnancy problems, and abortion complications) account
for half of all hospital admissions. The school systems also suffer
from the combination of static or declining budgets and rapidly
increasing numbers of school age children.

2. Government of Peru Population Policy.

Efferts to develop a national population policy began under the
military government with the formulation of ‘“population policy
guidelines" in the mid-1970s. These guidelines had no specific
demographic, health, or programmatic targets and offered only a
broad orientation for the population sector. As such, their
effectiveness was limited. The preceding Government of President
Belaunde created the Naticnal Population Council (CNP) in 1980 to
assist the public and private sectors to follow the guidelines.

In July, 1985 the Government of Peru (GOP) took a major step in
population policy with the passage of the National Population Law,
Legislative Decree No. 346. Among other things, this law guarantees
couples the basic human right to freely determines the number and
spacing of their children, and establishes that the State shall
promote responsible parenthood as a development and health
priority. The Law recognizes all voluntary contraceptive methods
vith the express and explicit exception of sterilization.

Under the Government of President Alan Garcia, and largely as a
result of his personal commitment and leadership, population matters
have taken center stage in many aspects of development planning and
services delivery. In late 1986, President Garcia called for a
national development strategy which would include the establishment
of operational policles and demographic goals specifically aimed at
reducing the population growth rate.
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A Presidential Population Commission, charged with developing a
national population strategy, was formed in early 1987. The
Commigsion completed 1its work in mid-1987 and recommended a
comprehensive approach to solving Peru's population problem. Their
recommendations included intensified work 1in education, service
delivery, research, and public Information. The Council of
Ministers and the President approved the Commission's action plan,
entitled "National Population Program 1987-1990".

The broad demographic target in the Naticnal Population Program
calls for a reduction of the total fertility rate from 4.3 births
per woman in 1985 to 2.5 births per woman in the year 2000. To
accomplish this fertility reduction, it will be necessary to
increase the total prevalence of family planning and to increase the
rclative use of more effective, modern contraceptive methods.

Specifically, the Government plan calls for increasing contraceptive
prevalence from 28 percent of women of reproductive aga in 1986 to
42 percent in the year 2000. For women in union, this would mean a
prevalence rate of 60-70 percent by the year 2000. According to
method mix targets developed by the Social Security Institute
(IPSS), use of traditional methods would decline from 50 percent to
10 percent of all contraceptive use, and long-lasting methods (IUDs
and VSC) would rise from 29 percent of all contraceptive use to 60
percent.

The National Population Program created a National Family Planning
Program (PNPF) under the direction of the Ministry of Health (MOH)
vhich is responsible for coordinating the efforts of both the public
(MOH, IPSS, and Armed Forces) and private (commercial and voluntary)
gectors. Sector coverage rates were established by the PNPF by
department and contraceptive method,

Originally, the National Population Program called for the public

sector to cover 90 percent of all contraceptive users by the year

2000. These targets have been scaled back considerably and, for

1989, reflect the general market. segmentation revealed in the 1986

DHS: ) -

- 53 percent of modern method users should be served by the
public sector,

- 20 percent by the private voluntary (PV0) sector, and

- 27 percent by the private commercial sector.

The Government targets also reflect the expectations that changes in

the contraceptive method mix will include larger proportions of

modern methods such as pills, IUDs, and VSC.

3. Family Planning Aveilability.

Rubljc Sector: Ministry of Health (MOH). The percentage of the
total population designated to receive health care through the MOH

-l



is 58 percent. However, only 26 percent of the total population
actually receives such services, 1leaving 32 percent of the
population without access to modern medical care. MOH services are
delivered through a network of 2,700 health posts, 700 health
centers, 125 hospitals, and 10 national institutes.

At the lowest level of the MOH system, the health posts are
responsible for health promotion and preventive community-based
health care activities, as well as some curative and emergency
care. Health posts are generally staffed by a health auxiliary and
(in some cases) a nurse or midwife, They gerve a population within
a ten kilometer radius, approximately 3,000 inhabitants in rural
areas and 5,000 in urban areas. Under the MOH norms, health post
personnel are authorized to distribute barrier methods (condoms and
spermacides), may prescribe hormonal contraceptives (orals and
injectables) if staffed with a nurse or midwife, and and may even
insert IUDs if staffed by more than a paramedic.

Health centers are located in the district or provincial capitals
and offer both preventive and curative health care. They are
usually staffed with nurses, health auxiliaries, technicians and/or
a physician (where available). There are also two levels of health
centers: Level Two does not have beds, while Level One health
centers may have six to eight beds. Health centers generally serve
the population within a ten kilometer radius, as well as the
referrals from the health posts in their jurisdictions. The size of
the population covered is approximately 35,000. Under the MOH
norms, health centers are authorized to apply all reversible
contraceptive methods and to refer patients with high reproductive
risk to hospitals for surgical procedures.

Hospitals exist at the provincial, departmental, and national level
and provide preventive, curative, and rehabilitative services, with
emphasis on curative care. Hospitals have seven departments,
including surgery and obstetrics/gynecology, and also refer patients
to the national institutes. Under the MOH norms, hospitals are
authorized to apply all contraceptive methods, including voluntary
surgical contraception for cases of high reproductive health risk.

The MOH Family Planning Director serves as the Director of the
National Family Planning Program. He is assisted by expatriate and
Peruvian advisors and by departmental family planning coordinators.
The MOH prepares a yearly action :lan for family planning, including
departmental targets £cr new and continuing users by contraceptive
method, commodities, and budget support needed. A sBervice
statistics system is being implemented to track program performance
and feed into operational planning goals.
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Public Sector: Peruvian Institute of Social Security (IPSS). The
IPSS is legally mandated-to cover all private and public (including
parastatal) sector salaried workers as well as cooperative members.
The sgelf-employed may Jjoin voluntarily. In 1984, a law exparded
dependent coverage to include not only maternity care and children
under 1, but also some services for children ages 1 to 14. More
recently, IPSS has been mandated to extend coverage to farmers'
groups, mothers' clubs, rural cooperatives, housewives, and children
up to age 18. The IPSS target population now includes 720,000 women
of reproductive age. The percentage of the total population
considered to be covered by IPSS now totals more than 28 percent, or
some 6 million beneficiaries, although actual coverage is probably
considerably lower.

The IPSS delivers medical services via a six-tlered system that as
of 1987 includes 26 hospitals (at national, regional, and 2zonal
levels), 48 polyclinics, 212 medical posts, and 100 factory posts.
Family planning services are provided at hospital outpatient clinics
and polyclinics. The IPSS national family planning program director
is assisted by a small central level staff and regional family
planning coordinators. Yearly operational family planning targets,
commodities, and budgetary requirements have been projected since
1987, and a service statistics system has been operational since
that year.

The Private Voluntary Sector. PVO family planning activities in
Peru date back to the mid-1960s. Scme of the earliest PV0s included

the Christian Family Movement, the Peruvian Association for Family
Protection (the first Peruvian affiliate of the International
Planned Parenthood Federation (IPPF)), and the Instituto Marcelino.
In 1973, the pro-natalist military government closed all family
planning PVOs, except the Instituto Marcelino and those supported by
Catholic authorities.

The family planning PVO sector was reactivated in the late 1970s and
early 1980s, An institutional analysis conducted in 1985 for the
Private Sector Family Planning . Projecc (527-0269) identified 17
agencies in the sector, including: . -

- 10 involved ir. service provision,
2 speclalizing in training family planning workers and
medical personnel,
2 involved in research,
1 involved in information, education, and communication,
1 preparing to launch a major social marketing (CSM)
effort, and
1 involved in policy development.



Family planning service delivery PVOs cffer contraceptive services
and commodities through a variety of outlets, including
community-based distribution (CBD), fixed and rotating location
clinics and medical posts, and commerclial marketing. Most receive
donated commodities, wusually from A.I.D. sources, and distribute
them free of charge or at nominal prices. Some also pass on
contraceptive commodities to other outlets, including community
centers and private physicians, for subsequent distribution. Thus,
the quantity of commodities distributed by the PVOs is considerably
greater than their share of the end-user market. For exampie, in
1988, INPPARES distributed almost 57,000 IUDs, of which 73 perceut
were delivered to other distribution outlets.

Private Commercial Sector. The private commercial health sector in
Peru consists of more than 3,500 registered pharmacies, several
thousand private practice physicians, and several hundred private
clinlics and hospitals. It is oriented predominantly to outpatient
care, accounting for only 18 percent of all hospital beds and four
percent of primary health care facilities, but fully three-fourths
of all pharmaceutical sales. The 1984 Health and Nutrition Survey
(ENNSA) found that as many as two-~thirds of the residents of major
urban areas routinely consult private physicians for their
outpatient health care needs.

Included in the private commercial sector are third party payment
plans. In 1984, the private sector accounted for 34 percent of all
health sector expenditures. Health insurance and employer and
provider plans accounted for 15 percent of the non-pharmaceutical
expenditures in the private health sector. These plans do not
provide medical care directly, but instead contract with private
individual and/or group practices for health services,

B. Status of Family Planning Utiljzation in Peru.
1. Contraceptive Prevalence and Method Mix.

Contraceptive prevalence was minimal in the 1960s; as late as 1969,
only 36 percent of women in union of reproductive age had knowledge
of any form of modern contraception. By 1986, nearly 90 percent of
all wvomen of reproductive age knew of at least one modern method.
Increasing contraceptive knowledge has been accompanied by
increasing contraceptive use.

Overall, contraceptive prevalence has risen considerably over the
past ten years, although total prevalence and use of modern methods
.8till lag behind other countries in Latin America, such as Brazil
and Colombia. However, Peru compares favorably with some countries
in the Andean region (Ecuador and Bolivia) in terms of total
contraceptive prevalence.
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In 1986, contraceptive prevalence was measured at 28 percent of all
women of reproductive age (46 percent of women in union of
reproductive age), and it appears to be rising by about 2 percent
per year., Current contraceptive practice 1is about equally divided
between modern, effective methods and less effective, traditional
methods. Traditional methods provide only about half the
contraceptive protection of the most efficient methods (IUDg,
implants, and sterilization). Half of all contraceptive prevalence
in Peru, therefore, 1is of 1limited effectiveness and has limited
impact on fertility. Among modern methods, the pill, IUD, and
female sterilization are the most popular. Each accounts for about
30 percent of total modern use, while barrier methods (spermicides
and condoms) comprise the remaining 10 percent,

Peruvian contraceptive practice is remarkable in several regards.
First, Peru shows one of the highest rates of IUD use anywhere in
the world, both in absolute and in relative terms. Second, the use
of female sterilization is almost as high as pills or IUDs, despite
the legal limitation on access to that procedure. (As mentioned
earlier, by law, sterilization is permitted only to avert high-risk
pregnancies.)

The high use of less effective, traditional methods coupled with the
strong demand for IUDs and female sterilization suggests that more
women would like to use modern methods, but are forced to use
traditional ones because they do not know where to obtain modern
methods or because they are not available. Many women have received
disinJormation or have unfounded health fears about the safety of
modern methods, indicating the need for better information and
education about contraceptives as well as improved accessibility.

2. Contraceptive Market Segmentation.

While there is no single definitive study of contraceptive market
gsegmentation in Peru, available data consistently suggest that the
public sector serves approximately half of all modern method users,
followed by the private commercial Sector, and then the private
voluntary sector. The 1986 DHS included questions on source of
current method, but interpretation of the results has been
confounded by lack of precision in the questionnaire and in the
response categories used.

The DHS found that 53 percent of modern method users were served by
the public sector, 39 percent by the private commercial sector, and
8 percent by the private voluntary sector. (These results are based
.on recoding of ambiguous responses; in the original publication, the
PVO sector was credited with only 2 percent of total modern method
users.) The wording of the DHS questionnaire probably led to an
overestimate of the proportion of users receiving pills and other



pupply methnds from private physiciano and underestimated the users
oupplied by pharmacies. However, the public vs. private sector
disaggregation 1s probably valid.

A purvey of marginal areas of Arequipa, Chiclayo, Cuzco, Piura, and
Trujillo conducted by the Private Sector Family Planning (SPF)
Project in 1988 produced similar results. The relative
contributions of the public and private sectors were basically
unchanged (52 percent public sector and 48 percent private sector
for all modern methods; 67 percent public sector and 33 private
gector for IUDs). The five-city survey did not distinguish between
private physiclans and PVOs, so the PVO sector contribution could
not be disaggregated. However, tetter information on use of
pharmacies was obtained than in the 1986 DHS; the pharmacy
contribution of non-IUD modern methods wag 55 percent and of all
modern methods was 27 percent (versus approximately 7 percent of all
modern methods in the DHS).

The individual wuser of contraception probably regards family
planning as another health sgervice: contraceptive supplies and
services are provided primarily through normal health outlets ——-
pharmuacies, physicians' offices, clinics, and health centers.
Therefore, the segmentation of the contraceptive market should
follow the segmentation of the health care market, with use of
public and private outlets determined by contraceptive method,
income, perceived quality of care, and proximity to service
providers.

The use of public and private sector health outlets is affected both
by the availability of the outlets and characteristics of the user.
Many families use both public and private health facilities,
depending on the nature of the health condition, the age of the
uecr, and other factors.

Availability 1{is a function of both service providers and
facilities. Physicians are divided almost equally between the
public and private sectors, but only 18 percent of the hospital beds
in Peru are found in the private sector. Therefore, we should.find
that health cases requiring hospitalization show higher public
sector usage rates, while outpatient care should show higher private
sector participation.

This is confirmed by the findings of the 1984 National Health and
Nutrition Survey (ENNSA); for example, 23 percent of the women
recelving prenatal care used private physicians or clinics, but only
15 percent of the institutional births were attended in the private
sector. Similarly, 68 percent of th. women using female
sterilization received their method from the public sector, as did
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57 percent of the IUD unere; but only 46 percent of pill users {1986
DHS). Sterilization and IUD insertion require clinical facilities,
but a pill prescription does not.

Use of health or family planning service providers is also governed
by the user's ability to pay. According to the USAID-commissioned
Health Sector Analysis (HSA), in 1984:
-~ the private sector provided coverage to 21 percent of the
population,
-~ the public sector provided coverage for 47 percent, and
~ an estimated 32 percent of the population had no access to
modern health services.

The inability of large segments of the population to pay commercial
sector prices for contraceptive services and commodities and the
inability of the public sector to serve all of the economically
needy underscore the importance of A.I.D. assistance to the private
voluntary sector. However, PVOs cannot depend on A.I.D. or other
foreign donor subsidies indefinitely.

The purpose of the PVFP project will be to continue institutional,
financial support to a select group of FVOs; while providing
technical assistance to improve their management systems and income
generation abilities to a point where they are more economically
sustainable,. It 1s unlikely, however, that they will become
completely self-sufficient by the end of this or any other
assistance project.

3. Unmet Demand for Contraceptives.

Unmet demand for contraceptives in Peru 1s among the highest in the
vorld, For more than a decade, Peruvian women have had and,
continue to have, more children tharn they wanted. As early as 1981,
average ideal family size was already fewer than three children, or
about 1.5 fewer children than 1986 total fertility levels. Over
one-third of all births occurring in the last three years before the
1986 DHS were reported to be "unwanted", because the woman did. not
vish to have any more children.

The rate of unwanted pregnancies is even higher,. as many are
terminated by clandestine abortions. Recent studies estimate that
in urban areas as many as half of all pregnancies are terminated by
abortion; Government statistics demonstrate that abortion
complications are the fourth leading cause of hospital admissions in
Peru.

'There are many operational definitions of unmet demand for
contraception. At a minimum, it would include all sexually active,
fecundable women who de not wish to become pregnant and are not
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vging any contraceptive method, To these could be added pregnant
and post-partum women who do/did not wish the pregnancy and were not
using contraception when it occurred,

Using this definition, Peru ranks first among five Latin American
countries in terms of unmet need for contraception: 29 percent of
wvomen in union, including 9 percent who wish to space their next
pregnancy and 20 percent who want no more births, or nearly 900,000
women between the ages of 15 and 49 can be classified as having an
unmet need. If we add those sexually active unmarried women who do
not contracept and do not wish to become pregnant, and current
contraceptive wusers whose methods are inappropriate for theilr
fertility intentions (e.g., women who want no more births and use
ineffective contraceptive methods), the total unmet demand for
contraception is even greater.

C. Constrajnts to Improved Family Planning in Peru.

1. Political and Social Considerations.

Destabilizing factors. Peru is currently undergoing its most severe
instability in decades, fostered by inconsistent economic policies
and an ever-increasing presence of destabilizing guerrilla groups.
The problems faced by the GOP in its attempts to promote urban and
rural development are exacerbated by rapid population growth.
Peru's current population of nearly 22 million is Jlargely urban and
is concentrated along the coast. The population growth rate is
about 2.6 percent, with urban Peru growing twice as fast as rural
Peru, If these trends continue, Peru's population will double
within 30 ycars, with over 75 percent of its people living in urban
areas,

This has important implications for family planning service
delivery. On the positive side, since the overwhelming proportion
of private commercial sector delivery occurs in urban areas, the
increasingly large proportion of. the urban population will enhance
the economies of scale and market oppbrtunities which could further
attract private commercial sector involvement. On the negative
side, it will become increasingly difficult to service the rural
population, thereby augmenting the flight to the cities and 1its
resulting socio-political destabilization.

Relatively less effective public sector. The relatively weak

performance of the public sector underscores the importance and
rationale for the private sector development efforts foreseen under
the PVFP Project. The public family planning service delivery
infrastructure suffers from lack of trained medical personnel,
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management capability, and staff continuity. GCovernment policies
have increased the burden on health facilities by increasing the
eligible population (e.g., extended IPSS coverage to all housewives,
the population in the Andean Trapezoid, and v market cooperative
members) without significantly raising health sector budget levels.

Family planning services feel the pressure of this additional
burden, as the 1limited number of medical personnel must attend
greater numbers of clients with decreasing budgets and support.
Management capabilities are lacking at all levels, resulting in
delays in patient processing, weak logistic systems, poor planning,
budgeting and programming, and inadequate use of statistics.

The inefficiencies in the public sector have already led increasing
numbers of Peruvians to depend on the private voluntary sector for
family planning services and supplies, attracted by low (subsidized)
prices and the PVOs' reputations for quality services. A
significant portion of current and potential PVO users have enough
disposable income to contribute to the cost of the services and
supplies they receive from the PV0Os, but not enough to pay
commercial sector prices. The ideal market for family planning PVOs
is precisely that segment of the population which cannot afford the
commercial sector, but which can pay a portion of their family
planning costs.

Legal and regulatory constrajnts. The most immediate constraints
affecting design of PVFP are restrictions on dispensing of

comnodities by non-medical personnel. In practice, these
constraints have had 1little impact on program functiorning with
donated commodities, but could pose an obstacle in the future when
the PVOs begin to purchase IUDs and pills locally, since under
government regulations pharmaceutical manufacturers can sell only to
registered pharmacies, physicians, and medical establishments.

A Becond legal <constraint is the prohibition of voluntary
sterilization solely for contraceptive purposes. MOH norms permit
voluntary sterilization (male and female) only for high reproductive
risk, which is specified by such health criteria as maternal .age,
parity, poor obstetric history, and acute and chronic health
conditions. Most of the men and women wishing to opt for this
method satisfy the MOH criteria for high reproductive risk.

Socio-cultural constraints to family planning service delivery. The
vast social, cultural, and geographic differences existing in Peru
constitute a difficult constraint in designing strategies for family
planning service delivery. Conservative medical professionals and
. influential community leaders often side with Catholic Church
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hierarchy in opposing modern methods of family planning. It {is
unusual to find half of the couples practicing family planning to be
using traditional methods in a Latin American country, as 1is the
case in Peru, Deeply 1ingrained misconceptions about specific
methods make the transition from traditional methods to modern ones
difficult.

Contipuing leadership commitment. The wupcoming presidential

election (scheduled for 1990) may reduce public statements and other
indications of commitment to family planning due to the sensitivity
of the issue. A new administration may sharply reduce its overall
commitment to family planning; worse, it may also reduce the ability
of the private sector to function.

2. Financial and Economic Considerations.

Economic chaos. The current instability faced by Peru poses a
difficult constraint to the successful implementation of any
project. The hyperinflation during the past year (August 1988 to
August 1989) was 5,950 percent, with hyperinflation since January
1989 rumning at an annualized rate of 7,000 percent, Real wages
have dropped substantially, by about 50 percent; the Lima employment
index has been declining an average of 5 percent on a monthly basis,
since September, 1983. The gross domestic product declined by 8.5
percent in 1988, with a further decline of 15 percent foreseen for
1989, Public budgets have become totally inadequate; prices and
contracts have had to be renegotiated; public sector strikes have
become a common occurrence, and key GOP officials have left
government service.

Private sector credit outstanding in real terms was cut by more than
half by inflation and credit limitations, bringing on a aevere
recession and a very poor business environment. Government policies
towards private business have been inconsistent, with reversals and
mixed signals in policies of pricing, nationalization, and
import/export restrictions. Real exchange rates are extremely
unstable and are often harmful to exporters. Industrial produgtion
hae slowed, as have exports of raw materials. The GOP has distanced
itself from the entire international financial community, including
the IMF, IBRD, IDB, and commercial banks,

Impacts on the private yvoluntary sector. Business confidence ---

and the confidence in the Government to weather the economic
maelstrom --—— has fallen ¢to very 1low levels. Industrial
corporations and other entities are seriously re-examining the
. feagibility of continuing work (and the compensation and benefits
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packages of their employees) in this environment. Wyeth
Pharmaceuticals, for example, has pulled manufacturing operations
out of Peru, although some of their products will continue to be
marketed.

To tackle the economic crisis, the GOP has imposed increasingly
stringent import restrictions, both on raw materials and on finished
products. Pills and spermacides are manufactured locally, but with
imported raw materials; condoms and IUDs must be imported. There is
" gome speculation that supplies of locally manufactured
contraceptives might experience sporadic shortages in the future
(especially, with the anticipated stimulation of demand), although
no shortage exists as of August 1989, In this context, the
continued supply of donated commodities becomes even more critical,
a8 does the ability of the PVOs to assume more responsibility for
projecting their future needs and exercising better control of their
logistics.

High rates of unemployment and underemployment have reached the
middle and upper classes, and hyperinflation has eroded their
purchasing power. At the same time that real disposable income has
declined, the cost of medical insurance has increased sharply.
Employers have reduced coverage or have increased employee
co-payment fees. :

Should the economic decline continue, the demand for low~ or no-cost
family planning services and commodities may increase more than is
currently projected, as greater numbers of the middle class are
priced out of the commercial market. These displaced middle-class
clients, already accustomed to paying for goods and services, would
probably be willing to continue to pay, albeit at a lower level, for
family planning, thereby improving income generation for the PVOs.

3. Gender Considerations.

Lack of gender-disaggrepated data. Information on men's knowledge,
attitudes, and practice of family planning is extremely 1limited;
contraceptive prevalence surveys typically have used only female
respondents. This focus 1is appropriate from the demographic
perspective of direct impacts on fertility, and at least one study
has shown that when husbands and wives are interviewed separately,
they agree as to what (if any) family planning method is being
practiced. However, in order to raise contraceptive prevalence and
to increase the availability of under-utilized methods, especlally
condoms and vasectomy, the male perspective should surveyed.

Male opposition to family planning. It has been suggested that the

man's consent may be necegsary for the woman to adopt family
planning. In Peru, spousal opposition to contraception does not

—
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appear to be an important explicit factor in a woman's non-use of
family planning. In the 1986 DHS, only 1.2 percent of the women who
had discontinued family planning and 8.7 percent of the women
exposed to unwanted pregnancy and not using contraception cited the
opposition of their spouse as the principal reason for not using
family planning. However, men report the same health fears about
contraceptive methods as women,

Male's refusal to cooperate; lack of male-oriented family planning
programs. Of the various contraceptive methods available, one (NFP)
rTequires the man's cooperation and three (withdrawal, condom,
vascctomy) are used by the man rather than by the woman. The two
modern male methods show the lowest prevalence rates: condoms (0.7%)
and vasectomy (less than 0.01%). Condoms appear to be used more in
pre-~ and extra-marital relationships, and wusage rates may be
under-estimated in the standard prevalence survey. Vasectomy, on
the other hand, has never been promoted, is generally unavailable
except for a few private sector outlets, and is virtually unused in
Peru; only one case was reported in the 1986 DHS survey.

Socio-cultural stereotypes may lead potential vasectomy providers to
conclude that the method 1is wunacceptable to Peruvian men and
therefore not worth promoting; the resulting lack of information and
avallability prevents potential users from learning about and
adopting vasectomy. Countries such as Brazil and Colombia, where
vasectomy has been strongly promoted by clinical programs oriented
to men, now show significant acceptance of the method.

Yomen's participation in management and training opportunities. It
appears that among the professional service providers (physicians)
and program managers, the proportion of women is less than their
proportion of the population. Gender-disaggregated data on program
managers, physicians, distributors, service receivers, participants,
beneficizries, etc. have been collected as part of the institutional
an”: social analyses for this project. Gender-disaggregated training
tergets have been developed on the basis of these findings.

LX)}

D. Other Donor Activities.

A.1.D. provides approximately $2.5 million in bilateral population
asasistance to Peru annually, plus another $1 to $2 million each year
in central population funds, which in the past represented some 75
percent of all international donor population assistance. With the
approval in late 1988 of a $5 million project by the United Nations
Fund for Population Activities (UNFPA) to the MOH, that percentage
.has declined. Recently, the German Technical Assistance Agency
(GTZ) funded a project to expand delivery of IUDs in Cuzco province.
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A.I.D. continues to be the only large-scale donor for the private
voluntary sector. None of the other international donors have
mounted large-scale family planning service delivery projects. From
time to time, individual PVOs receive donations from foundations,
pharmaceutical companies, etc., but with the exception of IPPF
agsistance to INPPARES, these donations are seldom substantial or
long~term.

E. USAID/Peruw and A.I1.D. Policies and Strategies.
1. USAID/Peru Population Sector Strategy.

USAID/Peru's strategy for the population sector is outlined in the
1988 update of the Country Development Strategy Statement (CDSS).
It identifies rapid population growth as a serious impediment to
Peru's long-term economic development objectives. It also stresses
the health implications of high fertility for women and children.

As stated in the CDSS, the Mission's approach to the population
gector is to assist the public sector, through the Ministry of
Health (MOH) and the Peruvian Social Security Institute (IPSS), and
the private voluntary sector to provide family planning services and
to stimulate private commercial markets in family planning products
and services. The strategy responds to the existing unmet demand
for family planning by increasing service delivery capabilities
throughout the population sector and thereby increase users' access
to those services. '

In order to respond more effectively to the demands and expressed
needs of men and women, the USAID Population Strategy divides the
population of current and potential users of family planning methods
into three operational categories. These are defined by the
individual's reproductive intentions for him or herself, rather than
by any arbitrary criteria such as age or socio-economic status.
They include:
- those who already have  al! the children they want and
therefore wish to have no more children; . -
~ those who wish to postpone a first or subsequent birth; and
— those who would use contraceptives on an occasional basis
(e.g., to avoid sexually transmitted diseases (S1Ds)).

Data from the 1986 DHS indicate that 64 percent of women in union of
reproductive age do not wish to have any more children., This
finding has been corroborated by other smaller-scale surveys. The

A\l
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unmet demand generated by limiters for long-lasting methods cannot
be met entirely by the public sector, whose facilities are already
over-loaded with maternity cases and medical emergencies.

Therefore, the USAID strategy for public-sector assistance includes
support for developing more efficlent service delivery paradigms,
such as post-partum procedures and those performed after treatment
for abortion complications (post-abortion procedures). In the
short-term, the demand for interval procedures (not 1linked to a
birth) must be handled largely by the private sector, including both
commercial providers and PVOs.

The private voluntary sector will play a central role for those who
vish to have no more children and those who wish to postpone births
as well. USAID's short-term strategy is to enhance the capacity of
the PVO gector to provide interval {son-birth related) delivery of
long-lasting methods. USAID's long-teim strategy is to increase the
private commercial sector share of commodities and services for
those who wish to postpone births.

2. A.I.D. Population Policy.

The underlying principles of U.S. asu!stance for family plenning are
voluntarism and informed choice. A.I.D. seeks to (a) enhance the
freedom of individuals in developing countries to choose voluntarily
the number and spacing of their children, and (b) offer a range of
family planning methods and information about those methods. As one
component of a complete family planning program, PVFP will increase
information and availability of .all contraceptive methods,
especially those whose demand <urrently exceeds the avallatle
supply. Individual market decisions as to whether or not to
purchase these methods will ensure the voluntary nature of the
progranm. '

F. Relatjonship of this Project to Other A.I;D;.Eingnggd
Projects.

1. Private Sector Family Planning Project (527-0264).

Project history. The Private Sector Family Planning Project was
designed as one element of a three-part strategy to support family
planning services in Peru. The other two initiatives included a
public sector project (Integrated Health and Family Planning
(527-0230) and its planned follow-on for the MOH) and a commercial
.sector project (Contraceptive Social Marketing, launched in 1984).

This PVO initiative also vas designed to respond to the slow and
poor results experienced in the public sector. The rationale was to
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capitalize on the purported greater effectiveness, flexibility,
innovation, and agility of the private sector agencies to meet the
demand for family planning services. It was, however, recognized
that the numerous, diverse family planning PVOs were not aitogether
prepared to meet the challenge, and that to attain the goals of this
initiative, these groups needed coordination and institutisnal
strengthening.

All PVOs which had received or were then receiving A.I1.D. funding
(either directly from USAID projects or indirectly from centrally
funded Cooperating Agencies (CAs)) were included in the initiative.
While these entities could account for funds received and had at
least rudimentary systems, staff, and infrastructure' to begin the
task, none (except INPPARES, the IPPF affiliate) had had access to a
steady flow of technical assistance (TA) and funding essential in
the development of comprehensive management systems and service
provider capabilities.

The project concept. As performance problems were attributed to the
start/stop nature of multiple CA funding, sporadic TA, and
administrative delays, the new project offered all PVOs the ongoing
TA and funding needed to develop institutional capabilities. The
PP's institutional analysis of each PVO provided some baseline
measures of institutional characteristics and family planning
users. Funding and TA were to be provided to all PVOs during
Project Year (PY) 1, The first assessment of each institution's
progress as measured against its own baseline was scheduled after PY
l. Those wnwilling or unable to develop efficient management
systems would cease to receive A.I.D. finaacial support.

The Private Sector project also sought to develop the ability of the
private sector to determine its policy needs (through research) and
articulate them to the GOP., Additionally, it was (a) to foster
cooperation and coordination among PVOs to maximize use of existing
resources, and {b) to encourage increased financial independence
through training in income generation.

Qutputs. Under 1its institution buflding component, the Private
Sector project was to develop PVO objectives and work plans, improve
accounting systems, develop evaluation plans, utilize a
comprehensive logistical support system, and . implement a
standardized statistical data collection and reporting system. Of
the 16 items on the illustrative list of technical assistance and
training topics, 11 referred to management systems. However, as the
only quantitative output measures specified in the PP related to
services expansion (explicit measures/outputs of institution
building were not specified), service delivery expansion and IEC
activities received the bulk of resources.



In the population policy component, the project included research
studies on policy topics and institutional development of private
research agencies (AMIDEP and INANDEP) and the CNP. The project was
(a) to underwrite seminars/conferences for opinion leaders, and (b)
to publish and distribute books, monographs, studies, and a regular
policy bulletin (for policy-mekers). The PP also called for changes
in population laws affecting private sector family planning agencies.

The PP conceptualized the inter-agency coordination component to
promote PVO intercommunication and cooperation on issues of common
interest and to reduce duplication of services. Outputs included
the establishment of a Peruvian Coordinating Agency (PCA) and the
increased abilicty of PVOs to become more financially independent.

Project accomplishments. The project began operations on October 1,
1986, as Apovo al Sector Privado en Planificacjon Familiar (SPF) and
inaugurated its Lima headquarters later that month. The four-person
core team was contracted by January 1, 1987, and eventually expanded
to seven support staff and eleven technical staff (one part-time),
including an executive director, an administration/program director,
two program officers, a program assistant, a finance director, a
financial supervisor, an accountant, an IEC director, an IEC
assistant, and a logistics coordinator,

Table 1 of Annex JII summarizes relative resource allocation by
project component during the first 20 months of the project. While
it was not possible to assign dollar values to staff days,
consultant days, and workshops, the table clearly shows that the
greatest share of project resources were directed at services
delivery: 45 percent of the SPF professional staff time allocated to
PVOs, 58 percent of the consultant days allocated to PVOs, 82
rercent of the subgrants, and 13 percent of the workshops.
Inter-agency coordination received the smallest allocation of
project resources, followed by population policy. This closely
follows the resource allocation stipulated in the PP.

All PVOs identified in the PP (except SMISSA and Marcelino-Lima)
received subgrant support; 63,800 ilew contraceptive users were
attributed to this new service delivery. All PVOs identified in the
PP participated in at least one workshop, with the three major
service providers (APROSAMI, PROFAMILIA, and INPPARES) participating
in all workshops. Some 164 individuals representing 33 institutions
throughout Peru were trained in the workshops.

A study of current population policy and law was commissioned; at
the request of (and on the behalf of) the PV0Os, SPF advocated
‘liberalization of the voluntary sterilization laws, Finally, the
executive directors of the PVOs met at SPF on a monthly basis.
Through the zonification sub-project, the three largest service
providers in Lima coordinated their programs to reduce duplication,
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Table 2 of Annex III, Exhibit A presents a comparison of achieved
output indicators to targets set in the PP, Project outputs are
basically congruent with the quantitative measures specified in the
PP. However, these measures are insufficlient to assess progress in
all components --- especially that of institutional strengthening;
the benchmarks bias project activities away from that central
fcature and towvards services expansion.

Difficulties encountered. The PP recognized --- but underestimated

- the enormous management burden that the project and the many PVO
beneficiaries would Impose on the Population Division; foreseen
staff requirements were inadequate for monitoring and ccordination.
The limitation of competition to the three CAs already registered in
Peru (only or.e submitted a proposal) and the obligation constraints
created by Section 620(q) and Brooke-Alexander sanctions combined to
yleld a hastily executed cooperative agreement. Early on, it became
evident that the agreement was not sufficiently detailed to avoid
differences of opinion on implementation and reporting.

The decision to lenve some design details "open" (to be resolved by
the awardee) led to ambiguous or internally inconsistent goals
within the PP, The Mission request for in-depth financial
reporting, which was greater than that required by A.I.D./W
activities, created tensions with the CA. These difficulties wvere
exacerbated by high project administrative costs, and their
increasing burden as the overall Population account declined.

While the original FP contained the essential components for a
successful PVO family planning initiative, a mid-term evaluation
concluded that some components and subcomponents had inappropriate
output measures and were inappropriately prioritized by the CA in
its operational plan. The evaluation recommended a more detailed
look at the project, once the Mission had defined an overall family
planning strategy. The Mission subsequently decided- to terminate
the cooperative agreement two years earlier than planned and
design/implement a new PV0 project,

0

2. Contraceptive Social Marketing.

USAID/Peru will be concluding a five-year project in_ contraceptive
social marketing (CSM) in Pebruary 1990, The activity promotes
locally produced brands of pills and spermacides and targets younger
users in lower-middle and upper-lower income groups. While there
vere no formal linkages between the CSM and SPF projects, APROPO
(the implementing agency for CSM) participated in the monthly
meetings of PVO executive directors held at SPF and in the
discussions to form a coordinating entity of Peruvian family
planning PVOs.



Some of the achievements of the CSM Project have directly benefitted
PVOs. For example, APROPO obtained MOH approval to sell donated
contraceptive commodities at a profit, thereby opening the way for
PY0s to charge higher prices for the svpplies they provide. The
mass media promotion of pills and spermacides may have increased
demand for those methods and the promoted brands among women served
by PVOs and has demonstrated the willingness of some PVO clients to
pay higher prices than are currently beiny charged. Several CBD
programs reported anecdotally that users of the A,I.D.-donated pills
- were requesting the CSM brand, even if it meant paying a much higher
price. By generating their own income through the sales of
contraceptives, the PV0Os not only become more economically
self-sufficlient, but they achieve greater freedom in selecting the
products they wish to carry.

3. Private Commercial Family Planning Project.

USAID/Peru will inaugurate a three-year Private Commercial Family
Planning Project (PCFP) in 1990 as a follow-on the the CSM Project.
PCFP will consolidate the advances made in commercial marketing of
pllls and spermacides and will offer limited support to motivate the
inclusion of family planning services and supplies in health
insurance and employer plans. While PCFP will work with the
for-profit sector and PVFP with the private voluntary sector, there
are several linkages between the two projects.

It 1s anticipated that as a result of PVFP Project activities, the
PV0s will develop a stronger market or business-oriented approach,
including better cost recovery and income generation plans. As the
PV0Os increase the prices charged for services and supplies —--
especially in urban community based distribution (CBD) of temporary
supply methods, they will begin to compete for some of the same
markets served by the commercial sector, namely the upper-lower and
lover-middle classes. :

During the life PCFP, USAID/Peru .will continue to provide commodity
support for urban CBD. A.I.D. regulations require that all donated
commodities be purchased centrally. Therefore, PVFP cannot use
project funds to purchase CSM trands. However, it is hoped that as
the PVOs recover more of thelr operating costs througn contraceptive
sales, they will begin using: some of this income to purchase local
CSM brands, thereby adding tc point-of-purchase outlets and
contributing to PCFP Project success.

Additionally, some PVOs may enter into contractual arrangements with
~employers and/or health insurance companies to provide services,
such as training, supervision, or family planning services. For
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example, INPPARES has an on-going project to provide family planning
gervices to industry. In the past, these services have been heavily
subsidized (employers have given "donatlons' 1instead of paying fees
for the services provided). Under the PVFP Project, INPPARES will
be encouraged to charge fees for industrial services rendered.

Under the Milpo pilot project, two PVOs (PRISMA and Instituto
Marcelino) were contracted to provide tralning and supervision for
company staff. These contractual arrangements will be continued
under the APROPO mines project. All PVOs will be encouraged to
develop some additional source of income.

4, A.I.D./W Centrally Funded Population Activities.

Throughout the years, various CAs have provided funds to PVOs to
carry out such family planning activities as training, research, and
service delivery, 3In accordance with the mandates of their
respective A.I.D./W centrally funded projects. Mission involvement
with these activities has been limited primarily to approving
project design. Since early 1988, however, the Mission has taken a
more active role in targeting and coordinating CA assistance to
conform vith USAID's family planning strategy.

The Population Division maintains a listing of all CA projects and
updates it every six months. Current levels of total CA funding are
approximately $1.5 to $2.0 million per year (from 1985- 1988, 17 CAs
funded 45 projects with 30 PV0s). The Mission has activaly
encouraged CAs to work in Peru and offernd SPF collaboration and
agsistance to coordinate and supervise their projects.

tmong the service delivery and tieining projects that have assisted
and complemented Mission population activities, the mcst valuable CA
effort has been that of the Population Council/INOPAL Project. The
operations research performed by INOPAL subpreojects has produced
findings that have resulted in better and more cost cffective PVO
service delivery. The impact of .this work has been enhancad by the
presence of in-country staff who, in' addition te their resezrch,
have provided valuable technical assistance. Another important
source of assistance has been JHPIEGO, which helped the MOE to
develop and implement the high-risk norms for surgical contraception.

5. Child Survival Action Project.

USAID/Peru family planning activities in the public sector (MOH and
IPSS) are financed through the Child Survival Action (CSA) Project.
There are both implicit and explicit linkages between the PVFP and
CSA Projects, First, as director of the National Family Planning
Program, the MOH is charged with coordinating all family planning
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activitiena in Peru, including thone in the private nector., Private
voluntary scctor contributions to overall contraceptive prevalence,
new user targets, and contraceptive commodities are included in the
annual targets for the National Family Planning Program.

The model proposed in the PVFP Project to expand family planning
coverage in rural arcas will require direct linkages with the CSA
Project. Specifically, PVFP will provide financial support for PVOs
to operat~ after-hours family planning clinies in public sector (MOH
and IPSS) hosplitals and health centers. FEquipment and commodities
for these clinic sessions would be provided by the CSA Project, and
the PVOs would receive PVFP funda to hire and train personnel, who
may or may not be MOH/IPSS staff.

G. Lessons Learned from On-Going and Recent A,I.D.-Financed
Projects.

In the design of the PVFP Project, USAID has been ‘gulded by the
experience of previous interventions in the family planning sector.
These lessons lecarned are provided, immediately below.

Avoid & complex, complicated desjgn. An overly broad or

extensive acope of work, either in terms of number of activities
or in terms of number of participating s&gencies, results in
unnecessary complications, over-extension of personnel, and lack
of coordination., Future projects, especially those funded and
monitored directly by the Mission, should be more limited in
scope and more narrowly targetted.

Use of Jlocal talent. Whenever possible and feasible, host
country nationals and in-country personnel should be employed.
This includes the implementing agency, consultants for short-
end long-term technical assistance, and specialized agencies for
training and research, etc. Use of local resources strengthens
the providers as well as reciplents of assistance, lowers
administrative and support -costs, and maximizes the funds
available for project activities. -

Clear definition of Mission's role. Before project agrcements
are finalized, the Mission and implementing agency must clearly
define, 1in writing, the rolz that the Mission will play in
project implementation. The kission must select the obligating
mechanism (cooperative agreement, contract, operational program
grant, etc.) appropriate to this role. The project agreement,
regardless of obligating mechanism, should carefully and clearly
specify:

a. the lines of authority and roles of all participating

agencies and individuals;
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b, the number and qualifications of all staff to be hired
under the project; the Mission should reserve the
right to interview candidates for all professional
positions, check thelir references, and give approval
on the final selections; and

c. the reporting requirements should include internal
quarterly program (technical) and financial reports,
as well as complete and detalled semi-annual program
and financial reports.

Use of a steering committee. Mission-funded projects with more
than one participating agency should include & project steering
committee or technical advisory group with representatives from
the Mission, the implementing agency, and the participating
agencies. Depending on the subject matter, the committee might
also include public sector representation. Specifications of
the role of the steering committee, frequency of meetings, and
other operational detalls should be included in the project
agreement.

H. Project Rationale and Strateayv.

The USAID/Perv family planning policy supports the expansion of
contraceptive prevalence and the increased use of more effective
contraceptive methods in order to assist Peruvian families to have
the number and spacing of the children they want. Given the
constraints of the public sector and the worsening economic
situation, this 'project is needed to support and strengthen the
private voluntary sector to deliver family planning services and
supplies to lover~-income women and men and to assist the public
sector expand family planning coverage in unserved or underserved
rural areas,

This project will support and strengthen the PVOs as integral
institutions, capable of 1internally coordinating their various
programmatic activities in a mere effective and cost efficient
manner and capable of internally generating larger portions of their
institutional budgets. The skills and infrastructure introduced by
this project will continue to serve the PVUs in developing
increasins self-sufficiency even after the project ends.

Institutional strengthening will be accomplished through the
development of appropriate management structures and procedures
vithin the participating PVOs. Once the appropriate management
systems are implemented and functioning well, a concentrated effort
will be made to increase the cost effectiveness of the PVOs' service
delivery components.



The project will also improve coat recovery by assisting the PVOsg to
establish realistic user fees. Price elasticity studies will be
conducted to set prices and establish mechanisms to adjust for
inflaticn., Sliding fees or other pricing procedures will guaran:ee
equity --- that poorer clients will still be able to afford PVO
services. Income--generating activities will be introduced as
appropriate in the form of cash and in-kind donaticns from local
Peruvian individuals and organizations and profit-making ventures.
This element of institutional development will contribute directly
to self-sufficiency by transferring part of the subsidy burden from
international donors to local sourccs of funding.

Operating funds will be provided for services delivery during the
process of institutional development, In keeping with A.I.D. policy
of freedom of choice, assistance will be provided for all methods of
contraception. However, emphasis will be given to increasing the
availability of those wunder-utilized methods identified in the
USAID/Peru family planning strategy, namely long-lasting methods
(IUDs and VSC; implants may also be introduced). Accordingly,
financial support for uiban CBD programs will be reduced over time
to donation of commodities, and technical assistance will be
provided to make urban CBD programs self-sufficient.

Limited funds will be provided for services expansion. In keeping
with USAID/Peru's strategy to increase access in rural areas, these
funds will be reserved for rural expansion, beginning with PVO-
public sector collaboration. Local PV0Os will operate after-hours
family planning clinics in public hospitals and/or health centers.
Once an after-hours clinic is functioning (and if community demand
is demonstrated), rural CBD programs may be established.

Institutional support will be limited to no more than six family
planning PVOs. Technical assistance, commodity support, and
training will be offered to all family planning service delivery
PVOs. Whenever possible, contracts to provide training, production
of educational materials, and research will be awarded to Peruvian
family planning PVOs. Grants to -operate after~hours family planning
clinics in public sector facilities will vLe made to PVOs already
operating in the area, including non-family planning PVOs which wish
to add family planning to their other development activities.

In summary, this Project will consolidate the advances achieved
through more than a decade of donor support to the Peruvian private
voluntary family planning sector. Through enhanced management and
programmatic capacities and improved economic self-sufficiency, the
participating PVOs will expand their abilities to deliver
long-lasting contraceptive methods, while maintaining education in
and delivery of temporary supply methods and natural family
planning, and will assist the MOH to expand family planning coverage
to more remote rural arear where it is badly needed.
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III. DETAILED PROJECT DESCRIPTION.

A. Project Goal and Purpose.

The Project goal is to improve the quality of life for Peruvian
families through increased access to the means to achieve the
desired number and spacing of their children. The Project purpose
iz to maximize the availlability of all family planning methods to
women and men who wish to use them by increasing the capacity of the
private voluntary sector to deliver long-lasting contraceptive
methods while maintaining support for temporary supply methods and
natural family planning.

B. End-of-Project Status Indicators.

The objectives of the project are (1) to increase the capacity of
selected PVOs to delivery family planning services (institution
building); (2) to improve the availability of long-lasting
contraceptive methods; (3) to maintain support for temporary supply
methods and natural family planning; and (4) to enhance rural family
planning coverage through PVO-public sector collaboration.

1. Increased Capacity to Deliver Family Planning Services.

Institution building is a crucial prerequisite to increasing the
availability of cost effective Bervices and information and to
providing family planning services to more users. By the end of the
project, the participating agencies will have reduced the unit costs
of services delivered so that they will be able to increase the
number of users served at present donor funding levels or reduce the
international donor support required to maintain the current level
of wusers served. This 1s reflected in indicators presented
immediately below.

Improved Administrative Systems. By the end of the project (EOP),
all six participating PVOs will have developed and implemented:

- strategic plans,

- annual operational plans and financial objectives,and

- management information systems. '

Improved Cost Effuctiveness. By EOP, participating PVOs will have
improved operational efficiency, reduced costs, and improved cost
efficlency. Costs per service delivered will vary by contraceptive
~method, service delivery outlet, and geographic region. Following



the completion of the technical studies in PY 1, numerical targets
for use of installed capacity in both full-service clinics and
rotating posts will be specified for PY 2, 3, and 4.
- for urban areas: (a) full-service clinics, and
(b) rotating posts; and
- for rural areas: (a) full-service clinics, and
(b) rotating posts.

Enhanced Financial Self-Sufficiency. Financial sustainability will

- be encouraged by increasing locally generated revenues, principally
through cost recovery (fees for services and supplies) and income
generation (sales of other services, commodities, local donations,
etc.). By EOP, urban CBD programs will be self-sufficient, except
for donated commodities. In addition, after the completion of the
technical studies in PY 1, numerical self-sufficlency targets will
be established for PY 2, 3, and 4 for:

-~ urban clinics,

-~ urban rotating posts, and

~ rural programs (in non-public sector installations).

2. Availability of Long-Lasting Contraceptive Methods.

Installed Capacjity. During PY 1, numerical (percentage) targets
will be established for increasing PVO capacity to delivery IUDs and
VSC and for increasing the portion of the PVOs' operating budgets
dedicated to delivery of long-lasting methods.

Long-Lasting Contraceptive Method Users Served. Followlng the
trends observed between 1987-1988, the number of acceptors of IUDs

and VSC served directly by the PVOs will increase by 35 percent per
year, The proportion of IUD and VSC acceptors over all acceptors in
urban areas will increase by 20 percent per year. These levels take
into consideration current Peruvian law and MOH norms which allow
VSC only for men and women at high health risk.

3. Increased Rural Coverage. .
After-hours family planning clinics will be opened in 30 public
sector hospitals and/or health centers, of which 10 will be operated
by the MOH or IPSS before the project terminates. Four rural CBD
programs will be established. As a result of project activities,
rural contraceptive prevalence will increase by 2 percenc per Yyear,
and modern method wuse will increase to 75 percent of all
contraceptive use.
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4, Gender Considerations.

The numbers of women in management and other professional positions
will be increased as a result of project activities. To correct
historical 1imbalances, at least 67 percent of new hires in
professional/management positions will be women, Participation of
women in management training courses will be equal to their
representation in the PVOs' work force or 50 percent of all
management trainees, whichever is greater. ‘ .

More men will be recruited as CBD distributors and supervisors.
Twenty percent of all new CBD distributors trained will be men.
Since the restructuring of urban CBD programs may include reducing
the numbers of supervisors, no numerical targets for male
supervisors will be stipulated. However, programmatic activities
aimed at promoting male methods will be encouraged to recruit male
supervisors.

C. Project Components.
1. Participating Agencies.

Six family planning service delivery PVOs will be the major
participants in the PVFP project.

Asociacion de Irabajo Laico Familiar (ATLF). Recognized by the
Episcopate of the Catholic Church, this agency offers laboratory

services 1in reproductive heaith and promotes only natural family
planning methods. It receives funding from the Church, UNFPA, and
from A.I.D. through both the SPF project and centrally funded CAs.
ATLF operates in Lima and the surrounding areas.

Asocjacion de Profesionales para la Promocion de 1la Salud

Maternc -Infantjl (APROSAMI). Clinic-based with an extensive CBD
program, this agency previously received support from Family

Planning International Assistance. (FPIA) for five years. It is now
being almost totally funded by “'the SPF project. APROSAMI
participates in the SPF-funded Lima zonification project. It offers
family planning services in Lima and operates a hotline for
adolescents in Arequipa.

centro Nor-Peruano de Capacitacion y Promocjon Familiar (CENPROF).
Based in Trujillo, CENPROF provides clinical and CBD services.
CENPROF currently receives institutional funding from SPF and CAs.

Instituto Pervano de Paternidad Responsable (INPPARES). INPPARES is

the Peruvian affiliate of International Planned Parenthood
Federation (IPPF). It offers training and services through both
clinical and CBD operations. INPPARES participated in an operations



research project with the Population Council/INOPAL Project that has
been adopted by SPF as the model for rotating medical posts.
INPPARES has received four services subgrants from SPF and
participates in the Lima =zonification project. It operates a
nationwide network of family planning service outlets.

Promecion de Labores Educativas y Asistenciales en Favor de la Salud
(PROFAMILIA). This PVO offers family planning and other health
services through a network of four c¢linical modules and CBD
- programs, PROFAMILIA has received three subgrants from SPF,
including two to work outside of Lima (in Tingo Maria and Huancayo)
which have now terminated, and participates in the Lima zonification

project.

Provecto Planificacion Familiar (PLANIFAM). This agency offers CBD

and clinic~based family planning services in the city of Cusco and
the surrounding peri-urban area. It has recently extended its CBD
program to rural parts of Puno department. PLANIFAM 1s supported by
funding from the SPF project and a CA (CEDPA).

Other Peruvian PVOs will be invited to participate in specific
activities, such as training, research, and production of
educational materials production. These may include PV0Os involved
in non-family planning development activities which wish to
collaborate with the public sector to offer family planning
services, Project support may also be extended to a PVO
coordinating body, when and if such an entity begins to function.

2. | Institutional Strengthening.

This component will strengthen the management of the six primary
PV0Os through the introduction, acquisition, and application of
management systems and skills. '

Institutional Mapagement Structures. Institutional Inanagement
structures will be strengthened through'

(1) the invroduction of personnel 'management systems,

(2) the establishment of organizational structures and staffing
levels and compositions that are adequate to support the
institutions' mission and programs, and

(3) the expansion of the role of the Boards of Directors.

Participating PVOs will develop annual and multi-year objectives and
vork plans for their institutions as a whole, integrating
programmatic activities financed by project funds, CAs, and other
funding sources.

‘Most of the participating PVOs have experienced rapid growth in the
size and extent of their program activities through infusions of
funding from a variety of donors, principally SPF and CAs. While
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the number, geographic coverage, and size of individual programs
have expanded rapidly, there has not been a commensurate expansion
or adjustment in their organizational atructures, Essentially, most
PV0g remain under the personal control of their executive directors,
and expansion has meant more tasks for existing personnel rather
than additional staff.

The project will assist the PVOs to develop balanced organizational
structures, with proper division of responsibilities among newly
organized management levels. The first step will be to assess the
individual PVOs to determine the adequacy of their staffing for
administration and support activities. Project funds will be
available to hire and train managerial, supervisory, and support
staff where needed. With the exception of new rural projects,
additional service delivery personnel will not be paid with funds
from this component: staff intended exclusively for service
expansion must be hired through savings from cost reductions or with
income generated through the project.

Tasks will be clarified and responsibilities will be delegated to
ensure the maximum utility of the staff. Decentralization will be
emphasized. Management tasks will be distributed in a more
efficient manner through delegation of authority for
decision-making. The type of specialized training and TA provided
to each PVO will vary with its staffing composition and other
characteristics.

Training 1in supervision techniques will be offered for both
supervisors of management staff and supervisors of service
providers. Selective supervision using performance feedback will be
emphasized. Specialized techniques will be developed to address
specific program problems identified through the management
information system.

The project will address personnel policy as a critical element of
management systems, especially to reduce turn-over, Staff turn-over
reduces cost-effectiveness through lowered productivity and high
recruitment and retraining costs. The project will asgsist
participating PVOs to implement formal personnel management systems
and to develop written personnel policy manuals that include job
descriptions, supervisory 1lines of command, salary ranges and
evaluation and advancement criteria, vacation and leaves, and
grounds for termination of employment.

Finally, the project will assist the PVOs in expanding the role of
their Boards of Directors. It will provide specialized training for
members of the Boards of Directors. Technical assistance will also
be provided in community resource development, oversight
responsibilities, policy guidance, setting short- and long-term



institutional and program objectives, and approval of capital and
operating budgets.

Measurement and  Control of  Administrative and  Program
Effectiveness. Improved ability to measure and control
administrative and program effectiveness will be achieved via the
development, installation, and use of a standardized management
information system (MIS) for tracking staffing, resource
allocations, logistics (commodities), and service sgtatistics. This
MIS will be wused for reporting production 1levels to management,
boards of directors, and donors, and for performing analyses of
resource use, Accounting systems, logistical support sgystems,
service statistics systems, and evaluation plans will be developed
and implemented. The MIS will have a central core that is common to
all the participating PVOs and specialized individual subsystems.
It will contain information on institutional and program inputs,
processes, and outputs. The project will assist the PV0Os to
determine the structure. and content of the MIS and will provide
individualized TA to each PVO in using information generated by the
MIS for planning, supervision, and evaluation.

The MIS will be organized to track staff and resource allocations,
logistics, and service statistics. Depending on the size of the
PVO, two or more managerial staff will be trained in its use; at
least one staff member from the administrative staff (e.g.,
accounting) and one staff member from the program staff (e.g.,
program coordinator). These staff will be responsible for training
their subordinates in data collection techniques.

The first priority of the project will be to develop and implement
the standardized logistics/service statistics component. This will
include commodity inventory, distribution, and sales tracking.
These procedures will be standardized across all PVOs receiving
A.I.D. commodities and across all donors. The logistics system will
permit the institution to maintain overall inventory control and to
disaggregate resources by program or funding donor.

The production component (service statistics) of the MIS .will
include both standardized and individualized measures, since not all
PVOs offer the same services and contraceptive methods via the same
delivery modalities. CBD programs will track contraceptives
disbursed to distributors, numbers of sales, and revenues received.
User characteristics will not be routinely collected from CBD
programs. Clinical programs have a greater wealth of user
information. Clinic client visits will be registered by type of
service provided, fees paid, etc. Data collection procedures will
.build on work already underway and systems already in place in the
PV0s. For example, the INOPAL operations research projects have
developed several computerized databases that could be adapted for
wvider application.
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In terms of resource allocation, each PVO receiving project
institutional support will automate its payroll and accounting
aystems, Efforts will be made to standardize the accounting
procedures used by all donors (project and CAs) so that the same MIS
can produce all financial reports.

End-users of the MIS will be program supervisors, managers, and
senior-level administrators. They will be involved at all stages of
MIS development and implementation, first to design the indicators
to be produced and then to be trained in the use of cost and
performance data to make mansgement decisions, They will learn to
set standards and evaluate performance.

Indicators will include gross production measures (new users,
medical consultations, revisits, income generated from fees, etc.),
coverage measures (program prevalence, prevalence increase, etc.),
quality measures (continuation rates, patient flow, etc.), and
efficiency measures (cost effectiveness, etc.). The project will
teach end users to utllize these indicators to provide
performance-based feedback to service personnel, identify
bottlenecks and operational problems, prepare budgets, and design
new programs.

Jdentification of Program and Adminjstrative Costs. Participating
PVOs will be assisted to identify administrative and program costs,

both direct (program) and indirect (capital, administrative, and
support), and to analyze and use that information to determine
cost-effectiveness ratios and other financial indicators. The data
for these analyses will be provided by the MIS, and the indicators
produced will be wused for 1institution and program planning,
monitoring, and evaluation. Participating PVOs will develop annual
and multi-year operating and capital expense budgets.

Few family planning PVOs know how much it costs to operate their
institution as a whole or the costs associated with their
administrative, capital, or program components. This stems largely
from the fact that most programmatic activities are funded by
discrete donors and are not integrated into an overall action plan.
The financial statements prepared by the PVOs reflect this
project-based, rather than institution-based, orientation. Staff
have insufficient time and support to prepare financial statements
for the institution as a whole. As a result, administrators lack
the documentation necessary to evaluate the financial condition of
their institutions.

This subcomponent of the project addresses the nced to identify and
analyze costs for the institution as a whole as well as its many
parts. This will be accomplished by establishing a comprehensive,
institution-wide accounting system that permits PVOs to meet
external reporting requirements and to meet their own internal



reporting requirements as well, Using data prepared by the MIS, the
fund accounting system will generate the 1level of subsidy (cost
minus price) for each unit of output. The system will also permit
the PV0O to prepare financlal statements and annual reports that
reflect the true financial condition of the instlitution to support
golicitation efforts for local and international donor funding.

PVOs will then accumulate better historical data with which to make
realistic budget projections to suppcrt clearly articulated
institutional and project goals and objectives. The elaboration of
capital and operating budgets will permit them to design short- and
long-term strategies for increasing program outreach and levelsa of
self-sufficiency.

The accounting system will also identify capital, support, and other
indirect costs, establishing a tase for allocating a fair share of
these costs to the direct costs associated with each service
delivery project. This will assist them in negotiating overhead
rates with their international and other donors.

Family Planning Market Analysis. This subcomponent of the project
will strengthen the PVOs' ability to conduct market analyses for the

family planning services and methods they offer, in terms of unmet
need, users' and potential users' preferences for methods, ability
to pay, etc. For existing programs, these analyses will ensure that
current users are being well-served and paying appropriate prices
for services and supplies received. Prior to program expansion,
market studies will be conducted to determine vhich market segment
should be addressed, and pricing and delivery strategies. This will
enable the PVOs to raise production of existing services, adjust the
fees they charge, and expand into new geographical areas, income
levels, and/or contraceptive methods.

The target market for the PVOs are lower income groups which require
subsidized commodities and services. Most of the PVOs have
attempted to reach these groups by locating clinic outlets and CBD
programs in outlying, poorer areas (pueblos Jjovenes) and charging
token fees., However, not all PVO clinics are located in poor areas,
and not all clients require complete subsidies. Furthermore, the
PVOs lack information as to the size of their markets, both in terms
of population size and in terms of unmet need.

The first activity will be to assist the PVOs to determine the size
of their markets, While official census information for the pueblos
Jovenes 1s either lacking (because the pueblo was formed after the
last census was taken) or out of date, useful population data are
often available from indigenous community organizations. Similarly,
there 13 little reliable information on unmet need for contraception
for the individual PVO service areas. However, data are available
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from the 1986 DHS. The proJéct will assist the PVOs to estimate the
size of thelr target populations and design the most efficient
service strategy to serve those targets.

Once the market segment to be targeted by the PVO is identified, the
project will assist the PVO to determine the nature of community
preferences and other factors which may influence contraceptive
use. Many of the existing programs have been operating for several
years in the same locationa and will be able to develop this
community profile from sgervice stsatistics. Others have recently
begun service delivery or are considering expanding to new
geographical aieas and have little information to guide them. The
project will assist the PVOs :to review existing data sources (such
as the DHS) and, only when needed, to collect new data.

The third activity will be to determine fair prices and price
policies (e.g., sliding scales) for goods and services. Available
data suggest that at least the three major service providers in Lima
(APROSAMI, INPPARES, and PROFAMILIA) should increase user fees. The
extent to which fees can be raised without pricing the services
beyond the target community's ability to pay, will be examined in
price elasticity studies to be conducted in the communities served
by the PVOs. By project end, all participating PVOs will have
introduced or raised client fees. Clients who cannot pay any fee
will still be served by the PVOs, but the major responsibility of
serving the poorest of the poor belongs to the MOH.

Increased Local (Peruvian) Support. Reducing costs and increasing
fees will reduce the per user subsidy that PVOs require to provide

family planning services, but in most, if not all cases will be
insufficient to achieve full economic self-sufficiency. While
international donor support will be continued through the LOP and
probably beyond, the final output of the institutional strengthening
component will be to increase the level of subsidy funding from
local sources.

This subcomponent will essist the participating PVOs to acquire
skills required to undertake {ncome-generating activities,
specifically:

- to increase local in-kind and cash donations, and

-~ to undertake profit-making activities.
Where appropriate, PVOs will begin or expand income generation
activities, the profits from which will be reinvested in capital
expenditures, staffing, or program operating expenses.

Many PVOs already solicit local donations. For example, in 1987,
PROFAMILIA raised $153,500 to support its non-family planning health
gervices, INPPARES' 42 neighborhood posts in Lima are housed in
facilities provided by the communities.

I



A a first step to broaden solicitation of local donationa, the PVOs
will specify their current and future capital and operating budget
needs, using outputs of the MIS. With this information, the PVOs
will be better able to prepare funding appeals for individual and
corporate donors. These appeals will offer in-kind and cash options
and choices regarding the use of the donation, and exploit the tax
incentives for donations made to philanthropic institutions. As
required by law, the PVOs annual report will 1list all donations
received, donors, and the use to which these donations were put.
" These annual reports will then be used for future fund raising to
ghow potential donors that their donations (i) are needed, (ii)
contribute to specific institutional objectives, and (iii) and will
be accounted for.

The project will also introduce profit-making activities into the
family planning ©PVOs to further increase their 1levels of
self-sufficiency. Peruvian law permits agencies registered as
non-profit to produce profits so long as the income generated is
reinvested in the agency and not distributed among its members.

Profit-making activities will be introduced only after the other
institutional development outputs have been achieved. The project
will assist the PVOs to identify their marketable skills and
products, markets, and prices. Second, the project will assist in
the development of business plans that clearly specify the product
or service to be sold, the market, start-up costs, and cash flow
projections., Small amounts of capital venture funds may be provided
by the project and/or assistance solicited from CAs (e.g., the
Enterprise Project).

3. Improve the Availabillity of Long-Lasting Contraceptive
Methods.

Increasing the availability of long-lasting contraceptive methods
vill be facilitated by reducing USAID/Peru funds allocated for PVO
institutional support of wurban CBD programs, Project support of
salary subsidies for CBD personnel (e.g., supervisors) will be
reduced during Project Year (PY) 1 and eliminated by the end of PY
2. Project-funded commodity donations will continue throughout the
life of the project., USAID funds freed up from urban CBD will in
large part be applied to clinical program operations.

PVOs will receive technical assistance to improve the utilization of
existing clinical capacity, This may result in adding new services,
carrying out community outreach efforts, and better integration with
.CBD workers. The rotating medical post system will be expanded in
peripheral urban areas, both by increasing the frequency of
functioning from twice a month to weekly in those posts already
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operating at peak output and by opening new posat locations in
underserved areas. Results from operations research projects on
effective catchment areas of rotating posts will be used to assiat
in determining the locations of the new posts. '

Community workers (volunteers) will bhe motivated to make more
referrals for IUDs and VSC counseling. Depending on the results of
price elasticity and market studles, the user fees for IUDs will be
raised, with a portion of the increase going to the worker meking
the referral. CBD promoters will also be trained to screen their
clients for reproductive risk wusing such MOH criteria as age,
parity, and previous obstetric problems, and to refer high risk
women to medical posts and/or clinics for IUD or VSC,

4, Maintenance of Support for Temporary Supply Methods
and Natural Family Planning.

In keeping with A.I.D. commitment to offer the full range of legally
permitted contraceptive methods to prospective family planning
users, the project will continue commodity donations of temporary
supply methods to all family planning PVOs and will provide
institutional strengthening assistance for a PVO specializing in
natural family planning. Continulty of support for temporary supply
methods beyond the LOP will be enhanced by assisting the PV0Os in
cost recovery and income generation, so that they can begin to
purchase their contraceptive commodities locally from Peruvian
manufacturers. (CSM products will be promoted as part of the
interface between this project and the PCFP Project.)

5. Rural Coverage Through PV0-Public Sector Collaboration.

Expanded rural coverage through PVO-public sector collaboration will
follow the model developed by Vecinos Peru in their operations
research project in Ayacucho, Huanta, and Huancavelica. It consists
of entering into an agreement with the MOH Departmental health unit
and the hospital director to provide family planning services in the
hospital outpatient clinic in the afternoons when normal activities
are closed.

In this model, the MOH (or IPSS) will provide the facility,
equipment, and contraceptive supplies. The PVO will contract and
train staff, including a midwife, nurse auxiliary, receptionist, and
statistical clerk. Depending on local conditions, these staff may
be either MOH personnel or from the private sector. In the three
departments where the model was tested, in the first year of
operations, new family acceptors increased by 200 percent to 700
percent over the baseline period.

L )
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The after~hours clinics were especlally popular with men, who were
unwilling to attend in the mornings, when family plenning shared
waiting and examination rooms with gynecology and obaotetrics.
Acceptance of all methods increased in the experimental sessions,
but temporary supply methods --—- especially condoms (due to the
higher numbers of male clients) ~-- showed the largest Iincreases,
These results suggest that it might be worthwhile to open rural CBD
programs once the after-hours hospital clinics become
well-established, ©o that wusers of cemporary supply methods can
receive resupply in their own communities.

These rural CBD programs would not be expected to Dbecone
self-sufficient, but they would employ such coat containment
measures as using the hospital family planning clinic &s & supply
and supervision point rather than employing separate supervisors to

circulate among the CBD worker: Adopting this approach implies
that USAID is willing to underwr: ecurrent costs in this sector
for the foreseeable future, or a ast until economic conditions
improve.

6. Enhanced Intra-Sectoral Cooperation.

This project component 1{s contingent on the creation of a
professional organizaticn which will unite the various members of
the private sector famiiy planning community in the pursuit of goals
of mutual benefit. Creating and maintaining an organization
requires effort on the part of its members &and requires that the
potential benefits be iarger than the costs., It 1s probably the
case that most of the PVOs have failed to see the benefits of
inter-agency coordination, and that this attitude accurately
reflects reality rather than shortsightedness on their part.
Fuorthermore, this distorted reality is in part due to the way A.I.D.
and other donors have operated for many years. '

Taken &s a group, except for slze, there is little to distinguish
one PVO from another. All offer moxe or less the same products
(temporary, principally female, contraceptive methods), all recruit
from the same population (women of reproductive age who are unable
or unwilling to pay commerciai prices for family planning services),
most do not charge more than token payments for services, few apply
client fees to program operations, and most are nearly totally
underwritten by international donors. Sheltered frem the need to be
financially self-supporting, even to the extent of purchasing
commodities, these family planning PVOs have not had to deal with
the kind of market forces that have led other professionals to band
together, Indeed, it has been soid that the family planning PVOs
tend to view one another as competitors. However, they compete not
for markets or profits or even users, but for increasingly scarce
donor funds.

' v

[



- 55 =

Ao the PVOs become increasingly independent of donor support, they
will also become increasingly susceptible to market pressurea, At
that point, the benefits of joining together to promote their common
interests should also become more apparent. This project component
will offer limited support to an indigenous coordinating entity, 1if
and vhen it begins to function. The project will not be responsible
for creating this body.

The coordinating entity (CE) will be formed at the initlative of the
family planning PVOs. It will 1likely include a General Assembly
which will elect a smaller Board of Directors, whose members will
include representatives from the General Assembly and possibly
representatives of other private sector, non-family planning
agencies (e.g., industrialists, community leaders, etc.). The Board
of Directors will meet regularly and frequently and appoint standing
and ad hoc committees.

If requested ‘'and approved, the project will provide 1limited
technical assistance and funding to the CE for developing and
implementing annual work plans and hiring staff. Activities that
may be supported by the project include, but will not be limited to:
~ use of mass media for population and family planning
education;

- lobbying to reduce restrictions on access to and delivery
of all family planning methods;

~ setting standards for training and services delivery;

- bulk purchasing of local or imported contraceptives and
other supplies; obtaining customs clearances; developing,
tescing, and printing IEC materials, etc.;

- coordinating training, supervision, etc.; and

- developing new markets for family planning and related
services,

7. Gender Considerations.

Wherever appropriate, project -input and output data will be
disaggregated by sex. As a minimum, PVOs will maintain gender
disaggregated personnel rosters, 1including both volunteer and paid
staff. PVO directors will be encouraged to increase the numbers of
women in management and other professional positions and to
encourage women's participation in management training courses. CBD
program directors will be encouraged to recruit male CBD
distribucors and supervisors. User data are already implicitly
gender disaggregated (c.g., IUD and tubal ligation acceptors are
necessarily women, and vasectomy acceptors are necessarily men), but
small point-of-purchase surveys of acceptors of pills, condoms, and
spermacides will be conducted to evaluate the participation of men
and women in these methods (i.e., how many men purchase pills and
how many women purchase condoms for their partners).



Sample surveys will be encouraged to include male respondents,
althoupgh 1t will often be necessary to 1limit them to small,
well-defined groups to keep costs down (since male interviewers
ghouid be used to interview men, including equal representations of
men and ~omen in survey samples would double the costs). Specific
IEC promotions will be targeted to men, based on identified
knowledge, attitudes, and practice,

D. First Phase: Froject Description for Year One.

As described earlier, authorization is given for the first year of
this four-year project, with authoiization for the final three years
contingent on year one performance and results. This section
describes the expected outcomes of PY 1.

As stated earlier, the overall objectives of the Project are (1) to
increase the capacity of selected PVOs to delivery family planning
gervices (institution building); (2) to improve the availability of
long-lasting contraceptive methods; (3) to maintain support for
temporary supply methods and natural family planning; and (4) to
enhance rural family planning coverage through PVO-public sector
collaboration,

1. Increased Capacity to Deliver Family Planning Services.

By the end of PY 1, the participating agencies will have developed
and implemented the administrative systems that will endable them to
take steps to reduce the unit costs of services delivered. This is
reflected in indicators presented immediately below,.

Improved Administrative Systems. By the end of PY 1, all six
participating PVOs will have developed and implemented:
- strategic plans, :
- annual operational plans and financial objectives for PY 2,
- logistics/service statistics systems, and
~ uniform management and accounting systems.

Improved Cost Effectiveness. By the end of PY 1, participsting PVOs
will have the information they need to calculate service delivery

costs and begin steps to improve cost efficlency. The basis for
these determinations will be the results of:

~ institutional f’nancial audits,

~ technical study 1 (cost analysis), and

~ reduction in salary subsidies to urban CBD programs.

Enhanced Financial Self-Sufficiency. Financial sustainability will

be encouraged by increasing locally generated revenues, principally
through cost recovery and income generation., By the end of PY 1,
the participating PVOs will able to set pricing policies and

el
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self-sufficiency targets hased on the results of:
-~ technical study 2 (market study),
- zonification of t“he reat of che country.

2. Availability of Long-Lasting Contraceptive Methods,

Installed Capacity. During PY 1, numerical (percentage) targets
will be established for increasing PVO capacity to delivery IUDs and
VSC and for increasing the portion of the PVOs' operating budgets
dedicated to delivery of long-lasting methods.

Long-Lasting Contraceptive Method Users Served. Following the
trends observed between 1987-1988, the number of acceptors of IUDs
and VSC served directly by the PVOs will increase vy 35 percent per
year. The proportion of IUD and VSC acceptors over all acceptors in
urban areas will increase by 20 percent per year.

3. Maintenance of Support for Temporary Supply Methods
and Natural Family Planning.

Institutional funding and contraceptive commodities will be provided
to the PVOs to continue offering these methods. A phase-out of the
importation of vaginal foaming tablets, to be replaced with local
purchase of CSM products will be initiated.

4. Increased Rural Coverage.

The project 1s not expected to open any after-hours family planning
clinics in public sector facilities during PY 1. CA funding of such
activities will be encouraged.

5. Gender Considerations.

No large-scale hiring or management training activities are
anticipated for PY 1. As part of their administrative review,. the
PVOs will compile sex-disaggregated personnel rosters which will
form a baseline for future hiring, training, and promotion.

PVOs will be encouraged to recruit more men as CBD distributors and
supervisors. Twenty percent of all new CBD distributors trained
will be men. Programmatic activities aimed at promoting male
methods will be encouraged to recruit male supervisors.



1v, IMPLEMENTATION PLAN.

A. Administrative and Monitering Arrangements.

The anticipated organizational structure for implementing the
project is depicted in Figure 1, below, which illustrates the basic

lines of communication and responsibility for PY 1.

FIGURE 1.
PROJECT ORGANIZATIONAL STRUCTURE: PY 1

USAID

[ PRISMA

Director

Administrative/Management
Specialist

J J

I Accountant Logistics/
.. Statistics

APROSAMI ATLF CENPROF INPPARES PLANIFAM PROFAMILIA
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The expanded organizational structure for implementing the project
in PYs 2, 3, and 4 is depicted in Figure 2, below.

FIGURE 2.
PROJECT ORGANIZATIONAL STRUCTURE: PYs 2-4

USAID
PRISMA
I, J
Adminstrat/ Program/
Management Evaluation
_Specjalist | —Specialist |

[ ' l l |

I Accountant I Logistics/Statistics Short term I
a L_Coordinator g

APROSAMI ATLF CENPROF INPFARES PLANIFAM PROFAMILIA
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1. Overviev.

USAID/Peru will obligate and implement the project through an
initial one-year cooperative agreement with a Peruvian non-profit
organization, Provectos en Informatica, Salud, Medicina ¥
Agricultura ("PRISMA" or “"Implementing Agency"), which may be
extended to an additional three years if the results of the
first-year evaluation of PRISMA's work are Cfavorable. Plarned
funding to the PVOs selected to participate in this project, for
group activities, and for buy-ins to A.I.D./W centrally funded
projects, will be channeled through the cooperative agreement.
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Funding will be obligated for Project Year One during September
1989, Depending on future authorization of the remaining three
years of the project, future obligations will be made in the three

subsequent FYs.

The Implementing Agency will authorize USAID to issue PIO/Ts for (a)
buy-ins, (b) for direct contracting of USAID monitoring staff, and
(¢c) for direct contracting of audit and project evaluation services;
it will also authorize USAID to issue PIO/C for the AIDS/W central
procurement of contraceptive commodities under the project. Such
funds will be contained within the cooperative agreement.

2. Implementing Agency.

The Regional Contracting Officer will sign a cocperative agreement
with the Implementing Agency, PRISMA, which will obligate grant
funds and establish the main proyect implementing relationships
between PRISMA and USAID/Peru; the agreement will clearly set out
the substantive involvement of A.I.D. during the implementatlon of
the project. The Project Director of the Implementing Agency will
report directly - to the Population Division, "Office of Human
Resources, at USAID/Peru.

Responsibilities of the Implementing Agency. During Project Year
One, for which initial authorization and obligation of the project

is made, the major responsibilities of the Implementing Agency will
be to:

i. negotiate and sign sub—agreements with PVOs for
institutional funding;

ii. commission and supervise two technical studies related to
service delivery costs and pricing policles and begin to
implement the recommendations of such studies with the
participating PVO0s;

i1ii. procure equipment and commodities needed by the
Implementing Agency itself and the PVOs and assist the
Mission in preparing the contraceptive procurement tables
(CPT) for all qualified PVOs, including those not otherwise
participating in the project; be responsible for receiving,
storing, and distributing contraceptive commodities to
qualified PVOs, and monitor distribution of .contraceptives
to users;

iv. 1insure adequate project planning and start-up of activities;

v. oversee disbursement of funds for specific activities
in-country (e.g., technical studies and other assistance);

vi. monitor all project-related activities; and

vii participate in a threshold evaluation (beginning in Month
8) and in a first year financial audit (and resultant
financial reviews) as required by USAID.
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During the remaining term of the cooperative agreement, if the
Misgion determines to extend such agreement, the major
responsibilities of the Implementing Agency shall be amended to:
- provide long-term training and technical assistance in
administration and program management to the participating
PV0s in order to achieve the goals of the project and which
are responsive to the needs of the agencles;
- arrange for short-term training and TA by 1local and
international consultants;
~ identify specialized assistance needs which can be
addressed by buy-ins to A.I.D./VW centrally-funded projects
and assist the Mission in preparing the documentation for
the requisite PIO/Ts;
- monitor all activities and evaluate project progress
annually with the participating agencies; and
~ participate in one major mid-term evaluation and financial
audits as required by USAID; ©participate in the
preparations for the 1991 Demographic and Health Survey
which will serve as a major component of the mid-term
evaluation; and participate in the final evaluation.

Implementing Agency Team. During PY 1, the Implementing Agency will
field a 7-person team led by the agency's director, who will
dedicate 50 percent of her time to this effort. She will be the
counterpart of the USAID Project Manager and will be responsible for
directing day-to-day project activities, She will also be the
authorized representative of the Implementing Agency for purposes of
the project. Other key personnel will be an Administrative/
Management Specialist, an Accountant Analyst, and a Logistics/
Statistics Coordinator. They will be supported by an Accounting
Assistant, two secretaries, and a driver/messenger. One of the
secretaries will be available half time to the Project Monitor.

In PY 2, the project team will be augmented by a Program/ Evaluation
Specialist. These four key personnel will serve for the remainder
of the project. The Implementing Agency will supply appropriate
administrative back-up from its own staff. During the last quarter
of PY 1, a determination will be made as to who will act as .team
ieader for the subsequent 3 years. Either the Administrative
Specialist or the Program Specialist will also serve as Team Leader.

Team Leader. This position is critical to the success of the
project and maintenance of good relations with the PVOs with
vhich the project will collaborate. He/she will be the primary
representative of the Implementing Agency and will assume
full-time project responsibilities within 30 days of the signed
agreement. In addition to his/her technical responsibilities,
the management responsibilities of the Leader will include:

- coordinating planning, training, TA, commodity, and other

requirements with the participating agencies;
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~ developing and negotiating sub-agreements with the
participating agencles;

- developing an  in-country 1list of Peruvian technical
assistance and training resources;

~ coordinating and managing technical assistance and training
needs;

- supervising all Implementing Agency personnel working under
the project;

~ overseeing the administration of sub-agreement funds;

-~ facilitating collaboration between the participating
agencles;

- monitoring project progress;

- communicoting regularly with the USAID Project Monitor;

- fulfilling all A.I.D. reporting requirements; and

- participating in project threshold and final evaluations,
as required by USAID/Peru.

Administrative/Management Specialist., This individual may be
either a Peruvian national or an expatriate,. Previous
experience in family planning 1s not required. He/she should
have extensive private sector management expertise in Latin
American contexts and previous experience working with private
voluntary organizations, The Administrative/Management
Specialist wil. be respongible for strengthening the management
and financial capabilities of the participating PVOs and will be
provided by the Implementing Agency for the entire life of the
project., The responsibilities of the Administrative/Management
Speclalist will include:

~ providing technical assistance and training to the
participating agencies 1in setting wup and implementing
management systems, including personnel, legal,
supervisory, procurement, inventory, and logistical support;

- 1dentifying management technical assistance and training
needs of the participating agencies and providing the
necessary resources to meet those needs;

- assisting with the coordination of the participating
agencies through the -development of Jjob description,
personnel evaluations, and staff development; -

-~ providing technical assistance to the participating
agencies in developing income generating capabilities,
including expansion of resource base; .

~ actively participating as a trainer or lecturer in
in-country management training programs and board of
directors training;

~ dimplementing strategic planning and other project
activities with PVO0O management staff and boards of
directors;

~ assisting in the identification and training of any
replacement; and

~ participating in the final evaluation.
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Program/Evaluation Specialist., This individual may be either a
Peruvian national or an expatriate. He/she should have
extensive experience in family planning program management in
Latin America, especially in clinical operations and community
outreach. At the same time, he/she should not be strongly
identified with any one of the participating PVOs. The
Program/Evaluation Specialist will be responsible for providing
technical assistance and training in those aspects of program
operations that deal directly with service delivery and outreach
and will he provided by the Implementing Agency for the entire
life of the project. The responsibilities of the
Program/Evaluation Specialist will include:

~ providing technical assistance and training to the PVOs in
developing and implementing program management systems,
including projection of ¢ommodity needs, inventory and
logistics control, service delivcry personnel needs, and
service statistics and production measures;

— assisting the PVOs in developing and implementing systems
to identify and monitor <costs and to develop more
cost-effective service delivery activities;

~ providing technical assistance to the PVOs in setting
pricing and price adjustment policies;

- participating in the design and evaluation of market and
price elasticity studies;

- providing technical assistance and training to the PVOs to
develop 1income generation and/or cost recovery plans to
phase out USAID salary subsidies to urban CBD programs,
including the development of new activities for CBD
distributor and promoters, such as identification of high
reproductive risk;

- assisting the PVOs to identify new service delivery and
income generation activities, such as voluntary surgical
contraception, reproductive health, etc.;

~ actively participating as a trainer or lecturer in
in-country program training programs;

- assisting in the 1identificatiocn and training of any
replacement; and .

~ participating in the final evdluations -

Logistics/Statistics Coordinator. This individual should be a
Peruvian national resident in Peru. lHe/she should have at least
3 years of experience in evaluation and/or research of family
planning service delivery and in training and supervising
evaluation staff, supervisors, and field staff. The
Logistics/Statistics Coordinator will be responsible for
implementing the management information system (MIS) in the PVOs
and will monitor operations rescarch projects funded by the
project. The responsibilities of the Logistics/Statistics
Coordinator will include:
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-~ asgisting the Administrative and Program speclalists in
implementing systems developed by the project 1in the
participating PVOs, training PVO staff in thelr use, and
monitoring their performance;

- supervising all aspects of project data collection,
including timelineess, completeness, and quality control;

- preparing quantitative progress reports;

- coordinating service statistics and production reports of
the PVOs, including effectiveness and efficiency
indicators, commodities distribution, and inventory;

- assisting the Program/Evaluation Specialist in preparing
projections of commodities needs of the participating PVOs
and in coordinating project commodity requests with the
Peruvian National Family Planning Program;

- providing technical assistance to operations research
projects funded by the project and liaison with A.I.D./W
centrally-funded projects in research and evaluation of
family planning services delivery in the PVO sector;

- actively participating as a trainer or lecturer in
in-euntry supervision and evaluation programs;

~ assisting iIn the identification and training of any
replacement; and '

~ participating in the final evaluation.

The above staff will each have counterparts within the PV0s, with
whom they will work closely and directly. These activities will be
carried out with the prior approval of the PV0 executive directors.

Accountant Analyst. This position should be filled with a
Peruvian national with accounting and logistics experience,
perhaps a certified public accountant. He/she will provide
administrative back-up to the senior project staff. The
responsibilities of the Accountant Analyst will inrlude:

- participating in the preparation of administrative reports
for USAID, including collecting the required financial and
logistics information from the participating PVOs and
monitering it for completeness and accuracy;

~ tracking financial disbursements and logistics €£low,
including liaison with the MOH and Peruvian customs; and

- maintaining project financial records and prepare the
financial statements and reports of the Implementing Agency.

3. USAID Project Monitoring.

The Population Division of the Office of Human Resources (0/HR) will
have responsibility within USAID for managing the project. The
Chief of the Population Division will serve as the Project Manager
and will be responsible for the administrative approval of all
project inputs and for overall project monitoring end coordination.
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The Project Manager will be assisted by a personal services contract
(PSC) Project Monitor with funds provided under the Cooperative
Agreement for the first year of the Project, Contingent wupon
determination by USAID, this position may be continued in Years 2
through 4, with funding source to be determined later. The Project
Monitor will have his/her primary offices at PRISMA though USAID
will provide limited space on an occasional basis. He/she will work
exclusively on this project. The threshold evaiuvation will
recommend whether or nct to extend the Project Monitor's position to
years 2-4 of the Project.

The major responsibility of the Project Monitor will be to assist
the Implementing Agency in carrying out its responsibilities under
the cooperative agreement (including ensuring compliance with
project objectives and A.I.D. procedures), to be the point of
day-to-day contact between USAID and the Implementing Agency and
between USAID and the subgrant recipients, to help PRISMA prepare
quarterly status reports, annual work plans and activities requiring
USAID approval, and to help USAID analyze such,

Additionally, the Project Monitor will assist in planning and
implementing the threshold evaluation of the Implementing Agency
performance, commencing in Month 8 of Year One. S/he shall also
ensure that financial audits and reviews of the Implementing Agency
and subgrant recipients --- and implementation of recommendations
related thereto -—- are undertaken.

To the extent that the cooperative agreement and/or project 1is
extended to 1its full four-year term and the threshold evaluation
recommends extending the position of the Project Monitor, he/she
will also plan and assist in implementing the final (end of project)
evaluation. The Project Monitor position will be competed; he/she
will have an educational and/or experiential background in program
administration and family planning. ‘

The Project Manager shall be assisted:

- 1in contracting and proecurement actions, by the Regional
Contracting Officer (located in Quito) and .the Mission's
Executive Office;

-~ in legal interpretations, by the Regional Legal Officer (in

Quitc),
- in financial matters, by the Office of the Controller;
- in evaluation, donor coordination, and project

design/implementation activities by the Program Office
(including the Project Development Officer);

~ In training activities, by the Training and Social
Development Division within O/HR; and

- in logistics matters by the Executive Office.
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These Mission (or reglonal) resources shall be supplemented by
A.I.D./W backstop atuff In the Office of Development Resources in
the Bureau for Latin America and the Caribbean (LAC/DR), various
offices within the Bureau for Science and Technology (S&T), and the
Office of Data Management und the Office of Contracts and Commodity
Procurement in the Management Services Bureau,

4, Technical Advicory Group.

The Implementing Agency and the Mission chall Jointly establish a
Technical Advisory Group (T*G composed of approximately seven
experts in population, family planning, and institutional
development. These experts may be Peruvian or expatriates; all wiil
be resident in Peru. From time to time, visiting experts may be
asked to join the TAG on a temporary basis.

The purpose of the TAG shall be to advise the Implementing Agency
and Project Monitor on technical issues relating to the design,
implementation, and evaluation of the project activities, The
project participants and the Mission may independently request
assistance of the TAG or of its individual members. Project funds
may be used to pay consulting fees to TAG members for requests for
technical assistance requiring more than one hour and for paying
travel and per diem in Lima for TAG members living outside of Lima.

B, Implementation Plan.
1. Implementation Strategy.

During the first quarter of PY 1 bridge funding to the six PV0Os willl
be initiated in accordance with on-going operational plans prepared
under the predecessor SPF project. During the second and third
months, project staff and PVOs will meet to negotiate new budgets
for the subsequent quarter based on revised operational plang
prepared by the PVOs. During the last quarter of PY 1 the PVOs and
project Staff will develop operational plans for the follawing
year. VYear Two budgets will be established and approved at that
time.

During the last quarter of each subsequent PY, operational plans and
budgets will be reviewed and adjusted according to accomplishments
and/or economic/political considerations that may have an impact on
project activities.

2. Project Start-up Activities.
The first project year will consist of a one month start-up phase

from signing of the Cooperative Agreement o/a September 22, 1989
through Octoper 22, 1989. The following activities are expected to



- 67 -

be completed or initiated during the start up phase of the Project;

8. Budgets for PVO bhridge 1institutional support will be
processed to initiate funding and avold cash flow problems,

b. PY 1 staff will be identififed and hired, including the
Administrative/Management Specialist, Accountant Analyst,
Logistics/Statists Coordinator, and support stuff.

c. PIO/Ts will be prepared and a Personal Services Contracts
signed to hire the Project Monitor and secretary.

d. In coordination with the USAID Controller's Office, a Scope
of Work for the PVO institutional financial audits will be
drafted, reviewed, and revised as necessary.

e. A contraceptive order (PI0O/C) will be prepared based on
results of the inventory.

3,  Schedule of Activities, by Project Year.

Project Year (PY) 1. The first project year will test the
capabilities of the Implementing Agency to implement the project and
will validate the viability of the proposed approach. Generally,
Year One will continue existing PVO services and operations (with
minimal expansion) and will ensure continued availability of
contraceptive commodities. User targets will be expanded by a
maximum of 3 percent across the board (to adjust for population
growth of women of reproductive age). Service expansion will be
limited to targets of opportunity in the rural sector.

a. Overall Objectives for PY 1.

Overall objectives for PY 1 include the following:

i. develop a uniform and integrated logistics/service
statistics system and implement it in all PVOs receiving
A.I.D. commodities; -

ii1. conduct cost and market studies; . '

iii. conduct institutional financial audits of all s8ix
participating PVOs;

iv. review and refine strategic plans;

v. analyze and design an appropriate zonification strategy for
the entire country, including a reexamination and possible
modification of the Lima zonification strategy;

vi, prepare administrative and financial procedures and manuals
to be followed by the project and the recipient PVO0s;

vii. commence roll-back of salary s b-ldies to urban CED;
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viiil. evaluate the progress of individual PVOs toward meeting
fnstitutional development objectives %o determine whether
they should continue in the projcct;

ix. evaluate the performance of the Implementing Agency and the
implementation modality tested 1in the Year One, and
authorize the remainder of the project with modificationa
in project goals and methodology, as neceasary,

The threshold evaluation of the Implementing Agency will include,
but not be limited to, successful design and implementation of the
integrated logistics/service statistics system and completion of the
ingtitutional financial audits and tvo technical studies.
Authorization of the remailning three years of the project will be
made contingent on the findings of the threshold evaluation of the
Implementing Agency and affirmation of the methodological approach.

b. Monthly Schedule of Activities for PY 1.

Month 2:
- A Request For Proposal (RFP) will be 1ssued to local firms

soliciting bids for the PVO ingstitutional financial audits.
Three weeks will be provided for submission of proposals. The
proposals willi be evaluated by a committee composed of the USAID
Project Monitor, a representative from the USAID Controllers
Office, the Project Team Leader, the Administration/Financial
Speclalist and the Financial Analyst (CPA). Following
negotiations with the firm providing the best proposal, the
contract will be awarded for the Audits. Three months will be
allowed for completion of assigned work.

- The Logistics/Statistics Coordinator will begin to work with the
PVOs on an inventory of contraceptive stocks and projected
commodity needs for the next 18 months,

~ PVO second quarter budgets will be reviewed and adjus.ed as
required and according to availability of funds.

-~ Work will be initiated with PVOs on the Jlogistics and service
statistics systems.

Month 3: :
- The first order of contraceptives will be prepared, based on
results of the inventory.

- Scopes of work will be developed by the Administrative/Financial
Specialist for the Technical Studies 1 and 2 (Service Costs
Study and Market/Pricing Study) for review and approval by USAID,




-

- 69 ~

Month A:
- Requests For Propoaals (RFP) will be 4dssued for Technical

Studies 1 and 2. Three weeks will be allowed for submission of
bids. The proposals will be evaluated by a committee inc’uding
the USAID Project Monitor, a representative from the ‘3AID
Controllers Office, the Project Team Leader, the Administrative
Specialist, and the Logistics Coordinator.

~ Subgrants for the 3rd quarter will be reviewed with the PVOs and
modified as required.

Month 5:
- Institutional financlal audits will be completed., With TA from

the Administrative Specialist ¢nd Financial Analyst, the PVOs
will initiate the remedial steps recommended by the auditors.

— USAID will begin the process of contracting for the evaluation
of PRISMA scheduled for Month Eight. A tvo-person team 1isg
anticipated; the individuals may be US, TCN, or local, as
‘determined by qualifications and avallability.

Month 6:

— Computcrized integrated logistics/service statistics systems
will be installed in all 6 participating PVOs.

- Forth quarter subgrants will be reviewed and finalized,

Month 7:
- Work will continue with PVOs on the revisions of financial

systems recommended in the financial audits.

— Plans will be finalized by USAID for the evaluation of PRISMA.

Mouth 8:

~ PRISMA's performance in completing the activities assigned
during the first seven months of the Project will be evaluated.
This evaluation will require an "estimated of three weeks of
field work and one week to prepare a report.

Month 9

- The Project Team and the USAID management staff will jointly
evaluate PVO service delivery, assessing quantitative and
qualitative aspccts of activities. A questionnaire will be
designed for this purpose.




— Technical Studies 1 and 2 will be completed. Meetings will be
held with the PVOs to share findings, discuss implications and
egtablish plana for implementation of results,

-~ The repults of the evaluation of PRISMA will be presented to
USAID.

Month 10:
- The Project will continue to assist the PVOs to develop and

prepare the subsequent year's operational plans and budgets.

- Based on the results of the PRISMA evaluation, USAID will make a
determination as to the future implementation of the Project.

Months 11 and 12:
-~ Work initiated with PVOs based on results of audits and studies

will be continued by Project staff.

~ USAID will complete preparations for the follow-on plan.

Project Year 2. Based on the threshold evaluation of the
performance of the Implcmenting Agency, the remainder of the
four-year project may be authorized and a new cooperative agreement
negotiated (or another implementation modality selected). PY 2
activities will focus on the initiation of income generating and
cogt recoverv elements.

Overall objectives for PY 2 include the followiné:
i. evaluate one-year operational plans and modify long-term

plans;
ii. establish institutional pgoals for cost recovery and income
generation, including numerical utilization and

seli-sufficlency %argets;

1i1. complete phase-ov.” of salary subsidies to urban CBD;

iv. commence and/or continue <cost recovery and income
generation for clinical serviges;

v. 1initiate procurem:r: of (SM commodities with non-A.I.D.
donatzd income;

vi. open/:ontinue rura: after-hours clinics and CBD programs;

vii. develop and implement & uniform management and accounting
system in all PVOs receiving project institutional support;

viii. establish uniform pricing/salary policies in Lima,
including sliding scales;

ix. develop new methodology for user targets; and

X, evuluate progress of 1individual PVOs toward meeting
institutional development objectives to determine whether
they should continue in the project.
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Project Year 3. During the third year, increasingly greater
resources will be concentrated on PVO self-sufficiency. A major
focus will be on cost efficiency of their operations. Overall
objectives for PY 3 include:

i. evaluate institutional targets and modify plans as
appropriate;

ii. achieve utilization and self-sufficiency targets in urban
full-service clinics; commence roll-back of subsidies to
rotating posts;

1ii. extend uniform pricing and salary policies to other urban
areas;

iv. open/continue after-hours rural clinics and rural CBD
programs;

v, develop and expand other marketing and commercial schemes;

vii. expand user targets; develop cost efficiency targets;

viii. evaluate progress of individual PVOs toward meeting
institutional development objectives to determine whether
they should continue in the project; and

ix. conduct a mid-term evaluation of the project, modifying
goals, end of project status, output indicators (and
benchmarks), and methodology, as necessary.

Project Year 4. The fourth year of the project will consolidate the
gains in made earlier in institutional strengthening. Overall
objectives include:

i. evaluate performance and modify institutional plans;

ii. 1increase percent of institutional budgets from non-A.I.D.
sources;

i1i. achieve wutilization and self-sufficiency targets for
rotating medical posts; .

iv. open/continue after-hours rural clinics and rural ©CBD
programs;

v. set and achieve targets for local procurement of
contraceptive commodities (CSM products) with non-A.I1.D.
income;

vi. expand user targets; increase cost efficiency;

vi. conduct the end-of-project evaluation.

C. Procurement Plan.

1. Technical Assistance.

Technical assistance (TA) will be provided by project staff and
short-term consultants contracted by the Implementing Agency on
behalf of the participating PVOs.

Funding for project staff 1is included under the "Project Office"
line item of the cooperative agreement. During Year One, it will



finance a Project Team Leader, an Administrative/Management
Specialist, an Accountant Analyst, a Logistics/Statistics
Coordinator, an Accounting Assistant, two asecretaries, and a
Driver/Messenger. The Team Leader's position will be discontinued
after Year One, and a Program/Evaluation Specialist will be added tn
the staff during the first half of Year Two.

Funding for short-term consultants is included in the cooperative
agreement and is separate from the institutional support provided
directly to PVOs, as subgrants. (While the "Technical Assistance"
line item in the cooperative agreement provides general consulting
gervices, the implementing agency may, with concurrence from the
Mission, stipulate that short-term consultancies rq:quired by only
one PVO be paid by that PV0O from within its subgrant.)

Prior to 1issuing a contract for technical services, the Implementing
Agency (PRISMA) will prepare a detalled scope of work and solicit
proposals; final selection will be subject to USAID review and
approval. Preference will be accorded to local procurement of such
short-term technical services from Peruvians or expatriates resident
in Peru; in consonance with women in development goals, preference
will also be accorded to female professionals. The Implementing
Agency may also wish to access to access A.I.D./W centrally funded
activities; in such an instance, the Implementing Agency will
authorize USAID to 1issue a funded PIO/T, wutilizing funds made
available under the cooperative agreement.

2. Ingtitutional Support.

Institutional support in the form of pass-through funding will be
provided to each of the six participating family planning PVOs.
Annual project subgrants will be negotiated individually between
each participating PVO and the Implementing Agency, with the
participation of and subject to final approval by USAID. Prlor to
beginning negotiations, each participating PVO will prepare an
annual institutional budget and projected quartecly cash flow,
listing all expendiiures and all sources of income. Depending on
the PV0's needs, prcject .unds may be used to help cover recurrent
operating costs (but on a declining basis) and/or capital expenses,

Budgets will be prepared in 1local currency (intis) and include
adjustments for expected inflation. Different inflation indices may
be used for different budget categories; for example, salaries and
benefits may show a lower inflation rate than office and medical
supplies. It 1is essential that these inflaticn projections be
incorporated into the initial budget estimates, as --—- during the
last few years --~ local inti costs have risen faster than
devaluation of the currency against the dollar. Since the project's
total dollar budget is fixed, once the year is underway, it will be

| £
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almost impossible to effect additional adjustments in the local
currency budgeto, if inflation outatrips devaluation.

While it 1is 4impossible to predict hyperinflation (or inflation)
rates with any degree of sgecurity or absolute certainty, project
will have to make estimates based on the best information available
and the considered Judgment of management and financial
professionals who have experienced the Peruvian economic reality
first hand. The annual budget exercise will help promote better
management practices and avoid the person-hours that were wasted
under the previous practice of calculating quarterly budget
adjustments., PVO directors will be ultimately responsible for their
own shortfalls and will have to compensate for them in a normal
business fashion: by raising prices, cutting expenses, or securing
other revenue sources or enhancements.

Funding advances and liquidations between USAID and the Implementing
Agency and between the Implementing Agency and the recipient PVOs
will follow the standard practices specified by the USAID
Controller's office. Quarterly cash flows will be prepared 1in
advance of each project year and reviewed and approved by USAID.
The first quarter's anticipated cash flow will be advanced at the
beginning of the year and accounts liquidated on a monthly basis.
Subsequent estimated quarterly cash flows will be modified on the
basis of the experience of previous months and anticipated expenses.

3. Project Management and Support Services.

USAID Managiment Team. Day-to-day project operations will be
supervised by a Project Monitor who will report to the Project
Manager. The Project Manager will be a USDH, in this case, the
USAID Population Officer. At the request of the Implementj -
Agency, USAID will prepare a PIO/T to hire a PSC Project Moni- .
Initial authorization for this position will be for one year, -a
keeping with the one-year Project authorization.

The Project Monitor position -will be advertised 1locally and
internationally in both English-language and Spanish newspapers. US
citizens, Peruvian nationals, and TCNs will be eligible to apply.
Candidates shiould be experienced in PVO family planning program
operations and A.I,D. procedures, familiar with the Peruvian
context, and fluent in both Spanish and English (FS 3 in non-native
language). The job announcement will appear before October 1, 1989,
and final selection will be made by December 1,

Bvalvations and Audits. All short-term consultants required for
evaluations and audits under the Project will be selected by the
Implementing Agency and/or USAID and paid with funds obligated under
the Cooperative Agreement. A case-by-case determination will be
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made as to which consultants will be hired directly by the
Implementing Agency and which by USAID (under appropriate PIO/Ts),.

4. Commodities.

For Project Year One, immediately wupon the signing of the
cooperative agreement, the Implementing Agency will authorize USAID
to issue a funded PIO/C to buy into A.I.D./W central procurement of
contraceptive commodities. The amount of the funding ($1,003,000)
" will be stipulated in the cooperative agreement and is based on
contraceptive needs for an 18-month period. On a quarterly basis,
the Implementing Agency will call forwvard various commodities, as
needed by the PVOs participating in the project.

The Implementing Agency 1s responsible for storing, distributing,
and monitoring the use of such commodities. Project funds have been
budgeted for customs clearance, storage, and handling. The project
will finalize and implement a tracking system for commodities (the
logistics/service statistics system) during PY 1. With prior
approval from USAID, the Implementing Agency may directly assume the
tasks of customs clearance, storage, and distribution to the PVOs,
or 1t may subcontract for these services locally.

D. Supervision Plan.

The Project will utilize a 3-tiered supervision plan, from USAID to
the Project. Team Leader, the Team Leader to Project staff, and
Project staff to the PVOs., Communication will be facilitated by
regularly-scheduled meetings of the project staff (biweekly),
between the Project Monitor and the Team Leader (monthly), and of
the Coordinating Committee (quarterly).

During PY 1, the Implementing Agency will prepare and submit to
USAID written technical progress reports, on a monthly basis and as
discrete project phases (e.g., technical studies) are completed.

E. Monjtoring and Evaluatjon Plan.

Monitoring Project effectiveness will include the collection of
information on selected impact indicators as well as Project inputs
and outputs. As much as possible, data colilection efforts will be
integrated 1into on-goirg project activities to reduce costs,
minimize disruption, and institutionalize the methodology of
self-evaluation. Instruments and procedures will be designed by
project staff with assistance from USAID and external consultants.

Monitoring and evaluation activities during PY 1 will concentrate on
the development of appropriate indicators and instruments and the



collection of baseline data. This will include, but not be limited
to, the institutional financlal audits, the logistica/service
otatistics and management information systcms, and the technical
studies (cost and market studies).

Numerical targets (e.g., utilization of fixed capacity, income
generated, self-sufficiency, etc.) will be established for each
participating PVO during the first quarter of PY 2 and monitored on
a quarterly basis. The data used to construct these indicators will
be provided by the routine service statistics and financial reports
collected by the PV0Os. As the computerized information systems are
phased in and become operational, the collection of data sghould
become more reliable and timely.

An external evaluation of the Implementing Agency will be
commissioned by USAID for month 8 of PY 1. The results of this
evaluation will be used to determine whether a new Cocperative
Agreement should be negotiated and/or what modifications to the
Project approach should he made prior to authorizing the final three
years of the Project. The evaluation will include, but not be
limited to, successful design and implenentation of the integrated
logistics/service statistics system and completion of the
institutional financial audits and two technical studies. Data
sources will include routine reports produced by the PVOs and the
Project, results of the institutional financial audits and the
technical studies, and site visits and interviews with USAID,
Project, and PVO staff,

A final evaluation of the impact of project activities on PVO
services delivery will be commissioned by USAID. Secondary sources
(e.g., 1984 Health Sector Analysis, 1986 DHS) and information
collected during PY 1 will provide baseline data. Process data will
be provided by routine PVO and project reports.

The project Logistics/Statistics Coordinator will have primary
responsibility for ensuring the quality of the data reported by the
PVOs, with assistance from the Administrative/Management and
Program/Evaluation specialists., In addition, a new Demographic. and
Health Survey, tentatively scheduled four 1991, will provide
information on the impact of PVO services delivery on contraceptive
prevalence and fertility., Project staff will assist in the design
and analysis of the survey. Care will be taken to overcome the
shortcomings of previous surveys, especially in terms of correctly
identifying where family planning users obtain their contraceptives.

F. Financial Reviews and Audits.

Audits and Financial Management Reviews will play a dual role for
.his Project. In addition to the traditional function of



verification of fiscal propriety and compliance with the terms of
the Agreement, these inputs will provide technical assistance to
PRISMA and the implementing PVOs. This technical assistance will
help in the design and implementation of financial reporting systems
that control advances given to PRISMA by USAID and the subsequent
advances by PRISMA to the PVOs. This will assure that one of the
principal objectives of the project, the development of financial
and administrative maturity by PRISMA and the PVOs, will be met by
the end of the first year of the project.

The first level of audits, that contracted by PRISMA and approved by
USAID, will be performed progressively throughout the first year.
This audit function will impart technical assistance while providing
compliance for the PVOs annual audit requirements. The same type of
audit assistance for PRISMA will assure that their financial
reporting systems are in tune with the overall project needs.

Additionally, USAID will contract for Financial Management Reviews
to complement the technical assistance provided through audit,
These reviews will be strongly oriented towards the more specific
needs and demands of A.I.D regulations.

Project financial and compliance audits required by A.I.D.
regulations will be requested from RIG/A/T as per their established
procedures concerning non-federal audits, These will be performed
for the first year's activities and near the end of PY 4.

The PVOs will be expected to continue the audits from their own
resources in compliance with the annual re-registration provision of
A.I.D. The results of these annual certified audits will be used to
guide the initial training courses for PV0 management and will be an
integral part of on-going project monitoring and evaluation. For
example, evaluvation of progress made toward self-sufficiency will be
based, in part, on the results of the annual certified audit,
Smaller, =subproject audits will continue to be carried out in
accordance with donor requirements.

During the first half of PY 1, -the Implementing Agency, with the
assistance of the USAID Population Division and the Controller's
Office, will prepare administrative and financial procedures and
manuals to be fcllowed by the project and the recipient PVOs. These
materials will include, but not be limited to:
- norms and procedures for the preparation of monthly and
annual financial statements;
~ payroll control and disbursements, including time sheets
and other supporting documentation;
~ minimal procedures for procurement and control or purchased
and donated commodities;
~ preparation of short-, medium-, and loag-term budgets; and
~ preparation and revision of organizational procedures and
manuals.
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The Implementing Agency will be responsible for orienting and
supervising the PVOs in the use of these materials. To this end, it
will contract 1local spuecialized services, such as an accounting
firm, to assist in the preparation of the materials and the
instruction and supervision of the PVOs in their use.

G. Disbursement Procedures.
1. Methods of Financing Foreign Exchange Costs

USAID will assume responsibility for disbursing funds for some of
the foreign exchange costs under the Project. These 1include
commodities, but not domestic transportation and handling costs.
These commodity foreign exchange costs will be disbursed by A.I.D./VW
and charged to the Project through advices of cnarge (AOC). USAID
coordination costs will be earmarked through a PIO/T, at the request
of PRISMA, and contracted through a direct PSC and paid directly by
USAID. Evaluations will also be contracted and paid by USAID, upon
written requests of PRISMA, and/or cosigning PIO type document.

With prior AID approval (through PIL type document), PRISMA will
contract for their annual audit and the PVOs and systems and
procedures assistance. As 1is the current custom, payment will be
made in US dollars. Payment will either be made by PRISMA or upon
request by PRISMA directly by AID on their behalf. This will be
revieved during implementation and will be dependent on the economic
situation and the GOP's policy on dollar accounts.

Project audits will be contracted through the non-federal audit
mechanism established by RIG/A/T. The PIO/T and Contract will be
executed by the USAID. Payment terms will be negotiated by the EXO
or RCO, as appropriate in their contracting negotiations. Financial
Management Reviews will be confirmed and contracted through
co-signed PIO/Ts and contracts executed directly by USAID/Peru.

2. Methods of Financing Locgl Currency Costs

PVO institutional support, technical studies, technical assistance
and project management costs will all be defined s.d approved by AID
through the PIL procedure. Funds will bhe provided .on an advance
basis, based upon monthly approved cash flow projections, covering
basic cash needs, The advances will be liquidated by monthly
billings from PRISMA. Assuming PRISMA continues to monitor and
control USAID funds adequately as under their current projects, the
Mission will perform or, 1f appropriate, contract accounting firms
to perform on USAID's behalf (from the financial review line item)
post review of vouchers at the implementing offices. If during the
audits on financial reviews it is determined that the systems are no
longer adequate, USAID will require all supporting documents wuntil
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action is taken to resolve problem areas,

PVO 1institutional support eadvences will be in turn advanced by
PRISMA, based upon each PVO's basic cash needs for each thirty days
operations., The PVO will submit monthly reports of expenditures to
PRISMA clearing thelr advances; and, PRISMA will consolidate these
submissions in a reporting format, approved by USAID, which will
serve to clear their advances from USAID,

PRISMA will use the same basic financlal reporting system for the
six PVOs as has been used by PRISMA in reporting to USAID under its
other current projects. The system is adequate in the informational
gense but its effectiveness will depend upon refinements needed in
the PV0's basic accounting systems, These refinements will be
provided by PRISMA with assistance from the financial consultants
chosen for systems and procedures installation.

Technical assistun-e and technical studies will be approved by the
PIL procedure for PRISMA contracting and monitoring. USAID will
provide advances as needed, The process will be the same as
explained above.

Project management costs of PRISMA will be approved by USAID as
follows: an annual cash flow projection of administrative costs
will be developed presenting monthly cash requirements; quarterly
requirements will be presented to USAID as the basis for monthly

advances of <cash requirements. Monthly advance 1liquidations
presented to USAID will be made after the bank statements have been
received and accounts reconciled by PRISMA. These advance

clearances will be made on or before the fifteenth day following the
end of the reporting month. Overhead will be reimbursed based upon
monthly billings from PRISMA in local currency.
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V. PROJECT ANALYSES.

hA. Institutional Analyses for Six Family Planning PVOs.

In-depth analyses of the six family planning PVOs which will be
central participants in this PVO umbrella group project wvere
conducted by a multi-disciplinary team of experienced Peruvian
professionals. The detalled scopes of work for the team were
prepared by an expatriate family planning specialist and an American
management.  expert. In addition, the s8ix PVOs and PRISMA
participated in a strategic planning workshop held by a consultant
from the A.I.D./W centrally funded Family Planning Management
Training Yiogram. Materials prepared as part of the workshop were
made avallable for the institutional analyses.

A more extensive discussion of the findings of the consultants is
found in amnex V to this document. Below 1is a summary of the
findings.

1. Administrative and Management Analysis.

The PVOs were evaluated according to the following scale:

Croup A: Good strategy and a strong organization.
Characteristics of an excellent organization.

Group B: Poor strategy and a strong organizations.
Characterized by resistance to change and 1lack of
strategic planning.

Group C: Good strategy and a weak organization.
Characterized by over dependence on a central
executive, obsessed with growth, and overly
opportunistic to short-lived environmental changes.

Group D: Poor strategy and a weak organization.
Characterized by a lack of problem-oriented thinking,
defensive posture, and lack of consistency.

Individual Assessments

APROSAMI. APROSAMI is a level D organization. It suffers both.from
a limited market gstrategy and an under-developed organizational
capacity. Problems of personnel motivation and development
negatively impact on its progress. In addition, APROSAMI views
family planning as a part of maternal-child health, rather than the
institution's principle purpose. With a better narketing strategy,
APROSAMI could improve to level C; with a better organizational
structure and capacity, it could evolve into level B.

AILF. ATLF 1s a level D organization. 1lts exclusive emphasis on
natural family planning constitutes a severe strategic marketing
barrier. The most logical path for ATLF would be to consolidate its
organizational capabilities, evolving into a level B organization.
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GENPROF. CENPROF 1u clansified an a type D orgeanization due tn lack
of internal consistency in its institutional goals. It has evolved
ag far ag it hkas, more as a function of donor requirements on ito
pubprojects than becaugse of any 1ingtitutional strategy or
decisions. CENPROF genior management appears defensive.

INPPARES. INPPARES 1s a typical level B organization, due primarily
to an insufficient marketing strategy. INPPARES'Ss managers confuse
burcaucracy with production; they focus on internal form rather than
orienting the institution to the external market. In order to
develop into a level A organization, INPPARES must overcome its weak
marketing strategy, which up to novw has not permitted it to improve
its income generation.

PLANIFAM. PLANIFAM is classified as a type B organization due to
the charisma and values of {its executive director. Given 1its
inherent institutional fragiliity, PLANIFAM runs the risk or
regressing to level D.

PROFAMILIA. PROFAMILIA is a typical level C organization, due to
its indefatigeble ex~cutive director, whose personality is one and
the same as the ins _tution's. 1Its marketing strategy has succeeded
in diversifying its donor base. As an institution, PROFAMILIA lacks
organizational cohesion. If it could improve its organizational
capacities, it could advance to level B or even level A.

2. ¥inancial and Accounting Analysis,

This analysis focused on three areas: organizational structure and
management; purchasing and inventory; and personnel policies and
procedures.

Organizationa) Structure and Management.
Organizatjonal and Procedural Manuals. All of the PVOs lack updated

organizational manuals, and their organizational charts do not
reflect their real structures. Procedural manuals are not specified
in sufficient detail, and some PVOs show incompatible personnel
functions due to the lack of procedural manuals,

Annual Budpgets and Cash Flow. Only INPPARES and PROFAMILIA prepare
institutional budgets. ATLF, APROSAMI, CENPROF, and PLANIFAM have

never prepared global hudgets. With the exception of INPPARES, none
of the PVOs appear to have prepared cash flow projections.

Eipanclal Statements. Three of the ?2V0s (APROSAMI, INPPARES, and
PROFAMILIA) prepare annual institutional balance sheet~. The other
three (ATLF, CENPROF, PLANIFAM) do not. Acc. mting activities are
limited to subproject financial reports for donors. Accounting
syste..s are generally not computerized. ATLF and PLANIFAM do not
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have computers, and the other PVO0s lack adequate accounting
poftware. None of the PVOs liquidates expenses on time, an
stipulated in their subcontracts,

Institutiopal  Auditg.. Only INPPARES conducts independent
institutional audits. Individual subprojects are examined by their
regpective donors.

Purchasing and Inventory.

None of the PVOs routinely colicits bids. Fou: of the ?PV0u
(APROSAMI, ATLF, INPPARES, and PROFAMILIA) prepare purchase orders;
CENPROF and PLANIFAM do not. Three of the¢ PVOs (APROSAMI, ATLF, and
PLANIFAM) do not properly document receipt of purchased supplies and
equipment, Two PVOs (ATLF, PLANIFAM) do mot have a system of
inventory control; the remaining PVOs have apprepriate systems of
internal control, but they could be improved. Only two PVO0s
(APROSAMI, INPPARES) carry insurance policies; the other PVOs (ATLF,
CENPROF, PLANIFAM, and PROFAMILIA) do not.

Perseonnel Policies and Procedures.

Two PVOs (CENPROF and PLANITAM) maintain personnel on fixed-term
contracts. By law, these employees have acquired employment
stability despite their contractual status. None of the six PVOs
maintains signed time sheets for employees paid with subproject
funds. Three PVOs (ATLF, CENPROF, and PROFAMILIA) classify
full-time staff as independent professionals. These employees are
subject to withholdings and benefits assigned by law.

3. Programmatic Analysis.

The programmatic analysis focused on five aspects of service
delivery: (a) physical facilities; (b) medical eguipment and
furnishings; (c) service delivery personnel; (d) productivity and
cost recovery; and (e) patir.t flow.

Physical Facilitjes. ) -

Clinics generally present at least the minimum physical requicites
for 1UD insertion in terms of space, illumination, utilities, and
cleanliness. Some problems were noted in the surgical facilities
being readied to offer voluntary surgical contraceptiocn. The
rotating posts reflect the conditions of the communities in which
they are located. Those located in community facilities tend to be
better constructed and sometimes have electricity, water, and
bathrooms. Those located in promoters' homes, especially in the
pueblos jovenes, are poorly constructed and lack electricity, water,
and bathrooms. Minimal but adequate privacy is ensured by placing
screens or curtains around the patient examination area.
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Medlool Eavipmens and Purndshinen.

Clinical facilitien, hoth clinies and rotating pouats, are generally
equipped with st least the minimum neceassary tor carrying out
gynecologlical examinacions and ingerting JUDs. PLANIFAM/Cunco ncedy
a few basic equipment {tems to bering ito clinic up to the norm, The
ATLF fleld idnstallatiens could be equipped with electrocautery
equipment so that they can provide that service locally and thus
provide another potential source of income for the instlitution.

Four PV0Oaz either are planning to open facilivies for voluntary
surgical contraception (VSC) or could opern a wurglcal facility with
minimal modiffcationg of their current physical plant. They include
AT'ROSAMI, CENPROF, INPPARES, and PROFAMILIA., At the moment, none of
them possessea the necessary equlpment to deal with emergency
compllications such us cardlac or respivatory arrest. These
deficiencies will be brought ¢o the attention of the appropriate CAg
(AVSC and JHPIEGOD) before the facilities are opened.

service Delivery Personne) .

In general, service delivery persannel showed reasonable familiaricy
vith institutional philosophy, bhut &almost total unawarencss on.
service delivery tarwets or goals. With the exception of LATLF
(which offers exclusively NFP), oservice delivery staff were
knewledgeable about modern contraceptive methods.

Productivity and Cost Recovery.

Utilization of Installed Capagity. Clinlc utilization rates ranged
from 76 percent {INPPARES) to 16 percent (PROFAMILIA c¢linic). Two
clinics (PROFAMILIA and PLANIiFAM) should consider cost saving
measures., The PROFAMILIA clinic should be moved to a location
closer to its outreach program.

Post wutilization rates ranged from 99 percent (INPPARES) to 35
percent (PLANIFAM). INPPARES should consider expansion of post
capacity, preferably by increasing frequency from the present. two
sessions a8 month to weekly sessions. PLANIFAM should consider
reducing post capacity, perhaps by reducing the number of biweekly
posts or by relocating them. APROSAMI, ATLF, and ZENPROF should
improve their promotion efforts.

Cost Recovery. Cost recovery is the ratio of income to operating
expenses. The ratio can be improved by reducing costs and/or
increasing income. Since none of the PVOs have accurate cost
information available, the results of the cost recovery analysis are
prelininary at best and must be validated by further study.
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Mout PVOn charge more for a service delivered in their clinic than
for the uame nervice delivered at a rotating post. Iowever, there
io 1{ttle consistency from one agency to another, and it could not
be determined how much clients were actually paylng. Cost recovery
varico widely by PVO, with clinics recovering more of their costs
than rotating posts. Clinic rates range from a theoretical high of
84 percent (CENPROF) to a low of 6 percent (PLANIFAM), and all of
the posts average below 10 percent,

Potential) for Self-Sufficjency. At the present time, none of the
PVOs 1s anywhere near self-gufficlency. It is not clear how much
better the situation would be If utilization rates were higher. It
appears that with appropriate cost containment and high
productivirty, clinic facilities can approach self-sufficiency
through patient fees. Market studies are needed to determine how
high the fees can be set.

Posts arc inherently more expensive to operate than clinics and can
never reasonably expect to become self-sufficient through patient
fees. Post programs must strive to achieve higher productivity and
greater 1installed capacity to attain better economies of scale.
Even in the best proprams, rotating posts will require external
operating subsidies, either from donors or from PVO
Income-gencrating activities,

Patient Flow.

Given the suboptimai wviilization rates in clinic facilities,
observed patient waiting time was generally within reasonable
limits., Similarly, the post sessions that were observed did not
present major problems in patient flow. Formal evaluations of
patient flow do not appear warranted at this time.

4. Commodities and Logistics Analysis.
This analysis is based on commodity shipments from each PVO central
warehouse to distribution outlets for the calendar years 1988 and
1989, Commodities delivered to users were not recorded. This is
the only standard measure that could be applied to all PVOs,

Ceneral Conclusiopns.

INPPARES showed the greatest movement of commodities, accounting for
87 percent of the IUDs, 73 percent of the pills, and 67 percent of
the condoms moved in 1988, With the exception of vaginal foaming
tablets, total movement of all contraceptive methods decreased from
1987 to 1988, although the cgencies reported serving more family
Flanning users. This net decline may reilect overstocking in 1987
and a subsequent decrease in {nventories in 1988.




- 84 -

Significant quantities of contraceptives were delivered tc¢ non-PV0
gervice outlets, including other institutions and the commercial
gector. Totals range from 65 percent of ell IUDs moved in 1988 to
15 percent of all pllls moved in 1988. These do mnot include
comodities originally delivered to PVO clinical and CBD outlets
vhich may have been subsequently marketed.

The study also revealed a number of deficiencies in management of
commodities and 1logistics that were common to all PVOs. They
included the following: :

- at the level of the central warehouse, none of the PVOs
maintain systematic reports of the movement of
contraceptives, although all keep records in one form or
another;

-~ none of the PV0s validate their service statistics (users
served, commodities distributed to wusers) against the
warehouse shipments;

- the official reports published by the PVOs do not coincide
with the information obtained from the warchouses; and

- all PV0Os need technical assistance to develop, install, and
maintain adequate logzistics control norms and procedures.

Individual Findings.

APROSAMI maintains a card file in 1its warehouse which records
warehouse movement. Due to overstocking, in some months, the
quantity of outdated commodities returned to the warehouse exceeded
the amount sent out. During 1987-1988, APROSAMI sent commodities to
Arequipa, Cajatambo, Huacho, and Piura.

CENPROF registers warehouse shipments separately for suvpervisors,
posts, and physician offices. Balance sheets for supervisors and
physician offices are prepared separately by a controller.
CENPROF's IUD "marketing"” znd CBD activities extend as  far as the
cicy of Tumbes.

JNPPARES maintains a computerized logistics system, but the data are
not cleaned and are therefore unusable, The warehouse .also
maintains manually derived .annual totals of commodities moved. In
addition to its central warehouse, INPPARES stocks 14 regional
warehouses: Arequipa, Ayacucho, Cajamarca, Callao, Chiclayo,
Chimbote, Ica, Ilo, Iquitos, Juliaca, Moquegua, Piura, Tacna, and
Tumbes.

PLANIFAM's central warehouse is too small to store its 1inventory,
commodities received are transferred immediately to storerooms
located in each of its five service outlets. Each storeroom keeps
its own records, and there 1is no feedback or consolidation at the
central level. Shipments to Puno are recorded in Cusco.
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PROFAMILIA. Due to PROFAMILIA's recent move, it appears that sgome
of the warehouse records have been lost or misplaced. The warehouse
figures often differ substantially from the official reports; sales
and shipments to provincial programs are entered under the Lima CBD
program. During 1987-1988, PROFAMILIA shipped commodities to
Canete, Huancayo, Mala, and Tingo Maria.

B. Institutioral Analysis of PRISMA.
l. Background.

Proyectos en Informatica, Salud, Medicina y Agricultura (PRISMA),
the Implementing Agency, was legally constituted in Peru as a
charitable association in April 1986. It was registered in the Lima
Public Registry for Reglstered Associations in Peru on June 5, 1986,
and is also registered with the Ministry of Health, the National
Planning Institute, and. the Ministry of Economy and Finance as a
tax-exempt organization to which donations are tax deduvuctible.
PRISMA was granted a certificate of eligibility as a registered
foreign PVO by USAID/Peru on November 3, 1586.

PRISMA is administered by an Executive Directer, an Administrative
Director, and a predominantly Peruvian Board of Directors. PRISMA
currently employs 23 professional staff, principally physicians,
four technical personnel, and almost 50 auxiliary personnel.

PRISMA worxs with urban and rural poor populations to foster their
participation in, and benefit from, modern technology in the areas
of medicine, public health, agriculture, and information systems.
During 1988, PRISMA cxecuted a total budget of $756,400 among its
A.I.D.-related projects. Its current A.I.D.-related budget to be
administered during 1989 is $533,800, plus $5,977,025 worth of food
commodities under Project 527-0323 - Integrated Food, Nutrition and
Child Survival: A Joint Fffort Between a PVO and the MOH.

PRISMA also receives funds from foundations, other donors, and
Peruvian organizations, including the following: : -

Milpo Mining Company. Along with Instituto Marcelino, PRISMA
has a contract with the Milpo Mining Company to provide training
and supervision in family planning/maternal child health care.

University of Arizona Veterinary Department. In conjunction
with the Universidad Peruano Cayetano Heredia, PRISMA s
participating in a study of Cryptosporidium, which causes
diarrhea in young children. PRISMA is responsible for managing
the grant and for collecting field data and specimens.

T
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World Health Organization (WHO). PRISMA has a grant from the

Safe Motherhood Program to identify women who have experienced
illegal abortions, establish a profile of those at 1risk of
future abortions, and design interventions for this risk group.

Integnagignal Foundation for Science. PRISMA has 2 grant to

conduct a study on the use of vaccination to prevent porcine
Cysticercosis., This project 1s being was carried out in
coordination with the San Marcos School of Veterinary Medicine.

2. USAID_In-House Management Review.

PRISMA's first overall A.I.D. management review is scheduled for the
end of 1989 by the Regional Inspector General/Honduras Office. A
preliminary assessment was conducted by the USAID/Peru Population
Pivision during April, 1986, which provided the following findings:

Management canability, technical leadership, and support personnel.
PRISMA has a large full-time staff, The FExecutive Director,

Josephine Gilman, has had extensive project management experience in
Peru and Bangladesh.

Financial structure and experience; adequacy of fiscal systems for
financial management and reporting requirements. PRISMA has an
A.I.D,-oriented financial infrastructure in place and works
successfully with the Mission. Its accounting system is now being
computerized. PRISMA has extensive experlience managing complex
financial tracking programs under the hyperinflationary conditions

of Peru. :

Experience in commodity management, inventory control and warehouse
gupervision. PRISMA's experience In this area derives from its
oversight of the Food for Development Program. PRISMA has received
high marks from USAID/Peru for 1its performance 1in' overseeing
distribution of 15,000 tons of commodities.

Physical infrastructure. PRISMA currently rents a three-story
building. It has 25 microcomputers on-site and 12 located in
off-site project offices, extensive software, and laser printers,
and personnel trained in their use. It also has two vehicles,
leases three, with a sixth awaiting release from customs.

Potential for overload. It appears that administration of the PVFP
Project would be congruent with PRISMA's current growth plans.
However, USAID is concerned that PRISMA could be overloaded, and is
cognizant that careful on-going project monitoring is warranted.
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3. TFinancial Review,

PRISMA's financial management systems and procedures were evaluated
by a team of independent auditors during July, 1989. The auditors
made the following observations and recommendations for improvement:

General Accounting System. A final accounting for 1988 has not yet
been prepared, and monthly balance sheets are not available. PRISMA
does not revalue its fixed assets to compensate for inflation. The
" auditors recommended that PRISMA expand and restructure its
accounting department to reduce the work load of the chief
accountant and to add sufficient auxiliary personnel.

Organizational Manuals and Procedures. The auditors recommended
that PRISMA update its organizational chart. The organizational
manual does not include the accounting and treasury unit and lacks
uniformity across areas. Administrative personnel are unfamiliar
with the organizational manual.

Independent Institutional Audit. PRISMA has not commissioned any
independent institutional audit, although subproject audits have
been performed. The auditors recommend annual institutional audits.

Budgets and Cash_Flow. PRISMA currently prepares annual budgets and
cash flow projections separately for each subproject. The auditors
recommend the preparation of an institutionsl budget and cash flow
prcjections. They also recommend that PRISMA establish a policy to
require bids for purchases above a certain level.

Miscellaneous. PRISMA has rno insurance policy on its assets.
Vehicles have not been entered into the accounting books. Employee
income tax deductions are made on an estimated basls, rather than on
the basls of employee declarations, as is required by law.

4, Administratlive and Management Review.

An administrative/management review was conducted by a two business
consultants who visited PRISMA and interviewed administrative. and
program staff. Their assesment was higily positive. In the opinion
of the consultants, PRISMA exhibits the wnositive attitude toward
change, appropriate management capability, aud congruency with the
A.I.D., strategy needed to implement the PVFP Project.

PRISMA has developed strategic plans which have required minimal
change and can be carried out with current staff. Its participatory
system of work has resulted in a high degree of motivat..n.
Flexibility in personnel practices is permitted by combining project
administration with use of a technical coordinating committee., This
results in high motivation and morale and encourages participation,
creativity, and innovation among the group.
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From a business perspective, the only structural weakness observed
is PRISMA's financial self-sufficiency. Efforts are being made to
generate incore. The remaining deficiencies are procedural and
mostly related to the accounting system, which is being replaced by
a computerized system. PRISMA's evaluation system requires mninor
changes which can be achieved with staff training.

C. Technical] Analysis.

The technical analysis for this project addresses the feasibility of
the technologies to be used to improve the financial sustainablli:y
of the famlly planning PVOs and to increase their capacity to
deliver long-lasting contraceptive methods and coilaborate with the
public sector in extending effective family planning coverage to
rural areas. The approaches and techniques described in this
project have all been tested in the family planning private
voluntary sector, either- in Peru or in other countries in the Latin
American region,

1. Contraceptive Technology

All of the contraceptives to be included in this project are already
being used in Peru at this time. This project will support the
provision of the standard varlety of scientific contraceptive
methods: oral contraceptives (a low-dose estrogen pill),
intra-uterine devices (IUDs -~ Copper T-380, a recently improved
Copper-T model which provides protection from pregnancy for probably
up to ten years as compared to the earlier Copper T-200 model which
provided three years of protection), condoms, contraceptive foam and
vaginal foaming tablets (VFTs), and male and female voluntary
surgical contraception (VSC) using either laporoscopy or "mini lap"
for women who are in a high risk reprcductive category. These
methods are all well beyond the experimental stage. Their efficacy
and safety under a variety of conditions are known and are a
function of such wuser characteristics as age, health, parity,
education, personality, cultural backgrecund, and user application.

A more recently developed contraceptive technology which will also
be included in this project is the subdermal hormonal implant,
Norplant. Norplant has been undergoing extensive field trials in
aumerous countries for some time and has already been approved for
public use In several of them, including Peru (as well as Finland,
Dominican Republic, Indonesia, and Chile). A program is currently
underway in Peru to train physicians in Norplant insertion and
removal so that this new method can be offered in U.S. supported
family planning programs as soon as it is registered in the United
States and available for procurement by A.I.D. This 1is expected
early in 1990.



- 89 -

2. Management Technologjes

In order to achieve the improved sustainability of the PVOs as called for
by the end of the project, a series of management systems must be
developed and incorporated in PVO operations. Systems for audit,
accounting, logistics, service statistics and other management
information such as personnel, payroll, etc. will be designed and
implemented according to well tested and proven techniques and
methodologies. The technologies on which these systems will be based are
basically well established and successful,

While management systems are needed to ensure the success of any
plan for strengthening the PVOs and expanding their capacity to deliver
high-quality family planning services, they are not in themselves
sufficient to produce sustainapility. The PVOs lack an entrepreneurial
orientation and instinct which must be instilled in them before real
sustainability for their operations can be achieved. Therefore, while
the first year of the project will concentrate on developing and
establishing the nzeded management systems, years 2 - 4 will focus on the
provision of technical assistance to inculcate the requisite outlook and
animus among the PVOs that will lead to substantial sustainability by the
project's end. The T.A. provided for this purpose will employ the latest
standard business techniques and wutilize the services of Peruvian
business consultants who are experienced in dealing with the unique
challenges posed by Peru's current hyperinflationary context.

D, Social Soundness Analysis.

This project will assist the private voluntary sector to become more
economically sustainable and to strengthen its capability to deliver all
methods of family planning with an e2mphasis . on increasing the
availability of long-lasting contraceptive methods and achieving greater
rural coverage through collaboration with the public sector. This
section examines the socio-cultural context in which the project will
operate and the socio-cultural feasibility of the proposed family
planning interventions, project beneficiaries, and the anticipated impact
of the project. -

1. Socio-Cultural Context.

Peru, the fourth largest and fifth most populous country in Latin
America, 1s characterized by extreme geographic and cultural variations.
Its land area is approximately 1.28 million square kilometers, with only
a small percentage of it arable; its population in 1989 was estimated to
be nearly 22 million. It is divided into three clearly defined regions:
- the coast, which 1includes approximately 50 percent of the
population and 11 percent of the land;
- the slerra, with about 40 percent of the population and 26
percent cf the land; and

L |
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'~ the Jjungle, with only 10 percent of the population, but
with 63 percent of the land.

Each region has its own ethnic groups and culture; a recent World
Bank report indicated that, of the total population, almost half is
classified as 1indigenous, the majority of whom are not fully
integrated into the economic, social, and political 1life of the
country. Another 10 percent is of European (primarily Spanish)
origin, with a small number of Asians. The remaining one-third is
of European/Indian mixture. Peruvians of European and Asian origin
-1ive primarily in the coastal cities (mostly in Lima), where they
dominate much of the political and commercial activities of the

country.

According to the latest data available from the National Statistics
Institute, the Peruvian population 1is relatively young, with 40
percent less than 15 years old, and predominantly urban, with 68
percent located in urban centers. Over the years, there has been
and continues to be an outward migration from the rural areas to the
cities. As a result, nearly one third of the total population now
lives in the Lima-Callao metropolitan area, and by the year 2000,
three out of four Peruvians will live in large cities.

Despite the wide range of cultural and ethnic diversity, it is safe
to say that all regions 1in Peru have begun the demographic
transition from higher to lower fertility rates, with the coastal
and urban areas being farther along 1in the process. Driving this
demographic transition has been a steady increase in the prevalence
of contraceptive practice to postpone or limit future births. Over
the last 10 years, contraceptive nrevalence has increased from 31
percent of women in union of reproductive age in 1977-78 to 46
percent in 1986. Prevalence rates vary substantially with
geographic region, from a high of 63 percent of women in union in
the Lima metropolitan area to a low of 31 percent in the slerra.
However, the absolute gain in prevalence in the sierra over the last
10 years (13 percent) equalled the increase in metropolitan Lima,
and in terms of relative increases, the sierra led the country with
a 74 percent gain over 1977 levels. :

By 1986, knowledge of contraception was nearly universal: 87 percent
of all women in uninn of reproductive age (and 86 percent of all
women of reproductive age) could name at least one modern
contraceptive method, principally pills (77 percent), female
sterilization (75 percent), and IUD (72 percent). Nevertheless,
half of all women using contraception were practicing a traditional
method, principally rhythm (39 percent of all contraceptive use).

.This phenomenon, coupled with the finding that large proportions of

women who were familiar with modern methods reported having heard of
problems associated with their use, has led many investigators to
conclude that serious cultural and knowledge barriers still exist to
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more widespread use of modern contraceptive methods.

Other interpretations of these findings are also plausible,
Reporting having heard of a problem associated with the use of a
specific contraceptive method 1s not necessarily the same as not
using the method for fear of contracting the problem. Since it
appears that both users and non-users of modern contraceptives
report having heard of the same problems, it cannot be concluded
that these "fears" or "rumors" are significantly associated with
" non-use. Another interpretation of the high use of rhythm and other
traditional methods is that many women who are motivated to adopt
fertility limitation have no access to modern methods. Thus, the
high prevalence of traditional methods, rather than being an
obstacle to adoption of modern contraception, would operate as a
facilitating factor.

2, Socio-Cultural Feasibility.

Available information suggests that the demand for family planning
services and supplies is higher than the use rate due to the
inability of the public and private health systems 'to meet that
demand. Health care providers are, in general, supportive of most
modern family planning methods, although individual preferences may
lead them to promote certain methods more strongly than others.
Family planning 1is widely accepted and practiced, despite some
anti-family planning influences in the country, chiefly among the
far right and the far left of the political spectrum.

Political support for family planning has grown significantly under
the APRA govermnment. In late 1986, the President of Peru, for the
first time in history, made several strong public statements in
favor of family planning and established a Presidential Commission
on Population to set demographic and contraceptive prevalence goals
for the country. A public opinion survey held in metropolitan Lima
in January, 1989, found that
- 81 percent of the respondents were in favor of the policy
to reduce the population growth rate, -
- 95 percent supported "responsible parenthood"”,
~ 87 percent supported the use of mass media to promote
family planning, and
~ 77 percent supported the distribution of contraceptives.

Several family planning 1EC campaigns have been conducted using mass
media, such as television, radio, and billboards, as well as printed
matter such as pamphlets and posters. Messages have been targeted
primarily towards younger married couples and adult women,
principally emphasizing the concept of responsible parenthood and
the right of families to decide on the number and timing of their
children. Religious groups have criticized, on occasion, the



promotion of modern ("artificial") contraceptive methods, but agree
that responsible parenthood itself 1is a desirable end. IEC
campalgns have increased public awareness of specific contraceptive
brands and the availability of family planning through public sector
outlets, Future IEC needs will need to devote more effort on
promoting specific methods for specific populations, and perhaps
counteracting specific fears, and less attention on creating a
consensus on the generic aspects of family planning and responsible

parenthood.

3. Project Beneficiaries and Impact.

The immediate prcject beneficiaries are the PVOs which will receive
funding and technical assistance to improve thelr management and
service delivery capacities, A strengthened private voluntary
sector will potentially benefit all wcmen of reproductive age (over
5 million individuals in 1989), their partners, and thelr families.
The beneficiaries are found among the lower-income groups, who
cannot afford to obtain family planning services and supplies from
the commercial sector, but who are willing and able to pay something
for the services and supplies they receive.

Expanded family planning practice and the correct use of effective
contraceptive methods will have economic, social, and health
impacts. Women who wuse effective contraception will experience
health benefits through:
- a reduction of unwanted pregnancies and induced abortions;
- a reduction of high-risk pregnancies and their ensuing
complications; and
~ a reduction of side effects and complications caused by the
use of inappropriate contraceptives and inappropriate
techniques (e.g., resorting to caesarean delivery in order
to receive a tubal ligation). . ’

Children of family planning users will enjoy improved health through:
- better birth spacing and decreased high-risk pregnancies;
and -
- 4improved family nutrition in general, brought about through
the birth of fewer children. ,
Many families will be able to enjoy higher standards of living.

Family planning also has a positive impact on women's social and
economic participation. By providing women the opportunity to plan
and control the number and spacing of births, it preovides them the
opportunity to be more effective in their roles in the family unit
and to devote time and energy to other roles as well. in
particular, family planning helps the economic situation of women by
allowing them greater opportunities for employment. The beneficial
effects of a lowered population growth rate on the opportunities for
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overall economic and soclal development and on the environment are
vell known and established.

4, The Role of Women.

The involvement of women will be critical to achieving the
objectives of this project. This includes not only their roles as
the principal consumers of family planning services and supplies but
also as managers, decision makers, and service providers in the
private voluntary sector. Women have traditionally served as
outreach workers, service providers, and supervisoirs in PVO
programs. This project will oromote their participation in higher
management levels as well.

5. Summary.

The socio-cultural context of Peru is multi-faceted, with enormous
regional, ethnic, and urban-rural variations that affect and
complicate the delivery of family planning services and supplies.
The GOP population policy emphasizes the need for effective family
planning service delivery throughout both the public and private
sectors,

The family planning services and methods supported under this
project are socio-culturally acceptable and recognized under the
Population Law and MOH norms. With the exception of two methods
(vasectomy and contraceptive implants, still in the phase of
clinical trials in Peru), all are well-known and widely practiced.
Family size preferences have declined dramatically in recent years,
and Peruvian women and men are increasingly motivated to adopt
family planning practices appropriate to their fertility preferences.

E. Economic Analyses.

The pgoal of the project is to enhance the ability of Peruvian
families to achieve the desired number and spacing of children.
This would be achieved by increasing the capacity of the six target
agencies to deliver long-lasting contraceptive methods while
maintaining support for the delivery of temporary and natural
methods. This in turn will support GOP efforts to relieve pressure
on the country's health, education, and nutrition infrastructures by
slowing population growth. The project has three specific
objectives: institutional decvelopment, increased availability of
long lasting methods, and improved access in rural areas.



1. Institutional Development

This component of the project aims at increasing the operating
efficlency of the target agencles, at expanding their service
delivery, and at increasing their financial self-reliance. Prior
Missior: experience with technical assistance provided to planning
agencies wunder the previous SPF project shows that improved
operating efficiency is an achievable objective,

A recent study of service delivery costs over a one year period
showed an increase in couple years of protection (CYP) accompanied
by a reduction in the average delivery costs per CYP, If this
project is able to achieve a furthes 15% average reduction in unit
costs for all six participating PVOs, it would be possible to
increase output by more than 10% without increasing donor subsidies,

The economic viability of increasing service delivery was analyzed
using the economic cost benefit methodology, where the potential
productive value of individuals not born as a result of the project
is .compared against soclety's potential costs of providing for
them. The principal limitations of this analysis are: a) society
does not include the unborn and their "utility" function; and, b)
the lost "psychological' utility associated with having children is
not included in the cost side because it is impossible to measure.

Bearing in mind these limitations, the analysils, described in Annex
III, led to the conclusion that the net present value to society of
each birth is -$411. Stated differently, for every birth averted,
society will save $411 stated in net present value terms.

The next question is whether the money invested in averting a birth
is lower than the savings that would accrue to society. Using a
simple arithmetic calculation that divides savings to society ($411)
per birth averted by the average number of couple years of
protection (8.85) that need to be delivered in order to avert one
birth, one obtains the maximum that can be spent on delivering one
couple year of protection, which in this case is $46 per CYP.

The same study that analyzed service delivery and associated costs
shows that CYP delivery costs are already below the maximum figure.
In fact, at current rates of output and costs, the benefits to cost
rati> of investment in family planning is approximately $3.70 saved
for every dollar invested. The potential savings that could be
achieved by the project in terms of Increasing cost effectiveness of
PVO service delivery would increase the henefits to cost ratio to
$4.40 to $1, or an improvement of almost 20 percent.

vThe feasibility of the PVOs reaching financial self-sufficiency is
analyzed in the following section of the project paper.



2, Increaned Availabllity of Long Laoting Methodn

The Justification for an increased focus on long lasting methods i
not primarily economic, but rather responds to the expressed
reproductive preferences of project bencficlaries. While VSC and
IUDs are 100 and 95 percent effective, temporary supply methods and
NFP show lower effectiveness rates., An increment in the use of
long-lasting methods would increase the overall effectiveness of
contraception in Peru from 1its current weighed average of B85

© percent, While VSC and 1IUDs show higher delivery costs than

temporary supply methods (NFP 1s the most expensive method of all to
deliver), evidence from Ecuador and Colombia suggest that economies
of scale can be achieved as their prevalence increases.

3. Improved access in rural areas

It 1s often the case that family planning service delivery 1is more
expensive 1n reral areas, as demonstrated by studies of
community-based distribution in Ecuador ard Colombia. However, the
service delivery model proposed for this project differs from either
case. This project proposes to use existing MOH and IPSS health
facilities. A pilot program conducted by the Population Council to
test the feasibility and cost-effectiveness of this approach found
the costs per CYP below the $46 cut-off point estimated above.

Furthermore, in analyzing the cost-effectiveness of rural family
planning service delivery, it is necessary to take into account the
fact that both contraceptive prevalence and the quality of life are
lower in rural areas. This means that the economic impact of the
project will be greater than the national average estimated in the
economic cost benefit analysis.

F. Financial Analyslis

This project will not generate revenue for its Implementing Agency,
PRISMA., PRISMA's role is to channel .funding and commodities to the
six participating PVOs and to provide and coordinate technical
assistance that will, among other objectives, enhance the PVOs'
economic sustainability., Therefore, the Financial Analysis will
examine the feasability of the sustainability goal for the six
participating PVOs,

The degree to which economic self-sufficlency can be attained
depends in part on the characteristics of the clients served by the
PV0Os, the services that are offered, and the prices that could be
charged. At the present time, the most important potential source
of revenue for the PVOs is donated ceontraceptive commodities.

\ |
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Client Characteristics and Current Fee Structure. Currently, none
of the participating PV0Os recover even 10% of their operating costs
from client fees. The extent to which they might become more
self-sufficient depends in 1large part on the ability of their
clients to pay for services and supplies. This is a great unknown,
due to the lack of information about client income and the
uncertainties posed by the current hyperinflationary environment.

In the absence of more precise data on client income, analysis of
clients' ability to pay must be based on proxy variables, such as
‘education and place of residence. For example, data from INPPARES
indicate that 79 percent of their clinic clients have at least a
secondary education and do not live in a pueblo Jjoven, as do 19
percent of rotating post clients. Clearly, many of these clients do
not require the near 100 percent subsidy they receive.

The income 1levels of APROSAMI and PROFAMILIA clinic clients are
probably below those of INPPARES clients, nevertheless, many are
capable of paying a larger share of their service costs. This 1is
demonstrated by the results of a survey of APROSAMI, Instituto
Marcelino, and INPPARES clinic clients., APROSAMI clients come from
a lower socioeconomic class and those of INPPARES from a higher one
than the c¢lients of Marcelino. Instituto Marcelino is almost
completely self-supporting from user fees, while the other two PVOs
are almost completely donor subsidized.

Potential Income Generation Through Sales of Contraceptive
Commodities. Contraceptive commodities are a substantial part of
the project ©budget, exceeding the subsidies for other PVO
institutional operating costs by some .44 percent. While the project
will continue to provide donated commodities for the PVOs' own
activities, it is clear that in the not-too-distant future, the PVOs
will have to assume this responsibility on their own.

Over the period 1987-1988, the five PVOs (less ATLF) which
distribute modern contraceptives put into circulation an annual
average of §$674,000 worth of donated commodities. The average
prices charged for these commodities were considerably lower .than
the A.I.D cost. PVO prices. are usually considerably lower than the
retall price of locally-distributed products, and in the case of
spermacides (vaginal foaming tablets), the cost to A.I.D. of the
imported product is four times higher than the retail price of the
locally-manufactured product.

The prices currently charged by the PVOs do not cover the value of
the donated commodities, and much of the income generated stays with

. the distributor and never reverts to the institution. Furthermore,

a considerable proportion of the commodities distributed are sent to
other, often commercial, outlets for final distribution to users.
Not only do these commercial users pay much higher prices for their
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methods, but the PVOs do not realize the income from those sales.

It should be possible for the PVOs to charge between a 25 to 50
percent mark-up (over procurement costs) for the IUDs, pills, and
condoms they distribute through their own outlets, and between a 150
to 500 percent mark-up on those commodities distributed to
commercial outlets. After allowing the CBD distributor to keep half
of his/her pill and condom sales, this would gross $720,000 annually
at total 1987-1988 distribution levels.

If the PVOs continued to receive donated commodities for their own
services and purchased, at A.I.D. prices the commodities distributed
to commercial outlets, they could net $587,000 annually. This
represents more than the total institutional operational subsidy for
clinical as well as CBD programs.

Implementation of appropriate pricing strategies could allow the
PV0s to generate, through sales of contraceptives alone, enough
revenue to purchase commodities at A.I.D. prices and offset a small
portion of their operating costs as well. Revenues would be
available to capitalize operations (purchasing instead of renting
office space, purchasing equipment, etc.), further improving
economic sustainability.

G. Cost Estimate and Financial Plan.
1. Financial Plan

The total cost of the AID Financed Inputs for this four-year project
is estimated to be U.S.$7,755,000. It is anticipated that neither
the Implementing Agency, PRISMA, the GOP nor the six participating
(program implementation) PVOs will provide a measurable financial
contribution. Therefore all project budgets reflect AID Financed
Inputs conly, and a walver of the 25 percent contribution requirement
will be approved by the Mission Director. USAID-financed inputs
have been described in detail in earlier sections.

TABLE 4
SUMMARY OF TOTAL PROJECT COSTS BY FUNDING SOURCE AND
FOREIGN EXCHANGE (FX) AND LOCAL CURRENCY COSTS (L.C.)
(in U.S. § 000)

Funding Source FX LC TOTAL %
USAID 4,097 3,658 7,755 100

These projections will be amended for later years as soon as the
contributions from the participating PVOs can be quantified.
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2. Methods of Implementation

Table 5 outlines the planned methods of implementation and financing
for the Operating Program Cooperative Agreement as conceived by
A.I1.D. While this type of Agreement 1g not normally treated as a
"bi-lateral type" project in implementation terms, we believe that
the preferred methods established by A.I.D. policy are appropriate
under the circumstances to ensure adequate monitoring and control of
A.I.D. funds and to provide methods for implementing A.I.D.'s
substantive involvement, To ensure and clarify various implementing
procedures and clearances that will be necesary during the LOP, the
Mission will issue various PIL type documents, included will be a
"PIL No.l" type document that will set the stage, so to speak, for
implementation of the project.

The reason for this treatmcnt igs to provide PRISMA with substantial
implementation assistance during the life of the project to assure
that PRISMA and the cooperating PVOs achieve the highest level of
institutional development possible. Accordingly, A.I.D. will
directly administer a large percentage of Agreement funds, With
respect to the A,I.D. funds that will be directly administered by
FRISMA and the PV0s, disbursement and reporting procedures have been
developed to assure their planned use. Mission Staff has reviewed
the procedures and find them adequate. A description of these
procedures appears in the Implementation Plan.

|~
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TABLE 5

METHOD OF IMPLEMENTATION BY
TYPE OF ASSISTANCE AND FINANCING METHOD

INPUTS

Program Gosts
PVO PIL-type documents

Institutional under Operating Program

Support Cooperative Agreement
(OPCA) with PRISMA

Technical Contracts executed by

Assistance/ PRISMA under PIL/OPCA

Technical Contract (PIO/T)

Studies

Commodities PI0/Cs thru A.I.D./W

and Freight Purchasing Agreement

Administrative Costs

Project PIL-type documents
Management

(PRISMA)
USAID PSC Contract (PIO/T)
Coordination
Evaluation Contract (PIO/T)

Audits/Financial Reviews:

PRISMA, PVO
Annual Audits

PIL-type documents

Project Audits Contract (PIO/T)

Financial Contract (PIO/T)

Management

Reviews (NFA)
Overhead PIL-type documents

Contingencies/
Inflation

TOTAL PROJECT

Method of Implementation Method of Financing

Direct Reimbursement/
Periodic Advances

Direct Reimburasement/
Periodic Advances
Direct Payment

Direct Payment/
Advice of Charge

Direct Reimbursement/
Periodic Advances

Direct Payment

Direct Payment

Direct Reimbursement/
Periodic Advances

Direct Payment

Direct'Payment

Direct Payment

Estimated
Amount

2301

515

3517

580
220

70

160
50
40

117

185

7755
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G. En\_rugammlmumg

An Initial Environmental Examination (IEE) was carried out during
the preparation of the PID and a Negative Determination was
recommended by the Mission Director. The Environmental Threshold
Decision was reviewed and the Negative Determination approved by the
LAC Environmental Coordinator on September 15, 1989. A copy of the
Environmental Threshold Decision is attached as Annex VII,

VI. CONDITIONS, COVENANTS, AND NEGOTIATING STATUS.

The Cooperative Agreement will be subject to the following essential
terms, covenants, and major .conditions, together with such other
terms and conditions as A.I.D. may deem appropriate:

A, Source and Origin of Commodities and Natjomality cof
- Services. '

Commodities financed by A.I.L. under the Cooperative
Agreement sihall have their source and origin in Peru or in
the United States, except as A.I.D. may otherwise agree in
writing. Except for ocean shipping, the suppliers of
commodities or services financed under the Cooperative
Agreement shall have Peru or the United States as their
place of nationality, except as A.I.D. may otherwise agree
in writing. ~ Ocean shipping financed by A.I.D. under the
Cooperative Agreement shall be financed only on flag
vessels of the United States, except as A.I.D. may
‘otherwise agree in writing.

B. Condit]-n.

Prior to the hiring of key personnel under the Project,
A.I1.D. shall approve, in writing, .such personnel, including
the Administrative/Management Specialist,
Accountant/Analyst, and Logistics/Statistics Coordinator.

C. Covenant.

The Implementing Agency agrees that none of the funds made
available under the Cooperative Agreement for family
planning activities will be used to finance any costs
relating to: :
1. the performance of abortion or involuntary
sterilization as a method of family planning;
2. the motivation or coercion of any person to
undergo abortion or involuntary sterilization;
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3. Dbiomedical research vwhich relates, in whole or in
part, to methods of, or the performance of, abortion
or involuntary sterilization as a method of family
planning; '

4., the active promotion of abortion or involuntary
sterilization as a method of family planning; or

5. the procurement of any equipment or materials for the
parpose of abortion or involuntary sterilization.

D. Contributions from Non-A.I.D, Sources.

The A.l1.D. requirement for Operational Program Cooperative
Agreements ("OPCAs"), that a minimum of at least twenty-five percent
of total project costs be contributed from non-U.S. government
sources, is hereby waived, the Justification for which is included
as an Annex to the Project Paper.

E. Standard Mandatory and Required as Needed Conditjonms.

The Cooperative Agreement that will be negotiated with the
Implementing Agency for PY 1 will include the standard conditions
required of non-U.S. nongovernmental organizations and required as
neededconditions for non-u.S. NGOs.

F. Substantive Involvement of USAID/Peru.

Participation of and/or prior approval from USAID/Peru will be
required in the design and/or execution of the following Project
activities:

(1) Project Monitoring Arrangements. The Implementing Agency will
request USAID to issue PIO/Ts to locally compete and contract
the Project Monitor and secretary positions. Selection of these
individuals will be made by USAID. '

(2) Contraceptive Commodities. The Implementing Agency will request
USAID to issue a funded PIO/C to .purchase contraceptives to be
distributed under the Project. USAID will review commodity
requests and issue the necessary cables tc A.I.D./W. The
Implementing Agency will be responsitle for receiving, storing,
and distributing contraceptives to the PVOs once the commodities
are in-country. USAID approval of local handling arrangements
(i.e., direct arrangements by the Implementing Agency or
subcontract to another local organization) will be required
prior to issuing the first request for shipment.

(3) Buy-ins to AID/W centrally-funded projects. USAID may recommend
and will review and approve all requests for buy-ins to A.I.D./W
centrally-funded projects under the Cooperative Agreement.
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After such approval, the Implementing Agency will request USAID
to issue the necessary PIO/Ts.

Project personnel. USAID approval will be required prior to
selection and contracting of Project key personnel by the
Implementing  Agency. These include the Administrative/

Management Specialist, Accounting Analyst, and Logistics/
Statistics Coordinator (PY 1) and Program/Evaluation Specialist
(PY 2). Any deviation from the number of support personnel as
specified in the Project Paper will require the prior approval
of USAID, as will any changes in level of effort of PRISMA's

director during PY 1.

Local contracts for technical sgervices and consultants. USAID
will participate in the preparation of scopes of work for all
subcontracts issued by the Implementing Agency under the
Cooperative Agreement for local technical services and
consultants, This will include, but not be 1limited to,
institutional financial audits of the Implementing Agency and
the participating PVOs, and the two technical studies (cost
study e&nd market study). Prior approval from USAID will be
required for all Requests for Proposal (RFPs), and selection of
subcontractors and consultants.

PVO subgrants. USAID will participate in the preparation of PVO
subgrant budgets for institutional support and, where
appropriate, technical assistance. Prior approval from USAID
will be required for all PV0O subgrants made under the

Cooperative Agreement,

Technical Advisory Group. The Project Manager and/or Project
Monitor will participate in all meetings of the Technical

Advisory Group, as described in the Implementation Plan.

Ihreshold Evaluation of PRISMA. Using funds wunder this
Cooperative Agreement, USAID will conduct a threshold evaluation

of PRISMA during month 8 -of PY 1, as described in the
Implementation Plan. USAID will wuse the results of _.this
evaluation to determine the funding mechanism for PY 2-4 (i.e.,
a new Cooperative Agreement with PRISMA or another vehicle).
PRISMA will authorize USAID to issue the necessary PIO/Ts and
other documentation to carry out this evaluation,

Evaluatjon of participating PVOs. USAID will participate with
the Implementing Agency in end-of-year evaluations of progress
made by the participating PVOs in achieving their institutional
and service delivery goals. All decisions regarding
continuation or discontinuation of PVOs in the Project will
require the prior approval of USAID,
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PROJECT STATUTORY CHECKLIST

ANNEX I, Exhibit A



$C(2) - PROJECT CHECKLIST

Listed below are statutory criteria applicable

to projects. This section is divided into two

parts. Part A includes criteria applicable to

all projects. Part B applies to projects funded

from specific sources only: B(l) applies to all

projects funded with Development Assistance; -
B(2) applies to projects funded with Development

Assistance loans; and B(3) applies to projects

funded from ESF.

CROSS REFERENCES: 1S COUNTRY CHECKLIST UP TO
DATE? HAS STANDARD ITEM
CHECKL1ST BEEN REVIEWED FOR
THIS PROJECT?

A. GENERAL CRITERIZ FOR PROJECT

1. FY 1989 Appropriations Act Sec. 523; FAA Congressional Notification

Sec. 634A. 1f money is sought to for the project was sent
obligated for an activity not previously on July 24, 1989, and
justified to Congress, or for an amount expired on August 7, 19S9.
in excess of amount previously justified Technical Notification was
to Congress, has Congress been p:ope:ly sent on September 7, 1939,
notified? . « and expired on September

¢ 21, 1989.

2. FAA Sec. 611(a)(l). Prior to an
obligation in excess of $500,000, will
there be (a) engineering, financial or (a) YES
other plans necessary to.carry out the " (b) YES
assistance, and (b) a reasonably firm -
estimate of the cost to the U.S. of the
assistance?

3. FAA Sec, 611(a)(2). 1If legislative
action is required within recipient . No legislative action
country, what is the basis for a by Peru is required.
reasonable expectation that such action
will be completed in time to permit
orderly accomplishment of the purpose of
the assistance?




FAA Sec. 611(b); FY 1989 Appropriations
dct Sec. 501. If project iy for water or
vater-related land resource construction,
nave benefits and costs been computed to
the extent practicable in accordance with
the principles, standards, and procedures
established pursuant to the Water
Resources Planning Act (42 U.S.C. 1962,
et seq.)? (See A.I1.D. Handbook 3 for .
guidelines.)

FAR Sec. 611(e). If project is capital

assistance (e.g., construction), and
total U.S. assistance for it will exceed
$1 million, has Mission Director
certified and Regional Assistant
Adninistrator taken into consideration
the country's capability to maintain and
utilize the project effectively?

FAR Sec. 209. 1Is project susceptible to
execution as part of regional or
multilateral project? 1f so, why is
project not so executed? Information and
conclusion whether assistance will
encourage regional development programs.

FAA Sec. 60l(a). Information and
conclusions on whether projects will
encourage efforts of the country to:

(a) increase the flow of international
trade; (b) foster private initiative and _
competition; (c) encourage development .
and use of cooperatives, credit unions,
and savings and loan associations;

(d) discourage monopolistic practices;

(e) improve technical efficiency of
industry, agriculture and commerce; and
(f) strengthen free labor unions.

FAA Sec. 601(b). Information and
conclusions on how project will encourage
U.S. private trade and investment abroad
and encourage private U.S. participation
in foreign assistance programs (including
uee of private trade channels and the
services of U.S. private enterprise).

N/A

N/A

No

(a) Yes - may increasc
demand of Peruvians
for US made contra-
ceptives

(b) Yes - will increase
ability of local PVOs
to engage in marketing

(c) No

(d) Yes - will increase
" market competition

(e) Yes - will improve PVO
efficiency

(f) N/A

The project will use U5~
made contraceptives and,
by helping develop the
market for such supplies,
encourage manufacturers to
trade and invest abroad

in contraceptives,

. m’



an

10.

11.

12.

13.

FAA Secs. 612(b), 636(h). Describe steps
taken to assure that, to the maximum
extent possible, the country is
contributing local currencies to meet the
cost of contractual and other services,
and foreign currencies owned by the U.S.
are utilized in lieu of dollars.

FAA Sec. 612(d). Does the U.S. own

excess foreign currency of the country
and, if so, what arrangements have been
made for its release?

FY 1989 Appropriations Act Sec. 521. 1t
assistance is for the production of any
commodity for export, is the commodity
likely to be in surplus on world markets
at the time the resulting productive
capacity becomes operative, and is such
assistance likely to cause substantial
injury to U.S. producers of the same,
similar or competing commodity?

FY 1989 Appropriations Act Sec. 549.

Will the assistance (except for programs
in Caribbean Basin Initiative countries
under U.S. Tariff Schedule “Section 807.,%
which allows reduced tariffs on articles
assembled abroad from U.S.-made
components) be used directly to procure
feasibility studies, prefeasibility .
studies, or project pzotlles of potential-
investment in, or to assist the
establishment of facilities specifically
designed for, the manufacture for export
to the United States or to third country
markets in direct competition with U.S.
exports, of textiles, apparel, footwear,
handbags, flat goods (such as wallets or
coin purses worn on the person), work
gloves or leather wearing apparel?

FAA Sec. 119(g)(4)-(6) & (10). Will the
assistance (a) support training and
education efforts which improve the
capacity of recipient countries to
prevent loss of biological diversity;
(b) be provided under a long-tern
agreement in which the recipient country
agrees to protect ecosystems or other

Government of Peru is

not a direct participant
in the project.

Local PVOs will contr 'bute
their own resources tu
extent pssible.

No

N/A

No

(a) No
(b) No




14.

15.

16.

.17,

18'

wildlife habitats; (c) support efforts

te identify and survey ecosystems in (c) No
recipient countries worthy of : : ol
protection; or (d) by any direct or (d) Mo .
indirect means significantly degrade o
national parks or simiiet protected areas
or introduce exotic plan.s or anlmals

into such areas? .

FAA_Sec, 121(d). 1If a Sahel project, has
a determination been made that the host
government has an adequate systen for
accounting for and controlling receipt
and expenditure of pruject funds (either
dollars or local cu:rency generated
therefrom)?

“W/A

FY 1989 Appropriations Act. 1If .
assistance is to be made to a United -
States PVO (other than a cooperative

development organization), does it obtain N/A’
at least 20 percent of its total annual

funding for international activitles from

sources other than the United States

Government?

FY 1989 Appropriations Act Sec. 538. 1If
assistance is being made available to a

PVO, has that organization provided upon Yes
timely request any document, file, or

record necessary to the auditing R Yes
requirements .f A.l1.D., and is the PVO '
registered with A.1.D.?

FY 1989 Appropriations Act Sec. 514. 1If

funds are being obligated under an

appropriation account to which they were N/A
not appropriated, has prior approval of

the Appropriations Committees of Congress

been obtained?

State Authorization Sec. 139 (as

interpreted by conference report). Has These “C"i‘f’“s‘ wtlll _
confirmation of the date of signing of be taken after e - .
the project agreement, including the C°°P§mtivg Agcrle"mc"t
amount involved, been cabled to State L/T has been signed.

and A.1.D. LEG within 60 days of the

agrecment ‘s entry into force with respect

to the United States, and has the full

text of the agreement been pouched to

those saune offices? (See Handbook 3,

Appendix 6G for agreements covered by

this provision).




B. FUNDING CRITERIA FOR PROJECT

. evelopment Assistance oject Criteria

Y 1989 Appropriations Act Sec. 548
(as interpreted by conference :epo:t
for original enactment). 1If
assistance is for agricultural
development activities (specifically,
any testing or breeding feasibility
study, variety improvement or
introduction, consultancy,
publication, conference, or
training), are such activities (a)
specifically and principally designed
to increase agricultural exports by
the host country to a country other
than the United States, where the
export would lead to direct
competition in that third country
with exports of a similar commodity
grown or produced in the United
States, and can the activities
reasonably be expected to cause
substantial injury to U.S. exporters
of a similar agricultural commodity;
or (b) in support of research that is
intended primarily to benefit U.S.
producers?

AA Secs. 102(b), 3111, 113 281(a). °.
Describe extent to which activity

will (a) effectively involve the poor
in development by extending access to
econony at local level, increasing "
labor-intensive production and the

use of appropriate technology,
dispersing investment from cities to
small towns and rural areas, and
insuring wide participation of the
poor in the benefits of development

on a sustained basis, using
appropriate U.S. institutions;

(b) help develop cooperatives,
especially by technical assistance,

to assist rural and urban poor to

help themselves toward a better life,
and otherwise encourage democratic
private and local governmental

(a) Project will assist
6 family planning PVOs
to offer subsidiezed
services and goods to
people who cannot afford
to pay commercial prices.
Through collaboration
with MOH, the project
will increase the
availability of services
in rural areas.

(b) N/A




.countries;
‘participation of women in the

institutions; (c) support the
geelf-help efforts of developing
(d) promote the

national economies of developing
countries and the improvenent of
women's status; and (e) utilize and ,
encourage regional cooperation by
developing countries.

FAA Secs. 103, 103A, 104, 105, 106,

120-21:; FY 1989 Appropriations Act
{Development Fund for Africa). Does

the project fit the criteria for the
source of funds (functional account)
being used?

FAR Sec. 107. 1s emphasis placed on

.use of appropriate technology

(relatively smaller, cost-saving,

labor-using technologies that are

generally most appropriate for the
small farms, small businesses, and
small incomes of the poor)?

FAA Secs. Will the

110, 124(d).

recipient country provide at least 25

percent of the costs of the program,

project, or activity with respect to
which the assistance is to be .
furnished (or is the latter !

cost-sharing requirement being waived
for 2 "relatively least developed"
country)?

AR Sec. 128(b 1f the activity
attempts to increase the
institutional capabllities of private
organizations or the government of
the country, or if it attempts to
stimulate scientific and
technological reseaxch, has it been
designed and will ic be monitored to
ensure that the ultimate
beneficiaries are the poor majority?

(d)

(c) Project will assist local

non~profit organizatlons
to improve their capacity
to deliver family planning

Gender-disaggragated
targets will be developed
for project participants
and beneficiaries.

(e) N/A

Yes

Yes

w.

Cost-sharing requirement:
will be waived by Mission
Director for first year
of project.

Yes — the beneficiaries of

increased institutional
capabilities of the P'VOs
are those people who cannot
afford to pay commercial
prices for contraception.
Marketing studies will
monitor project progress.



l

g. FAA Sec. 281(b). Describe extent to

which program recognizes the
particular needs, desires, and
capacities of the people of the
country; utilizes the country's
intellectual resources to encourage
institutional development:; and
supports civil education and training
in skills required for effective
participation ir governmental
processes essential to
Belf-government.

FY 1989 Appropriations Act Sec. 536.
Are any of the funds to be used for

the performance of abortions as a
method of family planning or to
motivate or coerce any person to
practice abortions?

Are any of the funds to be used to
pay for the performance of
involuntary sterilization as a method
of family planning or t» coerce or
provide any financial incentive to
any person to undergo sterilizations?

Are any of the funds to be used to
pay for any biomedical research which
relates, in whole or in part, to
methods of, or the performance of,

abortions or involuntary .

sterilization as a means of family
planning?

FY 1989 Appropriations Act. 1s the
assistance being made available to
any organization or program which has
been determined to support or
participate in the management of a
program of coercive abortion or
involuntary sterilization?

1f assistance is from the population
functional account, are any of the
funds to be made available to
voluntary family planning projects
which do not offer, either directly
or through referral to or information
about access to, a broad range of
family planning methods and services?

The: majority of Peruvian
women do not want more
children, and one third
.0f all births are
unmarked. The project.
will assist Peruvians

f:0 have the children they
want by improving the
capability of PVOs and
their staff to deliver

"high quality, low-cost

family planning services.
In some degree the same
skills are needed to
participate in processes
essential to self-
Government.

.

Nu

No

Nc

No

No

‘.I



- Americans,

FAA Sec. 60l(e). Will the project
utilize competitive selection
procedures for the awarding of
contracts, except where applicable
procurement rules allow otherwise?

FY 1989 Appropriations Act. What
portion of the funds will be .

‘available only for activities of

economically and socially
disadvantaged enterprises,
historically black colleges and
universities, colleges and
universities having a student body in
which more than 40 percent of the
students are Hispanic Americans, and
private and voluntary organizations
which are controlled by individuals
who are black Americans, Hispanic

or Native Americans, or
who are economically or socially
disadvantaged (including women)?

FAA Sec. 118(c). Does the assistance
comply with the environmental
procedures set forth in A.1.D.
Regulation 16? Does the assistance

place a high priority on conservation

and sustainable management of
tropical forests? Specifically, does
the assistance, to the fullest extents
feasible: (a) stress the importance
of conserving and sustainably
managing forest resources; (b)
support activities which offer
employment and income.alternatives to
those who otherwise would cause
destruction and loss of forests, and
help countries identify and implement
alternatives to colonizing forested
areas; {c) support training
prograns, educational efforts, and
the establishment or strengthening of
institutions to improve forest
manayement; (d) help end destructive
g.ash-and-burn agriculture by
supporting stable and productive
farming practices; (e) help conserve
forests which have not yet been
degraded by helping to increase

L leewwr®]

N/A - The only non-Peruvian
firms to be used will be
procured through buy-in
procedures to AID/W
projects, some of which
may be administered by
8~A firms.

An IEE was carried out
during the preparation

of the PID and a negative
determinarion made by the
Mission Director. The
Environmental Threshold
Decision was reviewed and

. the Negative Determination

approved by the LA Bureau
Environmental Officer.
(a) N/A

(b) N/A (

(c)” N/A

(d) N/A

(e) N/A

)
7y



production on lands already cleared
or degraded; (f) conserve forested
watersheds and rehabilitate those
which have been deforested; (g)
support training, research, and other
actions which lead to sustainable and
more environmentally sound practices
for timber harvesting, removal, and°
processing; (h) support research to
expand knowledge of tropical forests
and identify alternatives which will
prevent forest destruction, loss, or
degradation; (i) conserve biological
diversity in forest areas by
supporting efforts to identify,
establish, and maintain a
representative network of protected
tropical forest ecosystems on a
worldwide basis, by making the
establishment of protected areas a
condition of support for activities
involving forest clearance or
degradation, and by helping to
identify tropical forest ecosystems
and species in need of protection and
establish and maintain appropriate
protected azeas; (Jj) seek to
increase the awareness of U.S.
government agencies and other donors
of the immediate and long-term value

of tropical forests; and (k)/utilize,

the resources and abllities of all
relevant U.S. government agencles?

FAA Sec. 116(c)(13). I1f the
assistance will support a program or
project significantly affecting
tropical forests (including projects
involving the planting of exotic
plant species), will the program or
project (a) be based upon careful
analysis of the alternatives
available to achieve the best
gustainable use of the land, and
(b)/take full account of the
environmental impacts of the proposed
activities on biological diversity?

(f)

(g) .

(h)
(1)

)

(k)

N/A

N/A

N/A
N/A
N/A
N/A
N/A
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‘

n. EAA Sec. 118(c)(14). Will assistance
e used for (a) the procurement or

use of logging equipment, unless an
environmental assessment indicates
that all timber harvesting operations
involved will be conducted in an
environmentally sound manner and that
.the proposed activity will produce -
positive economic benefits and
sustainable forest management
systems; or (b) actions which will (b)) N/A
significantly degrade national parks :
or similar protected areas which
contain tropical forests, or
introduce exotic plants or animals .
into such areas?

(a) N/A

0. FAA Sec, 118(c)(15). Will assistance
be used for (a) activities which ~(a) N/A
would result in the conversion of
forest lands to the rearing of (b)
livestock; (b) the construction,
upgrading, or maintenance of roads
(including temporary haul roads for
logging or other extractive
industries) which pass through
relatively undegraded forest lands;
(c) the colonization of forest lands; (c) N/A
or (d) the construction of dams or (d) N/A
other water control structures uhiqh
flood relatively undegraded forest .
lands, unless with respect to each
such activity an environmental
assessitent indicates that the
activity will contribute
significantly and directly to
improving the livelihood of the rural
poor and will be conducted in an
environmentally sound manner which
supports sustainable development?

p. FEY 1989 Appropriations Act. 1If

assistance will come from the
sub-Saharan Africa DA account, is it N/A
(a) to be used to help the poor
majority in Sub-Saharan Africa
through a process of long-term
developument and economic growth that
is equitable, participatory.
environmentally sustainable, and
self-reliant; (b) being provided in
accordance with the policies
contained in section 10" of the FAA:

N/A



(c) being provided, when conistent
with the objectives of such
assistance, cthrough African, United
States and other PVOs that have
demonstrated effectiveness in the
promotion of local grassroots
activities on behalf of long-term
development in Sub-Saharan Africa:
(d) being used to help overcome
gshorter-cerm constraints to long-ternm
development, to promote reform of
sectoral economic policies, to
support the critical sector
priorities of agricultural p:oduction
and natural resources, health,
voluntary family planning services,
education, and income generating

- opportunities, to bring about
appropriate sectoral restructuring of
the Sub-Saharan African economies, to
support reform in public
administration and finances and to
establish a favorable environment for
individual enterprise and
self-sustaining development, and to
take into account, in assisted policy
reforms, the need to protect
vulnerable groups: (e) being used to
increase agricultural production in
ways that protect and restore the .
natural resource base, especially
food production, to maintain and
improve basic transportation and
communication networks, to maintain
and restore the renewable natural
resource base in ways 'that increase
agricultural production, to improve
health conditions with special
enphasis on meeting the health needs
of mothers and children, including
the establishment of self-sustaining
primary health care systems that give
priority to preventive care, to
provide increased access to voluntary
fanily planning services, to improve
basic literacy and mathematics
especially to those outside the
formal educational system and to
improve primary education, and to
develop income-generating
opportunities for the unemployed and
underenmployed in urban and rural
areas?



q'

EY 1989 Arpropriations Act Sec. 515.
If deob/reob authority is sought to

he exercised in the provision of DA
ab-igtance, are the funds being
obligated for the same general
purpose, and for countries within the
same general region as originally
obligated, and have the
Appropriations Committees of both
Houses of Congress been properly
notified?

2. Development Assistance Project Crite;;a"

{Loans Only)

c.

. FAA Sec. 122(b). Information and

conclusion on capacity of the country

.to repay the loan at a reasonable

rate of interest.

FAA Sec. 620(d). 1If assistance is
for any productive enterprise which
will compete with U.S. enterprises,

‘'i{s there an agreement by the

reciplent country to prevent export
to the U.S. of more than 20 percent
of the enterprise's annual production
during the life of the loan, or has
the requirement to enter into such an

agreement been waived by the )

President because of a national
security interest?

FAA Sec. 122(b). ‘Does the activity
give reasonable promise of assisting
long-range plans and programs
designed to develop econonic
resources and increase productive
capacities?

]

R
R

.,

N/A

N/A

T ON/A

2L

MRy
DN )
.

O ON/A
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Economic Support Fund Project Criteria

1

a. FAA Sec. 531(a). Will this

assistance promote economic and
political stability? To the maximum
extent feasible, is this assistance -
consistent with the policy .
directions, purposes, and programs of
Part 1 of the FAA?

b. FAA Sec. 531(e). Will this
assistance be used for military or

psramilitary purposes?

c. FAA Sec. €09. 1If commodities are to
- be granted so0 that salz proceeds will
accrue to the recipient country, have
Special Account (counterpart)
arrangements been made?

- N/A

No

N/A
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ANNEX I Exhibit B

CABLES RELATING TO AID/W PID REVIEW

. The following cables relating to AID/W review and approval of the
PID and instructions to go
authorization/obligation are provided in this Annex.

Cable Number

Date

on to PP preparation and project

Subject

STATE 133475

LIMA 10729

- STATE 265276

LIMA 12914

STATE 290998

STATE 293926

April 28, 1989

July 21, 1989

August 18, 1989

September 1, 1989

September 12, 1989

September 14, 1989

Peru Private Voluntary Family
Planning Service Expansion Project
(527-0335), PID

Peru, Private Voluntary Family
Planning Service Expansion Project
(527-0335), PID

Semi-Annual Portfolio Review for
Peru

Peru Private Voluntary Family

Planning Service Expansion Project
(No. 527-0335) - Request for PID
Approval

Peru Private Voluntary Family
Planning Service Expansion Project
(No. 527-0335) ~ PID Approval

Peru Private Voluntary Family
Planning Service Expansion Project
(No. 527-0335) - Congressional

- Notification.
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“ACTION: AID-2 INFO: AME DGM ECON =
MZCLCPFO124 " ‘{1},,““L! 28~APR-EG TOR: £6:13

t NULNPE , ” ol CN: 23281
DE RULIC #7475/01 11806@4 S0 CIRG: AID
ZNR UULUY Z2h - , L TIST: ALD
K 280€C37 APR €9 w5 "“ LIRS ADD:
FV SECSTATE WASHDC ;Lljle"i’U

TO AMLMBASSY LIMA 5704

BT ACTION: POP (FILES)
UNCLAS SFCTION @1 OF @2( STATE 133475 . wro: wm
PROG

AIDAC ) pnog
. . S D
E.C. 123562 N/A Db
b TAGS:
'+ SUBJECT: PIRU PRIVATE VOLUNTARY FAMILY PLANNING SEXVICE
EXIPANS10t PROJECT (527-0335), PID '

1. THF RFVIEW OF SUBJECT PID WAS CHAIRED BY T. BROWN,
DIRECTOR LAC/DR, ON APRIL 13, 1°289. TBE MISSION WAS
REPR¥SENTED PY J. PURDICK. PID APPROVAL WAS DEFERRED
PINDING 1AC RECEIBT ANT REVIFY OF TEE INFORMATION NOTED
IN PAREGRSPE THPFE BELOY. FOLLOWING ARE THE RESULTS OF
10X PID REVIEW MFETING VITH ECREAU GUIDANCE.

2. ISSUE: IS 17 NECESSARY CR'APPROFRIATE TO EAVE THIS
/" ATHER COMFLEX IMPLEMFNTATION ARRANGEMENT?

T [0
‘DISCUSSION: THE MANAGEMENT AND MONITORING OF THIS
FROJFCT INVOLVFS A USDH PRUJECT SUP¥AVISOR, A ONE-H.LF
T1MF FEOJECT-FUMDFD PSC PROJECT MANAGER, A CORE
MANAGEMELT ENTITY (AND THE TWO-PERSON TECGENICAL TEAM)

' AND APPROXIMATELY FIVF PVOS wHO WILL PROVIDE TAMILY
PLANNING STRVICFS. TEE POSSIRLE COORLINATION
DIFFICULTIFS BETWSEN AND AMCNG THE VARIOUS PVOS AND l

' MISSICh STAFF UNDER THIS ARRANGIMEINT APPIAR TO BE
GRIATER THAN THSY WOULD BE UNDER OTAER IMPLEMENTATION

ALTTRMATIVES, THE COMPLICATED IMPLEMENTATION
ARRAMGTMFN'TS PROVIDE NUMEROUS OPPORTUNITIFS ¥OR DELAYED
START UP AND SLOW IMPLEMENTATICON, TUE MIZSICN

b REPRFSENTATIVE STATZID THAT MISCELLANIOUS COHOSTIRAINTS
(E.G., STAYFING LFVEL, OE F¥FUNDIM3, BROOVL SANCTIONS)
HAVE ALL LYICED THE IMPLEMENTATION OPTIONS SO TEAT THE
PROPOSED ALTIRKATIVE 1S THE MOST VIABLE METHOD.

.
- S

T4

DICTISICN: DURINGC THE REVIEY MEFTING THE RURFAU STATED
> ITS FOSITION TIAT A.I.D. DIRECT GRANTS TO PVG’S WERE THE
PREFTRRLD METHOD OF IMPLEMTHTATION. A SECOND BEST
OPTION wAS A PUY~IN TO A CINTRALLY FUNDED OKCANIZATION
D SUCT AS THY FOPULATION COUACIL WHICK WOULT tAVE PRIMARY T
';~INPL MINTATION RESPONSIBILITY VIS-A-VIS LOCAYL PERUVIAN :
\ ‘VC'S. R¥GARDLESS OF TEE MISSIONS FINAL DECISIGM AS 10
»  META0D OF IMDLFMT ilTATION, THE TROJECT PAPFR S40ULD
INCLUTE IN TKF ANALYSIS 1) A THOROUGH REVIEW OF ALL -
D) 1VPLEMLNTATION OPTIONS; 2) A REVIEW OF THE IMPACT OF /
-
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PERU CONTINUING UNDER SANCTIONS AND WHETHER THE PROPOSED
IMPLEMEHTATION ARRANGEWENTS CAR ACCOMMODATE THIS
SITUATION, ESPYCIALLY “ITH REGARD TO THE WLIGIBILITY OF
[RE IMPLEMENTING ORGALIZATIONS UMDER FAA 123(E) (MISSION

" SHOULD COKNSULT WITE RLA AND GC/LAC ON TUIS POINT); 3) A

FULL DESCR1PTION OF TEE ROLES AND RESPONSIBILITIES OF
¥ACH IMPLEMENTING ORGANIZATION AS WELL AS AN
INSTITUTIONAL ANALYSIS OF THEIR TECHNICAL AND
ADMINISTHRATIVE CAPABILITY AND EXPERIENCE IN FILLING
‘PTRBESE POLES AND RFSFOMSIBILITIES; AND 4) A THOROUGH
DISCUSSION OF TYPES, ANMOUNTS AND MFTHOLS OF .
"IMPLEMINTATICN OF ALL BUY-INS TO CENIRALLT-FUNDED

'FROJECTS.

THE LAC EUREAU STRONGLY URGES TEE MISSION TO RECONSIDER

TEE OPTION OF A.1.D. DIRZCT GRANTS TO FAMILY PLANNIMNG
SIRVICES PVOS WITE PROJFCT MANAGEMINT EEING DONE . IN THE
MISSION. HMISSION SBOULD ALSC CAREFULLY REVIEW AGENCY
POLICY ON FUNDING PSC5 ¥WOM PROJLCT ACCOUNTS, ESPECIALLY
SINCE PROPOSXED PSC WAS DESCRIB¥DL BY TEE MISSION
REIPR*SENTATIVE AS THE PROJECT MAMAGER FOR THIS NEW

PROJECT.

. 2. 1SSUF: ARI THERF ADEQUATE POP FUNDS WITHIN THE OYE

TO FUND THIS PROJECT AT THIS AIGAER LOP FUNDING LEVEL?

PISCUSSION: TRE MISSIGN ARGUED DURING TRE FY 9¢/91
ACTION PLAN REVIE4 .THAT DUE TO LIMITED PCP EUNDS BEING

. "VAILABLE FOR FAMILY PLAKNING ACTIVITIES, CS FUNDS

'SHOULD BE USLED TO FUND FAMILY PLANNING ACTIVITIES IN TBE

CRILY SURVIVAL ACTION (CSA) PROJECT., GUIDANCE (STATE
1421%4) RESULTING FROM TIEX AP REVIEW DIREZCTED THE
MISSION TO EXAMINE THF POPULATION ACCOUNT TO LETERMINE
THE FEASIBILITY OF IMPLEMENTING TVWO NREYW FAMILY PLANNING
PROJECTS IN ¥Y 8¢, IN THE ABRSENCE CF FUNDING EEYOND TEE

. $2.,3 MILLION IN POP TUNDS AVAILABLE FOR ROGRAMMING °

~
-
-

®© O ©

TUKIMG THE FY G@-S1 PZRIOD. RID/Y IS NOT AWARE OF THE
CUTCOME OF SAID, EXAMIWATION, YRT THE MISSION HAS -
FXOPOSTS A $6.3 MILLICHI PROJLCT WHILE ONLY A $5.0 NPD
WAS APEHOVEID. A RILATED ISSUE CONCERNS TEX TYPES OF
FAMILY PLANNING ACTIVITIES FUNDED UNDZR CSA
(STYRILIZATICN, IUD-IMS®RTIONS) AMD WELTLLR TEEY SHOULD,
IN F2CP, EE LFUNDED USING CUILD SURVIVAL ¥UNES.

- DICISION: LAC BUREAU % ILL NOT APFROVE SUBJECT PID UNTIL

IT KAS RECFIVED THE RFJUZSTED FUNDING AWALYSIS AND
CONCURIED IN SAME, THF FUNDING ANALYSIS SHOULD SHOW

1) ThE FROPOSKD LIFE OF PROJECT AND LOP FUNLING FOR ALL
ACTIVITIES IN TdE HSALTE, CHILD SUWVIVAL, AND FCPULATION
ACCCUNTS, 2) A CONSOLINATED PUDGLT FOR FISCAL YEAKS 89,
g%, AND 21, "AND: 3) TIZ KATIONAL FOR USING THY PARTICULAR

#3475
NNNK
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FUNDING SOURCE(S) FOR EACH PROJFCT .
"y veULD BF VERY NELPKUL 1V LOCAL CUNRENCY

bOhT?IrU?IONS FITEER BY GOF OR OTEER DONORS, FOR EACH
FLHCJLCT BY YLAR AND SOURCES WERE INCLUDED. '

4, TBY 1SSUES WMEETING K¥LD ON APRIL 7, 1989 REACHED
CLOSUR: ON THRE FOLLOWING TY0 ISSUES. .

A. ISSUE: IS THYRE A EALANCED APPRCACH TO FAMILY

: PLANNING ACTIVITIES THROUGH THT TURFE .
PLANNED ACTIVITIFES (FVC, CCMMIRCIAL, AND
PUELIC SESTOR) BLING IMPLLMFNTVD EY THE
MISSION? .

DECISION: ALTZOUGH THE PVO FAMILY PLALNING ACTIVITIES

"ARL NOT FLAWHED TO ACWIRVF TEE COKTRACYPIIVE PREVALENCE

OF TRE OLiFR TWQ APPLOACHZS, AND WILL TE'MORE COSTLY

THAN Tdo5: ACTIVITIES, TAE ULIQUENESS OF TF& FROJECT HAS-

SEVERAL ADVANTAGES, TEE PVO PROJECT “WILL PROVIDE LONGER
TFRM METZODE AND WORK IN RURAL ARZAS (MOST FAMILY
PLAPRING KCTIVITIES ARE NOW FOCUSSLD Ik UREAN AREAS).
DURING DESIGN OF 'THE PP, SPRCIAL ATTINTION SHOULD BR® '
TAYEN IN THE ANALYSIS OF WOV PVO ENHANCEMENT THROUGH
MANAGENINT IMPuOVEMINIT, LTC, WILL ALLOW A GRIATER RETURN
PIR DOLLAR SPENT (CCST EFFECTIVENFSS) AND EMPBASIZE TEE
ECONCMIC Z¥INEFITS DERIVED FROM USE OF LONGZIR TERM

'CjETHODS. THE RCONOMIC ANALYSIS SHOULD ALSO COMPARY COST

J
o)
6

Ay

PIR COUPLE Y¥ALS COF PROT:CTICN ACHIFVED BY PVO
ACTIVITIES AND THE CSM FROGRAM. TEE PP SEOULD ALSO
INCLUD: INFCRMATION ON OTHTR DOKNOR FFFORTS IN FAMILY
PLANNILG, INCLUDING A DISCUSSION OF RESQURCE LEVELS AND
TEL TYPES OF ACTIVITIES UNDERTAKEN.,

_B.'ISSUE: CAN T4T RELATIVILY WEAR TFAMILY PLANNING

SERVICES PVOS ACZIEVE SUSTAIWAEILITY
TURING THE PROJECT?

LECISION: TBXZ PVOS MAY NOT ATTAIN FULL SELF~-SUFFICIENCY
DPURIKG THE PROJECT, BUT BY THE FND OF THE PFOJECT IT IS
ExprECTeD THAT VIRTUALLY ALL OF THE NON-COMMULITY COSTS
WILL Py COVERLD BY THF PVOS. THE ASSISTHD PV3S
DEMONSTAKTY VAKYING DEGRZFS OF IKSEFICILNCY IN THEIR USE
QF RESOURCIS (1N A LARGE PART LUF TO EXCISS UNUSLD
CAPACITY), THZ INTENT CFf THE TROJECT IS TO ROLSTER
THESY PVOS EY PROVIDING TA TO IMEROVE MANAGEMENT
CAPAZILITY T5US IfPROVING THZIK CASE FLOW AND OTHER
IKTICATOLS OF IMPROVEL FINANCIAL MANAGEMENT. AS A PART
OF PP DPFSIGH THE MISSICH WILL L0 ANNUAL
PRCJECTIONS/TASGETS FOR TACH PVC'S IMPROVEMENT IN
FINANWCIAL STATUS. ANNUAL FINANCIAL TAKRGETS AND COVIRAGE
TARGFTS sCR EACH FAMILY PLAKNING SCRVICE PVC YILL 3E

“TURVFIOFED ANT AGREEL TQ WY TVEM, IN APDITIC A

L)
o

A1I-230JECT FVALUATION %ILL COMPARE THE PVO’S SITUATION
10 PROJFCTIONS,
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5. ADVITIONAL GUIDANCE = TO ENSURE COMPLIANCE OF
STERILIZATION ACTIVITI¥S WITH PLRUVIAN LAY, FURTHER
ESCRIPTION OF TRE LEGAL CRITERIA FOR STERILIZATION IN

4RY SAOULD BE INCLUDED IN TFE PP AS WELL AS HOW THE
PrOJECT WILL B¥ MONITORED TO FNSURE OBSERVANCE OF THESE
CRITERIA. ADDITIONALLY, THE PROJECY SEOULL INCLUDE
FUNDS FOR CLIENT SATISFACTION SURVEYS (SUCH AS THOSE
CARRI¥D OUT IN LAC BY AVSC) BY A HEPUTAELE, PREFZEABLY
U.S., ORGANIZATION TO ENSURE STERILIZATION 1S VOLUNTARY
AND MEETS PERUVIAN LEGAL REQUIREMENTS. BAKER
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o oy FM AMEMBASSY LIMA APPRV: AD:ASILVA ™"
*¢y-. ;i 70 SECSTATE WASRADC PRIORITY @371 : DR¥TD: POP:JBURDICK
P (“’”PT . .CLEAR: 1.POP:CN.2.A
;d % "UNCLAS SECTION @1 OF @6(LIMA 18729 R 5.CONTTPK. 4.P
L F A ﬂxsrn. :
i Y~ AIDAC L | ey '
%Y., 'JOR LAC/DR AND LAC/SAM : T
"J“"_. . 'ﬂ\ e o
‘,'..\ ARy F.O 10356 N/A '
" SURJECT: PFRU, PRIVATE VOLUNTARY FAMILY PL!NNING SIRVICE -
S - " FXPANSION PROJECT (527-8335), PID Doy o
‘.‘i", | P B T B ! ""
(Mt v RFE: A) STATE 133475 . S e,
R - B) LIMA P7667 A B i
e - C) STATE @02412 o S T L Iy
R L D) LIMA 8652 K e R B
Ny, - Eg STATE 2P0349 ' et A
Yty - F) STATE 245761 (1987) o . &;ﬂ
SO ; Coad Bl
Si.™e. 1. REF A INDICATED TEAT OVERALL DESIGN, CONCEPTUAL  * . . By
it nd FRAMEWORK, AND PEILOSOPRY OF SUBJECT PROJECT HAD BFEN | ey
v t.APPROVED AND THAT OFFICIAL PID APPROVAL EAD BEEN - ' S
y - DEYTRRED PENDING MISSION COMMENTS ON TN SALIENT . L
:ggy _ ISSUFS: POPULATION PORTFOLIO FUNDING AND IMPLEMENTING LT i
L8 0 ARRANGEMINTS, WE ARE APPRECIATIVE OF LAC’S SUPPORT AND L 3
- r\ . BAVE SPENT THE LAST TFN WEEKS ATTEMPTING T0 EXPLORE R o1 B
5407 FUNDING AND IMPLEMENTATION ALTERNATIVES, WHILF ADVANCING ' Bivl
ot PiTC THE PP DESIGN STAGE (SO AS NOT TO DFLAY UNDULY . s ' gg:i
Y (™' PROJECT AUTHORIZATION/ORLIGATION). FUNDING ; Ca
} “ CONSIDERATIONS RECAME COMPLICATED IN APRIIL WHEN wz y o
«i.. . RECEIVED WORD (AS INDICATED RWF B) THAT WF WOULD NOW- Pyt
i BAVE TO FUNL WHAT WERY PREVICUSLY CENTHALYY~FUNDFD ; I
“vpjrp  CONTRACEPTIVFS FROM WITDIN QUR OYB, WITH NO DEFINITIVF - o
. '}, YORD FROM AID/Y ON WHETHER SS&T CR LAC FUNDS COULD ASSIST e
. r‘ “IN COVERING CONTRAREPTIVE PROCURTMENT, £ WAVE HAD 10 . - s
;7.5 L INCLUDE SUCH PROCURFMENT WITHIN AN ADMITTETLY ALREADY . SR
50 PIGHT POPULATION OY3 ACCOUNT. e SRR ¢
¥ \ t ' “iviu
.yi*g\i 2., IN OUR DESIGN, WE HAVE UNDFRTAVEN A TPU'E | : Ll
A %0 COLLABORATIVY FFFORT WITH LOCAL PVG’S, SOLICITING THFIR' , Wil
14 ¢ 1DEAS/INPUT IN WORKSWOPS AMD ACTIVELY INVOLVING TREM IN Y]
v, ”"*DEISIGN WORK FOR SUBJECT PROJECT. AS A RFSULT OF TBESE : X
% 24y MEETINGS, WE EAVE DEVELOPED AN ALMOST FINAL DRAFT OF A X
0 (7 PP WHICH CALLS FCR PRISMA (A LOCAL PVO, WITH FICELLENT . T
r;,..nnunermvnm AND FINANCIAL CAPACITIES PROVEN UNDER THRFY , N
ON-GOING OPG‘S) AS THE LiAD ORGANTZATION THROUGD WHICH z e
"WE SHALL ASSIST OTHERS. W¥ BAVE ALSO INCORPORATED Taosn e
_ DESIGN RFCOMMENDATIONS MADF IN REF A, PARA 4. ; o -;f}:,l
™~ 3. TEE FOLLOWING INFORMATION IS PROVIDED IN RESPONSE TO ik




r’\UNCLASSIFlED

1 %/6
:?:ﬂTBE TWO ISSUES WHICH SUBFACED IN RIF A DURING REVIEW OF ,
2 ]“SUBJLCT P1D. ‘
¢ ‘UH

p} ‘4. 1SSUE: IS IT NECESSARY OR AFPROPRIATE TO HAVE THIS
\N'RATHER COMPLLX IMPLEMENTATION ARRANGEMENT?

LIMA  @1lw.25/81

A : ~ﬁ?.w$
" IMPLEMENTRTINN MODALITY. 1“?,?,

~13J
,qﬁh‘ ’

o440 (1) THE MISSIOM 3AS DETEHMINED THAT RECAUSE NF THE MANY
(PJQMISCILLANEOUQ CONTRAINTS WHICH BURDFEN PRCJECT DESIGN AND
b ﬂ‘IMPLIMFNﬂﬁTIOh IN PERU (E.G., STAFFING LEVELS, OB °
"ﬂ‘FUNDING AND OYB LEVELS, 52¢Q AND BROOKE S4LNGTINNS, ETC. )

€ :THE IMPLEMENTATION METEOD PROPOSED IN TRF PiB IS NOT T

.'ﬂONLY THE MOST VIABLF ALTFRNATIVE; BUT INDEED IS THE ONL!@
,nUPTION CURRENTLY AVAILABLE. VWE INTFND TO HAVE A US PSC
_r“a~as PROJECT MONITOR/COORDINATOR/FACILITATOR IN THE USAID i
N JﬂPOPULATION PIVISION WHO WILL WORK EXCLUSIVELY ON THIS o

T ‘AND THE COMMERCIAL SECTOR PROJECT =— AND THEUS BE Y¥UNDED '

(50/50) .PY TEOSE PROJECTS. . ”,,“;.:;c
“%z) SECONDLY, PRISMA —-— A LOCAL PVO WHICH AS 4 s i’
@ i EXCDLLENT MANAGFMENT/ADMINISTRATIVE CAPABILITY AND (¥ 4%l
,,,§EXPERIENCE IN WQRRING WITH USAID =-- WILL IMPLEMENT (R

y SUBJICT PROJECT THROUGH A TWO=-PERSNN TECUNICAL UNI™ (AN *'
G  ADMINISTRATION/MANAGEMENT SPECIALIST AND A TRAINING/
“PROGRAM/EVALUATION SPECIALIST). PRISMA WILL BRE
.RISPONSIYLE FOR PROVIDING FUNDS AND CONTRACEPTIVE
,'“COMMODITIVS TO PVO’S IN THE PROJECT, VWILL PROCURE
Q'(THROUGH CENTRAL BUY-IN’S) CONTRACEPTIVFS FOR PUBLIC AND
' ~¢PRIVATE INTITIES, TRACKING AND ACCOUNTING FOR SAME, -

’(3)
& IN (AND THEIR COMMITMENT TO) PROJECT DESIGN AND
(‘J'NANAGEMENT MODALITIES AUGURS WELL FOR EXPFDITIOUS START
_.nUP AND SMOOTH IMPLEMENTATION. (F¥YI. THE CURRFNT -
“h’PRCJECT INDS SEPTEMBKR 30, 1982, WITA THT PATAFINDER
% PRCJECT OFFICE IN LIMA ALREADY IN THE LAST STAGES OF
) ’°rnastc OUT.)

© 4h 3,
q} n”' ,
(1) AS RFQUESTED BY LAG/DR IN REF A, THE PROJFCT PAPER

o '“INCLUDES A TBOROUGH REVIEW OF IMPLFMENTATIOb OPTIONS.
;(ﬁu THIS REVIEW CONCLUDES THAT DIRECT OPG’S HAVE BEEN
¢ 5 PRECLUDED BY THE FINANCIAL AND MANAGEMENT BURDEN IMPLIID

‘.V\BT ; . .lf_:'
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o

. -

. - - - -
D B U { [ R SR P P R
iy Bttt L I A ATk at nTs s Ao BUs s T . 3
e BRI 2 o Ao yV AN . 8.7 . > M. -
LTSS o Tl SIER P Con R B A B -3 : >
N M L - T . b4 - T P

.
2VIVNT o 8-
e 2 b
e '.'_5- -

)
.t

v
RS N it

Tavtoel e

R T

e

LT SN
:\:‘& \Z.:-J_‘_.

e
croas T

s
Y od

.;
€Y 1~
U L
_‘-'bo\":-,‘ -
ORI

s




Gatem tdab s s cies b s ad et v b e bl a1 0 b et Dt e Bahasies i (8 e ot MM sl SR o ¢ B REMALAL. E——T

' : N y

TIN REATING SIX NEW MANAGEMINT UNITS EACH WIIM MONL”

ﬁj}vCOLSFQULNCIS, COORDINATION OF SECTOR TP EFFORTS, AND
1ﬁ"i CONSOLIDATED ACCOUNTING FOR CONTRACEPTIVE COWMODITIFS
.5G¢OVERALL PROJECT MANAGEMENT VILL BE CARRIED OUT IN THE
(gﬂ'HISSION AS IT ALWAYS 1S, BUT THE DOCUMENTATION AND
‘"MANAGBMENT RESPONSIBILITIFS REQUIRED FOR A.1.D., DILECT

*GRANTS TO SIX DIFFERENT FAMILY PLANNING PVOS ARE SIMPLY '
3“T00 LABOR-INTENSIVE TO BE ACCOMMODATED BY AVLILABLT o
bY USAID STAFT. o

,
"%
1_
-

,

14

73

c') -

\.

vVOULD MEAN LFSS FINANCIAL ACCOUNTAEILITY BY %YHE o
«INTFRMLDIARY THEN VI DEEM ADEQUATE, A LOSS OF LOCAL
r 7 CONTROL AND IMMEDIATE RFSPONSIVENESS TO UNIQUELY -
QfPIRUVIAN SINSITIVITIES, AND TRYING TO FIT OUR PROJFCT
“INTO A. CFNTRAL BUY-IN, RATHTR THAN SELECTIVELY USING

-
~

4 ;i.- ,._‘:: "Nv
b}

..,

.
a:“:s‘-_' ....\.lf_‘:‘i Jm:'-c'.sasu-. T o vonn e
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W AILORED TO THE PERUVIAN REALITY. ,('fy

-~

A

T

Xl

LN

*
-
25

.‘-‘; o
L NTRY PP REVIEWS TRE IMPACT OF PERT CONTINUING UNDER -
‘.*'SANCTION“ AND ROV TEE PROPOSED IMPLEMENTATION

o ~ o
"v

n.,...z.. .—‘l. — N
Ze- "h—

(ﬁ ‘SUBMITTEE A SECTION 123(E) CERTIFICATICN KEQUEST TO
h;“COhTINUE ASSISTANCE WITH PRISMA, A LOCAL RFGISTERED PVO,
¢+ WRICH CURRENTLY MAINTAINS THREE OPG’S WITH USAID IN TBE.
(‘|wFATERNAL ChNILD/BEALTE, MUTRITION, AND FOOD FOR

—1

e
L2
P
s

ﬁlPLANNING INTO ITS USAID MCR AND SUPPLEMENIAL FESDING

~
-

‘5

} PASS TBROUGR AND TECHNICAL/MANAGSRIAL UNIT FOR SOME
;h" J,PVCS ALREADY RECEIVING ASSISTANCE UNDER TBE FAMILY,
u . O PLANNING PROJECT. ITS EXPAHSION INTO THE FAMILY

‘4‘ ‘ PLANNING REALM IS A LOGICAL FXPANSION OF ITS MCH AND

‘CHILD SURVIVAL ACTIVITIES., THE CRITICAL NEXUS TEST OF fu

fﬁ'(\"1zs (£) 1S THUS FULFILLED.

HrreplDe IMPLIMENTATING AGENCY INTERACTION.
N (“'RA FULL DESCRIPTION OF IMPLEMNTING ROLES AND. N
;.Y RESPONSI®ILITIFS OF PRISMA VIS-A-VIS OTHER PVO

S BFNF!ICIARIFQ/IMPLFMBJTING IS INCLUDED IN "HE PP. THE

PP WILL ALSO ANALYZF FACH INSTITUTINON’S TYCHNICAL AND
i“.y o “ AUCMINISTRATIVE CAPARILITY, AS WELL AS PREVIOUS

Y “EXPIRILNCFS WITH SUCCESSFULLY ACCOUNYING FOR AND .
(} MANAGING Al1D~PROVIDED FUNDS. .

(

FARN ‘~x. CENTRAL BUY-IN’S.

,rf?;*as NO EUY-INS TO CEMNTRALLY-FUNDED PROJ¥CTS ARE
. ““ANTICIPATED, REF (A) RFQUFST FOR A THOROUGH nrscuss:ou

PR
PN~ PN

1.
.

-3
M‘ -.< "A'
N

n
'y

—

¢ DCES NOT APPLY IN LIGHT OF NERD TO INCLUDE PREVIOUSLY.

1 ' ’CYNTRALLY FUNDY¥D CONTRACYPTIVE PROCURFMENT WITHIN OUR
o *OYB (NOT ORIGINALLY FORFSEEN WHEN TRE PID WAS PREPARED), -

¢ ' ¥E DO, NO¥, PROJECT THE NEED FOR CENTRALLY-PROCURFD

(2) THE R¥VIEV ALSO REFFRS TO OUR EXPERIFNCE THUS FAR
WITH BUYING IN TO A CENTRALLY FUNDED ORGANIZATION. !HIS ‘

w a2

,‘ PARIEEN
‘ ) . .

UNCLAS~SIL -ON E(-OF 06 LIMA 1”729"’Na ..umuuy“un'

;ABVANCES AND LIQUIDATIONS, AS VELL AS STAFFING ;ggf

mSUCH BUY-INS TO SUPFLY CERTAIN COMPONENTS OF A PROJECT;Tff--

;30. SANCTICNS AND IMPLEMENTATION MODE. A R

* ARRANGEMENT CAN ACCOMMODATE THRIS SITUATION. WE HAVE i:

\"#5% DEVELOPMENT FIFLDS. PRISMA HAS BEEN INTEGRATING FAMILY.
FROCRAM WITH TBY MINISTRY OF AEALTH, IT WILL SERVE AS




m |
,ﬁ;fj #PROJECT~FUNDED P10/C°S AUTHORIZED BY PRISMA, WHICH WILL:

¥ (“ , o 2
%ﬁr&g{ . "' UNCLASSIFIED LIMA a1u.394m25‘;
> LCONTRACEFTIVE BUY- 1~s, SUCH WILL BE EXFCUTED BY

e

’¢‘CALL FORWARD, RECEIVE, ARRANGF FOR STORAGE, INVENTORY, -
ﬁa‘rAND THACK SUCH COMMODITIES. 1IN EEEPING WITH OUR
n;J"SUSTAINABILITY OBJECTIVE, PRISMA WILL ALSO ENSURE THAT -

12 A.CLIENTS AT LEAST AT COST. (FYI. FREE OR HIGHLY

ﬁ, “J?SUBSIDIZED DISTRIBUTION CURRENTLY SUPPORTED BY IPPT AND
e P -INPPARES VILL BE ELIMINATED). Co
~?.,,&r. FUNDING PSCS FROM PROJECT ACCOUNTS. ~.T‘”ﬁﬁf

E‘LGR ‘JN ITS DECEMBER 1087 STAFFINQ REDUCTION PLAN, AT THY
) REQUEST OF LAC, USAID REVIEVED-EACH OF-FUNDED POSITION

»i
ﬁ -?Qjmwn AS APPROPRIATE, TRANSFERRED PERSONNEL 70 PROJECT, .. .°.
| TFUNDING. WE ARE UTILIZING THE SAME CRITERIA === S

L S

(7.~POPULATICM DIVISION TO PROVIDE MONITORING, COOHDINATION,
”AND SUPPORT SERVICES TO THE PVO AND'COMMERCIAL SECTOR -
J":!‘AMILI PLANNING PROJECTS. MISSION’S COMMITMENT TO »:.,”

'.'x

F\q’S. ISSUE: ARE THERE ADEQUATE POP FUNDS WITHIN THE OYB'

357506 FUND 1S PROJECT AT THIS HIGEER LEVEL LOP FUNDING
A LEVEL? .
e . ‘
Y UNCLASSIFIED  LIMA 010729/02 ° .
0P I ‘ o
f oo
.i .g ! 9 .
v | G o
‘:" ".. V! ::;‘;"l 0
. v‘;:;'.'...‘ L} { ,-.,;.
ROl !l.

"WM»PVOS RECEIVING SUCH CONTRACEPTIVES PROVIDE THEM TO .- ;;f}J,

oo B
7\'[""

~;REVIEWED AND FOUND ACCEPTABLE TO LAC IN DECFMBER 1587 twif'[
{122 JOR THE TWO NEW POSITIONS ESTABLISFED IN TER - . -

NEDUCED CE-FUNDFD POSITION LEVELS MITIGATES AGAINST - °.’ =wﬂ
'/ 0E-FUNDED POSITLON(S) . , a;{\‘;

h ""\
- v’*"’lr




Com o o ' SR N Vide
v et UNCLAS.-SL _JION.B3 .OE.;GG LIMA 10729 2% vaer s Vimmdin om0 "Ja'».;:
\ls ,(7”" ' e e .'-',. ' '«".:';'.)Jp
Rl | N ¥
i (“A. on PROJECT 1OP EXTLNDED WITH NO ADDITIONAL MORTGAGE.:' .§w;g
3C"'ANY ANALYSIS OF POP ACCOUNT FUNDING SHOULL RECOGNIZE . . gﬁ&p
fr rh “USAID’S IFFORTS TO TERMINATE ITS CURRENT EXPENSIVE PVO .:.0. 00 1 ° e

PROJECT (BIGH OVERHEAD AND ADMINISTRATIVE COSTS) AND [r-ii=h gﬁgh

; J“,:REPLACI 1T WITE A MORE COST FFFICIENT AND FOCUSED B C e
‘.H_J 'PROECT VRICH WILL OPFRATE WITH NO ADDITIONAT, MORTGAGF "ﬁi' ©AL

i~ {#,OVIR A TWO YFAR LONGER PERIOD THAN THE ORIGINAL PROJECT, i

— i (\,}* NOW BEING PEASED OUT (8.322 MILLION LOP). THE NEV Ly

..\ﬁ PROJECT WAS PROPOSFL IN THF PID FOR A USDOL 6.3 H!LLION SN

! LOP; HOWEVER, THE NEED TO ACCOUNT FOR PREVIOUSLY Y

i cf *CENTHALLY ~FUNTED CONTRACTPTIVES WITRIN OUR OYB RFQUIRED e
o £ ADDING USDOL 2 MILLION TO THE PROJECT FOR FIVE YEARS.~-g, : ”ﬁﬁ_
e A'thRTE OF CONTRACFPTIVFS FOR INPPARES. PLEASE NOTE THAT: ‘ s
Yy, 0 *WERE IT NOT NECFSSARY TO FUND ADDITIONAL CONTRACEPTIVES. o R
o ,,3 HE OVERALL LOP COSTS WOULD HAVE BEEN REPUCED BI USDOL 2 e
i } l, . '\L.’?l‘..
t : N MILLION . . . -" SN "'.i." -
J!ﬁ\@“ ' '“"er'e : iyl
é” I B. EFFORTS ALREADY TAKEN TO SUPPLEMENT POP ACCOUNT OYB, > ‘ Rf?
SR ¥ i
4 @ .. SINCE APRIL WF HAVE UNDERTAREN A VARIETY OF EFFORTS TO ° Q&ﬁ
g”"’*lncnrasz OUR USDOL 2.@6 MILLION OYB IN POPULATION. BY ‘ 5
| *7 L REF (C), WE'SWAPPED DCLS 177,018 CS FCR POP FUNDS WIYB'? | il
e "S&T. BY REF (L), VE SOUGHT T0 DEOB DOLS 327,0¢@ IN  © - L'
17/ POPULATION LOAN FUNDS; HOWEVER, REF (F) INDICATED TEAT keh
$;, " SUCE FUNLS COULD ONLY RE USEP FOR REALTH LOAN b IS
%O LREOBLIGATION, SFFECTIVPLY PRECLUDING ITS USE. WE HAVE * iy
é;y,,'ALso IDENTIFIED USDOL 10%,P08 IN DEOR/REOR FROM PD&S AND ‘- P e
N~ INTEGRATID RYALTH AND FAMILY PLANNING PROJECTS VEICH S ATy
3 jrwﬁfnln/w HAS CONFIRMED FOR REOPB TO THF PVO FAMILY PLANNING . L
412y PROJECT. ¥E HAVE TRIED OUR REST TO SCRAPE UP ALL =~ ', el
g p AVAILABLE DOLLARS FOR OUR POPULATION ACTIVITIES. S §3§;
7 p ", - ,‘.:"‘-".‘ 3
3 s 75C. FROPOSED LIFE OF PROJECT AND LOP FUNDING. Wi i
0y R i
J;;al (1) OPCA APROPO: PRIVATE COMMERCIAL SECTOR IAMILY' ; AR it
1,.W¢L, PLANNING (527-8326) AR Iy
,J - LIFE CF PROJECT: FOUR YPARS ' S Vi
2 (jzf- LOP FUNTING: USDOLS 1,020,029 S ks
'4,,,, (2) OFCA PRISMA: PRIVATE VOLUNTARY SFECTOR VAMILY a e
vy~ PLANNING SERVICE EXFANSION (527-4335) Sl 4
,yvcrlv- LIFE OF PROJECT: FOUR YFARS R Tl
- g’ LOP FUNDING: USDOLS e,222,r¢¢ (INCLUDES USDOLS \ﬁ ] e
ﬁ;; - 2,200,000 CONTRACEFTIVF FOR INPARRES) | i
":i N ‘ , ;': ‘/.:g.".- ) ‘;@{.H
Won *(3) CHILD SURVIVAL ACTION (527-2285) v ead L e
W y - LIF} OF PROJECT: FIVE YEARS I YA o
'gt G LOP AMOUNT: USDOLS 19,000,000 > ?”Wa’ e
' ' At o
1 ~-v\(4) STRENGTHFNING PRIVATE SECTOR EFALTR INSTITUTIONS: B
M Qa5 W (£27-8319) g l'}'.‘-‘.-'.,'f ' il
e LIFE CF PROJECT: FOUR YTARS . Lo i
ST LOP AMOUNT: USDOLS 7,¢0¢,020 oo s Foe.
'\ (\ ;,“5.
it -4 (8) OPG PRISMA: SUPPLFYTNTARY FREDING WITH TEE HINISTRY AR ol
G OF UEALTH (%27-8223) L* i
l
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PAGE 6

(6) OPG ADRA/OFASA: FOOD-FOR-WORK AND NUTRITION
- (527-0328)

- LIFE OF PROJECT: THREE YEARS

- LOP AMOUNT: USDOLS 618,000

(7) OPG CRS: FOOU-FOR-WORK AND NUTRITION (527-0329)

LIFE OF PROJECT: THREE YEARS
- LOP AMOUNT: USDOLS 190,000

(8) OPG CARE: FOOD-ASSISTED INTEGRATED DEVELOPMENT

(527-0330)
- LIFE OF PROJECT: THREE YEARS
- LOP AMOUNT: USDOLS 360,000

(9) OPG CARITAS: FOOD-FOR-WORK AND NUTRITION (527-0336)

L1FE OF PROJECT: THREE YEARS
- LOP AMOUNT: USDOLS 750.000

(10) IIV-AIDS EDUCATION AND PREVENTION (527-0333)

LIFE OF PROJECT: FOUR YEARS
- LOP AMOMNT: USDOLS 500,000
D. CONSOLIDATED BUDGET (IN USDOLS 000).

(1) POPULATION ACCOUNT:

Ry X
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FETT O han - “N
.};1‘.,{;;151 UNCLAS ' TION 24 OE 06 LIMA 10729 A ..}_.‘::'..,. . :'i;
o~ AR ) .' e ! N * . ‘4‘1 !"‘ 4 ‘ ! "
“(A) USES. B o ' T b
MROJICT NO. : : buar]
(*PROJECT TITLY ; el
'“(L'Im—or PROJECT AMT.) FY1989 FY1990 FY1521 FY1992 oA
"'- hsten .ooo.l0000.-00.0.0.:;...000o.toao;.o;to;l..! '! -‘. .?,
!-‘,Pnocnm DEVELOPMENT . ) ;1;:«‘,;,—
4 AND SUPPORT 111 100 100 = 208 | “f;:
. ' L iy
" 527-0326 7 A%y
f{PRIVATE COMMERCIAL | . 483,
% SECTOR FAMILY PLANNING : i, ‘ Bay
v (DOL5S 1,900) .. 508 500 500 480 < i
el b :‘:‘. . .1"".?‘ .,:\ \ ggﬂ
:‘ 527-2355 . . , o . '{{‘f . ;']'.L-' '-' .' l-(-:,
. PRIVATE VOLUNTARY A L tidEie o
%"SECTOR FAMILY PLANNING : ' . SR nb g g
:+ SERVICE EXPANSION . ¢ "in
v (DOLS 8,322) . 2,230 2.2@0 2,200 '1 682+ A,
..Ju' { Coe w J.’" ¥ - '," Ny
'=:DISAGGREGATED, AS FOLLOWS: ' ( bed
,}_- (A) AS PRESENTED IN PID (1,705) (1 650) (1, 65(5) (1 317) % e
2y=: (B) CONTRACEPTIVES | s ;.,:.L.-;., ',,jg' : i
R PRY¥VIOUSLTY ' . : o
f_;.v',-"' CENTRALLY FUNDED (525) (s508) (558) ~ (375) o8
. oco--ooooocoo.ooooocooooocoooooo'ooooo'.-;' ,'-‘-.3"‘.‘
v J‘O'ML, POPULATION ACCOUNT 2,841 2,800 2,800 2, wﬂ . e R
J - R e ’ " f :‘ . 'f‘l'"‘,J
}.\,‘(Bz SOURCES OF FUNDING: - | v Taim ;’:
,-**ons (FY1989: BUDGET - | e o
MALLOYANCES RFCEIVFED / AR A
~'ro;rm.n FIS: PLANNING LEVELS) 2,238 2,300 2,30¢ 2,300, . .
u,r T "lf.’,‘
““DEOB/REOB (FROM PD&S AND ST 51
4 INTEGRATED HFALTH/FP) 103 - -y TR 7
v T o e
“WITE NO FUNCTIONAL ACCOUNTS, - : ke s
*YRANSFER FROM STRAICAT-LINED : -l o
’1‘!199@ ARDH LEVILS (MADE e o
*POSSIRLE BY DEOB REQOB TO ATT ' L i
3 “IN FY1986) - - 500 - )
1 . .,‘ : ~";:':l
 ADDITIONAL OY® REQUESTED O o
, (FALL-OUT FUNDS) 53¢ 500 A =
3(2) HEATLTH (B), CHILD SURVIVAL (C), AND AIDS (A) A Rt I
#im;  ACCCUNTS , L 5l
,,«.«:_. AR ‘ ©e N 0
~(A) USES ST A y
b co i '!:.
#PROJECT NO. : A A4
i;PROJECT TITLE T TN \;'3
;(LIIE-OE-PROJ. AMT.) FY1289 FY1998 FY1091. ' Frigea ' °
'|:---oo.'otoo-cooooc.ooooootoo.oloco.Oqoooooooo......co.o..' ' "T;;‘
~527-0R¢0 L Ly
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;¢gqfann PREVENTION " 5p(H) 50(H) - (o= T
v (DOLS 500) - 10(A)  108(A)  200(A) - il
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V@, TOTAL, BFALTH, . P
,4(:?-« CHILD SURVIVAL, X e Bl
o _y-’ AND AIDS ACCTS. ~ 4,008.6 4,900 4,594 1,656 .7
":'? N D S o o-— ¥
S (B; SOURCES OF FUNDING: ° . v R e gt
. '3 "'. + . . ',i y .- .z'. e 0 ::.
,horn (FY198¢: BUDGET =~ | ' S iw o
(r i ALLOWANCES RICLIVED / X A;L‘»'f_ﬁl“ﬂuu‘”' .
“*OTHER FYS: e ‘ AR
(CQW‘PLANNINu LEIVELS) 3,928 4,900 ' 4,694 1,650 "',J e
. =~DISAGGREG.: B (587) (3e8) " (189 (400)
S c (3,313) (4,500) (4,335) (1,250) . "
EEN N v A (102) (100) (200) (=) ;i?;., )
,iy..-. }w"{é.' - T . 5'-.\';
ey DEOB/RLOB (FROM PD&S) ea.e(ﬂ) S
x.(\ ., '.‘,_' B
p R r., RATIOKALY YOR USING PARTICULAR FUNDING SOURCE(S) FOR . ;‘ ‘
‘4~\-;: EACH PROJECT: N
0 L S \;
"rrP (1) USAID BELIEVES THIS TO BE SELF EVIDENT WITH IHE S
“'POSSIBLE EYCEPTION OF THE USE OF CHILD SURVIVAL (CS) T

f(?T'FUNDS FOR ¥AMILY PLANNING ACTIVITIES IN THF CHILD A
;: Y*SURVIVAL ACTION PROJECT (CSAP). THE CSAP WAS AUTEORIZED .,
”'?ORIGIRAL]Y TO BE FUNDED EXCLUSIVFLY FROM CS AND HEALTH C

'fﬂ AACCOUNTS; IN CONSONANCE WITH PROGRAMMING GUIDRLINES NO W

‘, "IURTHER ACCOUNT (EXCEPT ESF) MAY BE ADDED. .

(j 2) THF FAMILY PLANNING ACTIVITIES COVFRED BY CS FUNDS
j ' (TOTALING APFROXIMATELY USDOLS 4,3 MILLION) ARE PLANNED .
ol FOP TRAINING, PROVISION OF CONTRACFPTIVES, AND RELATED-
(“‘EQUIPMENT. THY. MISSION VIFAS FAMILY PLANNING AS A e
_. -CRITICAL, INTEGRAL ASPFCT OF ALL CHILD SUKVIVAL I
o ’¢PROGRAHS; TBE PERU CSAP WAS SPECIFICALLY DESIGNED TO ORI
‘(§-)INCLUDL FAMILY PLANNING AS A MAJOR COMPONENT. FUNDING ‘.. o
R “PUBLIC SECTOR FAMILY PLANNING ACTIVITIES UNDER TBE CSAP "'i“ P
"“IS JUSTISIFD ON GROUNDS THAT IMPROVING RIRTHE SPACING AND
C‘ “REDUCING THY NUMBFR OF HIGH-RISK PREGNANCIES CAN 2
“SIQNIFICANTLI IMPACT ON CHILD SURVIVAL. USAID BELIEVES 1K ‘ﬁ:‘

"- IR

«-+217°10 BE BOI Lt
?(}-alon FAMILT PLANNING IN CSAPS IN ORDIR TO ACCENTUATE THE : .
227 IMPORTANCE OF FAMILY PLANNING AS A CHILD SURVIVAL iy

«n _HEASURE AND TO DYMONSTKATE AID’S COMMITMENT TO ENSURING ; .. u
("%THAT FAMILY PLANNING BECOMES AN INTECRAL PART OF CHILD Vi
SURVIVAL ACTION PLANS WORLDWIDE. . 1

K
l.' ,'Ilt ’

rerel
f‘fi(S) NCTE THRAT THF PUBLIC SICTOR PROGRAM %ILL BE |

" " SUPPLEMENTFD RY POPULATION FUNDS AUTHORIZED UNDER TRIS - ..
C NEV FRIVATY SECTOR PROJFCT. THESFE POP FUNDS WILL

¢ SUPPORT FVO PARTICIPA!ION IN AN INNOVATIVE FVO/PURLIC x} ﬂ




camete  m iets daen o sems ket Coe v e oaddi e e Ml e ERANG.. .. .. v

G2 . m o) e
ﬁrdlii”* UNCLASSIFIED LIMA 01luwr29/05 Zuff
ﬂ? > SECTOR' PARTNERSEIP IN THE FORM OF A¥TER-HOURS PVO TAMILY e

/PLANNING CLINICS IN MOH AND IPSS FACILITIES.) Y
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0‘;10.' TBE BOTT0M LINE. - : CT L, et
'1‘" )n o b»‘."‘:;:-',::ﬁ_'ﬁ:ﬂ
- **(1) THE REALTH, CHILD SURVIVAL, AND AIDS ACCOUNTS ARE. R
c‘, EITEIN FY1989 OTB AND PLANNED FUTURE YFAR LEVELS. . ,_3$?;
(2) USAID FULLY RECOGNI2ZES PROBLFMS CONNECTED WITH THF 'uQV

<, POPULATICN FUNDING REVIEW OUTLINED ABOVE. THE AMOUNT UE
¥ NEED TO TO THE POP/FP JOB IN PERU 15, IN FACT, ngqﬁ‘
ﬁ“' »BARERONES: THE ABSOLUTE MINIMUM NFCESSARY TO CARRY ouT ':vxf.;
>..’0UR TASK OF BELPING PERU ACHIEVE ITS DEMOGRAPHIC TARGEDS <3
“:" ¢’ IN A REASONABLE TIME FRAME. USAID BAS BEEN ROCKED BY “';i
;' Wy THI RECENT REVELATION THAT APPROXIMATELY 7@ PERCENT OF-
CWtABE CONTRACEPTIVES FOR FAMILY PLANNING IN THE PRIVATE
e W SECTOR —-~~ VWHICH WE HAVE ALL ALONS TROUGHT WERE FUNDED
*ﬁ\.’UNDIR THY IPPF CFNTRALLY~FUNDED MATCHING GRANT FROM AID -
'(\\ === SHOULD BAVE BEEN MISSION FUNDED AND MUST FE INCLUDED“V‘
JVITHIN OUR OYB FROM FY 1989 ONWARD. THIS ITEM ALCNE H®AS.:

77 INGREASED THE COST OF OUR NEW PRIVATE VOLUNTARY TAMILT w;égg”

<(v . PLANNING SERVICY EXPANSION PROJECT BY MORE THAN USDOLS 2"

t,,r,mLonr\ OVER THE!4=TEAR FUNDING PERIOD. . ,fﬁ&wufgg
w ERRN S WY
(3) IN SHCORT, TO FINANCE QUR TWO NEW STARTS IN * kfﬁﬁ-

..POPULATICN, VE NEED AN ADDITIONAL USIOLS 00,202 IN EACH . A
., OF FY1989 AND FY1990 IN PALL-OUT POP FUNDS. VWERE NO R
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& 4€MATTEIR OF BUREAU POLICY, THE AA/LAC REQUESTS T0 BE .-
i ‘G %CONSULTET PKIOR TO SOLICITING PROPOSALS FROM A SINGLE

'

g { - N
f\lJ’ r.‘fl.’ ) UN CLAS NSEC .‘ GGGQOF ger'LIMA 10729 v 'l;'l " h. Mw QA. ~¢ vAnd o4 by dev e o
g‘ iy j - . S ,", [
\'\' b .;i
:t,ﬂf\I%LL-OUT FUNDS TO BE AVAILABLE VE WOULD RFDUCE EACH ¢
'*~"PBOJICT BY USDOLS 500@,¢#¥% WITH PRIVATE COMMERCIAL FP R
(@, EAVING AN FY1G689 OBLIGATION OF DOLS 104,006 AND PVO R

'”;“TAMIII PLANNING DOLS 2,130,000. WE WOUuD ATTEMPT TO RS
“ VﬁHA&E U THE DOLS 1,000n,c0¢ IN PP AMENDMENTS IN FY1SSQ0 OR
0‘1991, WHEN DEBT- FOR DFVELOPMFNT CONVERSINON RESOURCES

s AND/OR SINGLF DEVILOPMENT ASSISTANCE ACCOUNT WOULD v’
r‘CIECOML AVAILABLE. ' R
C\”' . PER PikA 5, REF (A), TBE PP WILL SET OOUT PERHISSIBLE
AT STFRILIZAT ION ACTIVITIFS VITHIN THF CONFINES oF - AMJ
fSPERUVIAN LAW AND YILL DESCRIRE HOW THE PROJECT *' v
(‘7vMONITORIhb WILL ENSURF TAAT STERILIZATION IS VOLUNTA‘!»

.Ac:&".—:.“‘d.-.
ST "\”—'ﬁ‘ : .
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.,,‘AND MEETS PERUVIAN LEGAL REQUIREMENTS. o ‘*“;{" ;;Z;s

-~
<

-

B o

!
cn . AS INDICATED IN PARA 2, ABOVE, WE HAVE ALREADY ™% fuif
ot Paocrznsn T0 PP PRFPARATION, GIVEN THE POSITIVE RESPONSE ..:: .

-~ —

-

-

&g
LRl
=

;TO THE PROJECT CONCEPT CONTAINED IN REF A. A FEW s
(E “ACTIONS. REMAIN TO BE FINALIZFD. (IMPLEMENTATION AND agy

. FUNDING SECTIONS BAVE BEEN PREPARED IN CONSONANCE WITEH 'qgﬁﬂ

»-1

T?ZZ:

'S
LF
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g\LFINANCIAL PLAN; DESCRIPTION OF AID/W~CENTRALLY FUNDED ;K"
; 7T PROJECTS; LESSONB:LEARNFD FROM ON-GOING AND RECENT . . -4\
VL ATL-FINANCED ‘PROJECTS; PROCUREMENT AND DISBURSEMENT o
*(? ‘PLANS; SUPERVISINN, MONITORING, EVALUATION AND FINANCIAL 'Y

“BEVIIW/AUDIT PLANS; INSTITUTIONAL ANT ECONOMIC ANALYSES

- .

"-“S\l’- e "c"t_-

T AND CONDITIONS PRECEDFNT, COVENANTS AND NEGOTJIATION o

(PhnSTATUS. Wk BAVE A U.S. PSC (FAREN FOREIT) WRO WILL BE Mo

4 'BELPING US FINALIZE TRY PP; IF NECLSSARY, WE ARE et e
‘*i APPREPARED TO USE PD&S FUNDS TO HIRE LOCALLY ANOTEER U. s.;. '
ff\F“PSC TO ASSIST IN COMPLETING THE PP, WE ANTICIPATE w'

M AUTHORIZATION BY AUGUST 3@, GIVEN PRISMA’S STATUS AS'A ' -
v-‘:FRIGISTIRVD PVO, WITH THE USE OF SECTION 123(E) O

‘v AUTHCRITIES, USAID COULD PROCERD IMMEDIAT:LY TO ”m;;
"**'OBLIGATION ANGUST 3@. AT PRISMA’S REQUEST, ON AUGUST ‘-
; “#x¢'3p . USAID VILL ALSO ISSUE A PROJFCT-FUNDED P10/C roa e
()V‘CONTRACLPTIVL COMMOLITIES IOR INPARRES. s

9. ACTION REQUESTED. e

0 th R , Y.

gt “(A) BASED ON CUR FOREGOING CLARIFICATIONS OF THE TWO ™ .
'« W4ISSUES SURFACED IN THE PID REVIEW, USAID/PERU _REQUESTS *
ffﬁanAFC APPROVAL CF SURJECT PID AT A USDOLS 8.37Z MILLION -
51345 LEVEL.,  SUCH LEVEL WILL INCLUDE CONTRACFPTIVE

‘%)Y PROCURFMFNT FOR INPARRES (A LOCAL FP PVQ) =——- PRLVIOUSLI
,c%~*c3hTRALLY PROVIDED -—- THAT NOW MUST BE AUTHORIZED . {':L“ '
!..¢¢4UITBIN THE OYR, WF RLQUEST APPROVAL TO PROCEED TO AT

‘ﬂ"FINALIZE TRE PP AND AUTARORIZE THE PROJECT IN THE FIELD.

Qi
; S Q‘(B) ADDITIOMALLY, PARA 5, RFF (F) STATES QUOTE AS A.
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FM ANMFMIASSY L IMA APPRV: tDASTLVA 9
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CO0ORRECTED COPY (PAPA F. SURPARA (2) LINE 12)
B B )

ATDAC
FGR LAC/DR AND LAC/SAM
£.0. 12256t N/A

SUSJECT: PEFY, PRIVATE VOLUNTAFY FAMILY PLANNING SERVICE

- FXPANSIDN PRCJECT (R27-0235), PID

527-0334 | '
CFC CARITAS - 150(C)  250-C)
(CCLS 730)

£27-0333

HIV-£1DS ECUCATICN .

'AND FREVENTION 50(H)  BO(H) -
(DCLS 500) 100(A)  100(A)  200(4)

250(C)

W n AT e e G G e Y e TG GF G R WGP R R N G G G GRS we G D G W T WS D WS W MR G S WP G SR TP D W G G ee S G BT

TOTAL, HEALTH,
- CHILD SURVIVAL, _ ~ .
- MND AIDS ACCTS.  4,008.6 4,900 4,694

(8) SCURCES OF FUNDINC:

DY8 (FY198@: BUDGET
ALLODWANCES RECEIVED /

CTHER FYS: ‘

FLANNTING LEVELS) 3,92C 4,200 4,94
- CISAGCGFEG.: H (507) (20 (159)
- c (3,213) (4,500) (4,33%5)

- A (100) (10¢) (20C)
DECE/RECR (FRCM PDES) 88.6(H)

1

1

(1,

.

,650

650

(409)

260) -
(-)

F. PATIOMALE FDR USING PARTICULAR FUNDING SOURCE(S) FCP

-  EACH FRrOJECT:

(1Y USAID RFLTIEVES THIS TD BE SELF EVIDENT WITH THE
PCSSIELE EXCEFTICN CF THE USE NF CHILN SUFVIVAL (CS)
FULNS FNR FrMTLY PLAVMTVG ACTIVITIES IN THE CHILD
SUCVIVAL ACTION PROJFLY (MSADP)Y, THL CS4P WAS AUTHOFIZED
CRYRINMALLY TC CFE FUMDED EXCLUSIVELY FR0K CS ALD HEALTH

ACCCUNTSS IN CONSONAMZE WITH PROGRAMYING CHID:LI"ES “C

FURTHER bCCCU“T (EXCEPT ESF) VvAY BE ADNED,

(2) THCG FAMILY PLANNING ACTIVITIES COVERED BY €5 Funs
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(TCTALING ApPPPCXIMATELY USDCLS 4.3 MILLICN) #RE PLAMNED
FOF TRAINING, FROVTSICN OF COMNTRACEPTIVES .4 AMC RUELATER
EQUIFNMENT, THE MTSEICH VIFUS FAMTLY DLANING AS A
CRITICHLL, TNTEGRLL ASPECT CF ALL CHILD SUFV VAL
PPOGPAMS THE PFRU CSAP WAS SPECIFICAILLY DFSIGNEN TP
INCLUDE FANILY PLANNING AS & KAJOP CCUMPCNIMT.  FUNDING
PURLIC SFCTOR FAMTLY FELAVMIYMSG LCTIVITIFS UNDE® TH= CSEP
IS JUSTIFTED ON GPOUNDS THAT TUPROVING PIRTH SPACING AND
REDUCINGA THE NUMEER CF HYCH-RISY FRFGNANCTSS CAN
SIANTFICANTLY IMPACT DM CUILN SURVIVAL., UCAID PELIEVES
IT TC RE SOTH REASONERLE AND ESSENTIAL TO USE CS FUNRDS
FCR FAMTLY FLANNING I CSAPS IN DR0DER TQ ACCERTUSTT THE
IMFORTAMCE DOF FANTLY PLAMNING AS & CHTLD SHRVIVAL
MEASURE AMD TL DFNDNSTRATE AID'S COMMITMEMT TO ENSURING
VHAT FAMTILY PLANNTING FECCMES "AN INTEGRAL FART OF CHILD
SURVIVAL 2CTICM PLANS WORLCWIDE.

(2) NCTF THAT THE PUELIC SECTCR °PPLERAM VILL EE
SUFPLEMENTED 8Y PORFULATION FUMNS B8UTHRI7ZED UNDER THIS
NEW PRIVATE SECTOR PROJECT. THESE PTP FUMPS WILL
SUFFCET PVD PARTICIRA!ICN IN AN IRNNCVATIVE PVOR/2UELTIC
CSFCTCR PARTNERSHIP IN THE FDRM OF AFTER-HTURS PV0 FAMILY
FLANMING CLINICS IN MDH AND IPSS FACILITIES.)

G. THE BOTTOM LINE. .

(1) THE HEALTH, CHILD SURVIVAL, AND AIDS ACCCUNTS ARE
WITHIN FY1989 GY> AND PLANYED FUTURE YEAR LEVELS.

(2) USAID FULLY RFECCOGNIZES PRCRBLEMS CONNECTED WITH THE
POFULATICON FUNDING FEVIEW OUTLINED /20VE. THE PMOUNT ME
NEED TO DC THE POP/FP JDR IN PERU IS, IN FACT,

BARCSRBONES: THE ARSQLUTE MINIMUM NCCCCSAQY T0 UARDY ourY
CUR TASK COF HRELPING PERU ACHIEVE ITS DEMIGRAGUIC TACKETS
IN A REASCMABLE TIME FRAME, USAID KAS BEEN FOCHMED FPY
THE PECENT REVELATICON THAT APPROXIMATELY 70 EECCENT OF
HE CONTFACEPTIVES FCR FAMILY PLANNINC IN THF PRIVATE
SECTCP =--- WHICH WE HAVE AL{ ALONG THCUGHT WE=E FUNDED
UMDER THE IPPF CENTRALLY-FUNDED MATCHIMG GRANT FROM AID
-~= SHOU'LD HAVE BEEN MISSION FUNDED AMD MUST 2k INCLUDED
WITHIN CUR CYE FRCM FY 1989 ONWARD., THIS ITEM ALCNT HAS
INCRFASED THE COST TF OUR NEW PRIVATE VOLUNTARY FAMILY
PLANNING SERVICE EXPANSICN PROJECT 2y MO®E THAN USDOLS 2
MYLLION DVER THE &4-YEAR FUMNDING PEPICD.

(3) IN SHORT, TD FINANCE QUR TWOD NEW STARTS 1IN
PCFULATICN, WE NEED AN ANDITICNAL USICLS 00,000 IN EACH
OF FY1989 AND FY1990 IN FALL-QUT ‘PDF FUNDS, WERE NO

ET
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CACTILON: AID-2  INFG: CHARGE. A“n/acc’&" \
. ;L‘.l \
NVZCZCPEO295 Rk W»AL‘ 16-AUG-85 TOR: 21:57
PP RUEHPE 95“ CN: 45801
D¢ RUEHC #5276 2301907 2\ CHRG: AID
ZNR UUUUU 7ZH \SLO DIST: AID

P 18190472 AUG 89 \ ADD:
FM SECSTATE WASHDC RECE
TO AMEMBASSY LIMA PRICRITW 79
BT ACTION: PROG (FILES)
UNCLAS STM’@ INFO: DR~
: D

AIDAC . . DD

CE.O. 123565 N/A
TAGS ¢ . .
SUBJECT: SEMI-ANNUAL PORTFOLID REVIEA FOR PERU -

1. (SUMMARY) A SOUTH AMERICA REGIONAL SEMI-ANNUAL .
REVIEW WAS HELD ON AUGUST 9, 1989. USAID DIRECTCOR CRAIG
BUCK PARTICIPATED IN THE PERU REVIEw CN EEHALF DF THE
MISSION. THANK YOU FOR REDUCING THE LENGTH JF THE SaAR
DOCUMENT AND SUSHMITTING IT IN A TIMELY FASHION. (END
SUMMARY)

[ i A ~ ' ] £y .
2+ THE FOLLOWING PROJECTS WERE DISCUSSED IN SOME DETAIL: zﬁ; [%274 Jy 215

‘w=A. UPPER HUALLAGA AREA DEVELOPMENT ~ AID/A NOTES THE —~
EXTREME DIFFICULTY IN CARRYING OUT THIS SENSITIVE \A(C “fON CO'
PROJECT UNDER CURRENT SECURITY CCNDITICNS.

NEVERTHELESS, DUR RPOLE IN THE USG'S ANTI-NARCOTICS TR 1
PRCGRAM IN FPERU I5 IMPGRTANT IF WE ARE TC MAKE ANY !

\

HEADWAY WITH COCA FAIMERS OGN THE GROUND. A5 OISCUSSED ; o

IN THE PREVIQOUS SAR GUIDANCE CABLE, AITH THE POLITICAL &
SENSITIVITY CF THIS PRCJECT ANI CONGRESSIChnL INTEREST A
IN IT, THE MISSION IS REQUESTEC TO CABLE BRIEF QUA«TCRLY|MImL&

’

STATUS REPORTS OUTSICE THE NOFMAL SAR CYCLE. DIRECTLR
BUCK AGREED THAT THE MISSICN wWOULD ZROVIDE QUARTERLY

CABLE REPORTS ON THE PRGJECT STARTING IN JANU&RY 129C,
LAC/SAM WILL BE RESPCNSIELE FCR JDISTRIBUTINC THESE
REPORTS TU OTHE~ CONCERNED OFFICES SUCH AS INM, APA 2x0D -
LEG. THE CTAELES SHOULD ADORESS KEY CHANGES IN FROJECT
CONCITICNS, HAT THE PRTJECT IS ICING FOR FAFMERS ON
ERADICATZD LANDS, AND AHAT MAJCR ISSUES SPOULD C2HTECN
AID/wW, DJIRECTCR LUCK ALSO INDICATED HIS INTEREST Iw
REVIEWING AID'S STRATEGY IN THE UPFPPEX HUALLAGE TJ SEZ IF
THERE ARE ANY ALTERNATIVE ~AYS TO ADDRESS THE FFEOBLENS

CN THE GROUND, LAC IS FREFAREY TO SUPPCRT THE MISSICN
AITH ASSISTANCE WHEN IT IS RtAOY TJ REVIEw AID'S
APFROACH TJ THE COCA FPROOUCTICN PROZLEM IN FESU.

B+ PVC FAMILY PLANNING SERVICE EXPANSIOI- AID/n 428§

BEEN CONCERNED WiTH THE SIZE CF THE POQJECT AND THE

MISSICN'S AEILITY TO FIMANCE THE PRCJECY AT THe JCLS '
8,322 MILLION LEVEL AS WELL AS THE ROLF CF FRISHA L ITS
IMPLEMENTATION. HOAEVEP BASED ON A PEVIEN WITH . FCTAIR

BUCK ANO INVCOLVED LAC STAFF, wE UNJERSTAND THE M. ~ N

UNCLASSIFIZD STATE 25527¢




" ///§( ' UNCLASSILFIED STATE ' 265210
‘MOST LIKELY WILL DO &N OPG WITH PRISMA FOF A RFLATIVELY
SHORT TIME FRAME. THE GRANT WILL ENSURE THAT RESDURZES
CONTINUE TO FLOW TO THE LOCAL PVOS TAIS YEAR AND NEXT
AND PROVIDE FUNOING FOR A CONTRACEPTIVE PURCHASE BY

_ AID/W WHILE THE MISSION REVIEWS OPTIONS ASSCCIATED WiTh
.A LONGER TERM PROJECT. AID/W CONCURS WITH THIS

.APPROACH. 'PLEASE CABLE US WOT LATER THAN AUGUST 31 WITH .

YOUR PLANS TO UTILIZE YDUR POPULATION FUNDS THIS FISCAL
YEAR AND AQVISE WHETHER ANY FUNDS WILL BECCME AVATLAELE
ENR BUREAU REPROGRAMMING IN SEPTEwBER. EAGLEBURSGER

oy
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ORIGIN: AID-2 INFU: CHAKGE ADCM ECON
VIZCZCFEL * |

DU RUEHC RUEHUT
DE RUEHPS H2914/01 244 =¥

INR UUUUU ZZH CLASS:

0 0100102 SEP 89 CHRGE ¢
FH AMEMBASSY LIMA APPRV:
TU RUEHC 7/ SECSTATE WNASHDC IMMEDIATE 1341 DRFTL:
INFU RUEHQT / AMEMBASSY QUITOYPRIORITY 3337 CLEAR:
BT -

* UNCLAS SECTIUN U1 OF 03 LIMA 12914
AIDAC ' .

FUR LAC/UR/SA (MARK SILVERMAN) AWl LAC/SAM (D. MUNCIE)
QUITC FOR RLA AND RCOD . :

E.O. 12356 N/A

SUBJECT: PERU PRIVATE VULUNTARY FAMICY PLANNING SEFVICE
- EXPANSION PROJECT (NO. 527-033%) - REQUEST FUF
- P10 APPROVAL

LA

REF: (A) STATE 265276 (B) LIMA 10729 (C) STA&E 133475

1. SUMMAKY.
A. AS OUTLINEUD IN RECENT MISSION AND AIN/W PTSCUSSTONS,
MISSIUN HAS CONTINUEC TU WORK ON ODOCUMENTATION FOR A

.@ FOUR-YEAR PRUJECT wWITH THE PERUVIAN PvD PRISMA. , THE

ACTIVITY WOULD PROVIDF WEEDED 8!I'TUGE FUNDING FOR FAMILY
PLANNING PvUY, THEREBY ALLOAING UNLWIFPRUPTED PROVISION
OF SERVICES AND COMMCOLTIES FOR FAMILY PLANMING. PRISHA
WILL PLAY & KEY RULE IN PROVIDING ASSISTANCE TO SIX
PVOS, EACH UF WHICH NILL REQUIFE SURSTANTIAL SUPPULT TO
DEVELOP INSTITUTIONAL STRENGTH IN SUCH AREAS AS
MANAGEMENT, LOGISTICAL CONTROLS, FINANCIAL RFPORTING,
ANU CUST CCNTROL. _

B. WHILE PRISi‘A HAS & GUND FECURD IN MANMNCGING AND -
ACCOUNTING FUR FESCURCES UNDER UTHER USALID PROGRAMS, WF
ARE CONCERNED ABOUT [TS CAPACITY 70 FUNCTION EFFECTIVELY
WITH A SERIES OF WEAK INSTITUTIUNS, PARTICULARLY  NHEN dE
HAVE QUESTIUNS ABOUT 17S KULE AS THE COCOPERATING

ENTITY. A RECENTLY COUMPLETED INSTITUTIONAL ANALYSIS OF
PRISHA ADDS CONFIDENCE TO THE MISSION'S DECISION TO USE
IV AS THE VEHICLE FOR COORUINATTIWG RESCURCES 10 THE SIX

. SERVICE DELIVERY PvODS.

C. NEVERTHELESS, WE ARE RELUCTANT TO AUTHORIZE FULL
PRUPUSED FOUR YEAR PRUJECT UNTIL MISSINN HAS HAD THE
OPPULTUNITY TC EVALUATE PRISMA'S PFRFIFMANCE UNDER
CURRENT CONCITIONS. HOWEVER, IT IS IMPERATIVE TAA1 WE
ENSURE THE UMIMPEDED SUFPURYT FOF THE SIx PVUS, WHICH
CURRENTLY PRULVIDE SERVICES TU SUME 262,000 FERUVIANS,
THEREFGRE, SUBJECTY 1O A1U/~ AFPROVAL CF THE PID, WE PLAN
TO AUTHORIZC ONLY THE FIRST YEAR DF THIS PROJECT,
ALTHLUGH THE FP wILL CCHTALIN ALL IMFONMATICON NEEDED FOR
A FULL LIFE OF PROUJECT AUTHORIZATIONM, FUil WHICH AE

v a8 o N O TS, S oms.
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FRAYESTIMATE: LOP COST TO BE USD 7.755 MIiLiOR. &\ s 4?
1.,.4. .:' \‘)‘Q ' 0 "IH; L L‘ tv-;' 4\ ey

D., UNDER TH1S APPRUACH, USAID PLANS T0 NCEGOTIATE A. "$Jfﬁy

V:12<HONTH CUOPERATIVE AGREEMENT WITH PRISMA, ‘FOR USD b »

,,é‘z 217,302 IN FY 1989 FUNDS. PRISHA AOULD CARRY QUT MOST ..t

(Wu,PID BUT WOULD HANDLE A" LARGER VDLUME OF CONTRACEPTLVES™ . .’
"{ATHAN WAS ORIGINALLY ANTICIPATED IN THE DRIGINAL PID, " ° 2%,

‘. PENDING AID/W APPROVAL'AND AA/LAC CONCURRENCE, MISSION' "~ {7
f\x PLANS TO FINALIZE PROJECT PAPER AND 12-MONTH AGREEMENT = - !
‘“1WITH PRISMA, PRISMA PROJECT ACTIVITIES INCLUJE PASS =~ "1

K MATHRU FUND ING TO EXISTING PVOS, ORDERING AND DISTRIBUTING NT;j
.M\ CONTRACEPTIVES, AND CONDUCTING THREE TECHNICAL STUDIESs .. .=
EEan L.' st ey ‘.' waen Tl

. waE<Y "PRISMA'S PERFORMANCE WILL BE EVALUATED IN MONTH
C.iiEIGHT OF THE AGREEMENT IN DRDER TO DETERMINE IF THIS e
rrrd,ARRANGEMENT 1S THE MOST EFFECTIVE MANNER OF COORIINATING I+
SUPPORT FOR THE SERVICE DELIVERY PVOS FOR YEARS 2, 3, °- ..
;ﬁ“ YAND 4. AUTHORIZATION OF REMAINING PROJECT LIFE, AND ANY .
;f;’”MDDIFICATIDNS TO THE"PP, ARE CONTINGENT UPON THIS ,udpg;g,g
= EVALUATIUN. ) TG
'ﬁ‘n“r.. IF. AID/W cochqs, PLEASE PROVIDE: - P

g 2=’ (1) PID APPROVAL, R
C? L ~(2> AA/LAC concuaneucs IN COOPERATIVE AGREEMENT WITH ;;"“
Ty Y i, g

s PRISMA,
fqﬂ.;-‘ (3) TN FOR FY 89 OBLIGATIONS' OF USD 2,217,302

:(Tﬁm- (INFORMATION PROVIDED IN SEPTEL), AND i
rrﬁ,.., “(4). INCLUSION UF ‘THIS SAME AMOUNT IN'SECTION 123 zE)", o
- : CERTIFICATION. . . _ ' RN
“r\ ,Eno 'SUMMARY., - L o ';gﬁ'v:;:;

-

. 4
Lo 2. “PID APPROVAL =

‘[\.1-, a“- -

i PER REF A, USAID SUBMITTED AND AIJ/W REVIEWED
! MPRIVATE VDLUNTARY FAMILY PLANNING SERVICE EXPANSIODN y
rﬁ ‘APROJECT (PVFP) P10 FOR TOTAL PROPOSED FUNDING OF USD 6.3 %
'vq ‘HILLIDN- PID APPROVAL WAS DEFERRED PENJING LAC RECEIPT ",Tﬁ

"OFLADDITIONAL INFORMATION REQUESTED DURING PID REVIEW "f b
.C\px-'v o
rr ﬁ B. "IN REF B, ‘USAID ADDRESSED ISSUES RAISED BY AID/W v
IDURING REVIEN (REF A) AND INCORPORATED BURESU GUIDANCE . ,
1"1 JIN' THE ORAFT PROJECT PAPER., HOWEVER, IN THE IMNTERIM, .

~3_VLUSAID LEARNED THAT StY/PUOP WOULD NOT BE ALLE TO PROVIDE
?f .3LTHE BULK OF CONTRACEPTIVES REQUIRED FOR THE PROJECT FROM o
Q CENTRAL AID/W FUNDING, AS HAD BEEN PREVIOUSLY o

s BT e
¢ w2914 o
N A
L4 NNNN
14 ‘.\l".‘,. ¥
" 1/3 UNCLASSIFIED LIMA 012914701 '
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ACTIVITIES PLANNED IN PROJECT YEAR ONE OF THE ORIGINAL" 'ﬁﬂi?: P
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w5 ANTICIPATED. - THEREFORE, CONTRACEPTIVE COSTS WERE Lo
ﬂn,,FAc10REo INTO THE PI) AND DRAFT PP DESIGN, ERINGING .o
Y\TDTAL PROJECT COSTS TO USD B.322 MILLION. SR 1% :
T "'; ;f' .

4r GIVEN CONCERNS ABOUT THE LEVEL OF POPULATION ACCOUNT ..
', IFUNDING THAT IS LIKELY TD BE AVAILABLE FDR USAID/PERU, " Jg

ﬁvw HAVE SCALED BACK OVERALL LOP COSTS FOR THE PRIVATE R
43~“v0LUN1ARv FAMILY PLANNING SERVICES EXPANSION PROJECT TO™ &
;ﬂ*“usu T.755 MILLION, WE HAVE ALSD DEFERRED THE PRIVATE ,xrvg..
P¢1Y’COMMERCIAL SECTOR FAMILY PLANNING PROJECT UNTIL FY' “;ihfa
{3!%1990. THUS, WE NOW BELIEVE THAT WE CAN ACCOMMODATE "‘aqwzﬁsp
,q SéFUNDING FOR PDPULATIDN ACCOUNT kCTIVITIES AS OUTLINED: *#pidwe. o

~ -w. BELOW. , e
;,a XPROJECT NO. A oo e e 15?% ek
NJPRUJECT TITLE - P
{5 ?(LIFE ~0F=PROJECT AMT.) FY1989 FY1990 FY1991 FY1992“" :
% o ' o ?ﬁaig}g}.
é 527 -0000 ° i A
'smmmnmwwmmt o v GRS
?nAND SUPPORT 98 100 100 108
R \'527 0230 ) . e ‘gﬁp,
25 CONTRACEPTIVE ‘ Co gl
*‘“SDCIAL MARKETING . FEAT
G25(00LS 4,100) . . 26 - RIS (S
ﬂb B 8 :ﬁt??
atszv-oaze < . D e
.«.y”PRIVATE COMMERCIAL
4338 SECTOR FAMILY PLANNING
,g;~ *(DOLS. 1,900) Y - 300 500 .. 600,

rr

£V (521-0335
./3 PRIVATE VOLUNTARY

A3

o -'SERVICE EXPANSION 4 |

<0):(DOLS T,7155) 2,218 " 1,900 2,000

'*“”QTUTAL, POPULATION . J '

-J’u‘ACCUUNY , T 2,341 . 2,300 2.600.;.;.3455g

bv-v\ "N ' ’ 1;)"'.».' ')

i1 SOURCES OF FUNDING FY1989 “ FY1990 FY1991 " FY1992i. -

.aa;rf"""'"""""""“ TESTre s mmesss "ff"'{j;fj:‘ gf e
ﬂ'“? DYB (FY1989% BUDGET) | S . }r“ﬁ"ﬂ‘ ﬁ,ﬂ
ZEEALLOWANCES; OTHER FYS: K

qv;!!PLANNING LEVELS) ° 2,238 2,300 2,300 z 300

;,w...v ' S SN PR
~-GMDEOB/REDB (FROM POES f n'}g'g-“gqn .
"“‘”AND INTEGRATED HEALTH/FP) 103 T .

S ‘ . o
+ YV WITH ND FUNCTIONAL CPRES O

Z. FUIACCOUNTS, TRANSFER FROM IR

o9 STRAIGHT-LINED FY 1990 ARDN
TN LFVFIYS (MADE POSSIBLE BY
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" THE PROJECT COST COMPONENTS OF THE ORIGINAL PID
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LIMA 0129161

~?\REQUEST AND THE CURRENT AMENDED PID FOR TOTAL LOP AND

II SYEAR UNE FUNDING ARE PRESENTED BELOW.'
. P '“’TUTAL PROJECT COSTS HAVE INCREASED BY USD 1.433 HILLIUN,
(}TxCURE COSTS HAVE BEEN CUT BY USD 906,000, AND

IN SUMMARY, ‘WH

'CONTRACEPTIVES HAVE BEEN CUT TO "BARE BONES' AS TUTAL

' ‘JPROJECTED REQULREMENTS . ARE,

IN FACT, 4 MILLION DOLLAR

“AND -THE PROJECT WILL BE ABLE TO FUND ONLY USD 3.339

‘fHILLION. (FYI.

WE WOULD HOPE THAT INCREASED cnsr"*

- N‘&RECDVERY AND LOCAL PROCUREMENT WOULD ENABLE PvOS TO Y
f* "SECURE CONTRACEPTIVES WITH THEIR OWN RESOURCES THEREBY ' ¥

<% REDUCING THIS PROJECT FINANCING' REQUIREMENT.
J“v “WABLE 1S IN USD MILLIONS. . T

'.lm\ wle. .

'“li' e Cohe e
s ﬂE') . .
"f'\*“- .

f* TUTAL FUNDING
l‘ h»PRUJECT COSTS !':
CUNTRACEPTIVES
u,jTYEAR 1 TOTAL FUNDING
L i .UYEAR.1 PRUJECT COSTS
1“'*37
er M.#2914

f\" NNNN

“.-J , a..u»

END FYL.
“ "%,. e

DRIGINAL AMENDED
4/89 PID ° PID

REQUEST .. REQUEST DIFFER

---------- - @ eecoeoes o’ '}' - w>ev en
M 4

" .
"

T.756 i3 (¢ 1.
(4.416) 7 (=
(3.339) " (+ 2.

2.218 (+
(1.215) ° (+

be322
(5.322)
(1.000) °

1.370
‘(1.120)
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' 37 3. ' PRISMA COOPERATIVE AGREEMENT. E N
K g | "
(\:.A. MISSION COMPLETED AN INSTITUTIONAL ASSESSMENT, OF
‘-. »‘,'-»f.PRISMA CAPABILITIES THIS PAST WEEK, WHICH INCLUDED A" -
'dLCUNSULTANT EVALUATING ITS UPERATION‘; AND REVIEWS OF
r 3EXISTING ASSESSMENTS OF OTHER A.I.D. ACTIVITIES CARRIED
;r wOUT BY PRISMA. WHILE MISSION HAS BEEN IMPRESSED WITH
ﬂ4 .PRISMA TRACK RECORD TO DATE, DUE YO COMPLEXILTY 'AND -
,(W-avoLune OF OVERALL PROJECT, WE PREFER TD MOVE FORJARD IN 1:."
.tjESTAGES, TO TEST THIS IMPLEMENTATION MODALITY. AS Panrw.gﬂ‘,;';
.,alr

wn (IR e REER T = ot

OF STAGE ONE, USAID PLANS TO ENTER INTO A "12~MONTH "f'ﬁ,g;f&;f C it
sy "WAGREEMENT NITH PRISMA TO PROVIDE FUNDING AND .Tﬁ"é L ': B . 1
x,*.rlchNTRACEPTIVE COMMODITIES TO PVOS AND TO.CARRY OUT” ‘ﬁ'ﬂﬁ P
FOYSMCERTAIN DISCREET ACTIVITIES AS DESCRIBED FOR PROJECT 5. %% 1 o
fwh*YEAR 1IN SUBJECT PID. .. ) .,:;‘,f\ w e
)—- tl"'.x_ Yok ‘s . L' \

, {6(, .‘J MJ\‘ a :. ";i"f‘ N
,U-l.

“\%*B. '\DURING MONTH 8° OF THIS AGREEMENT AN IN-DEPTH ' X

T EVALUATION WILL BE UNDERTAKEN TO ASSESS PRISMA'S ;;';:~”\ 2
(*“* PERFORMANCE T0 OATE AND ITS CAPACITY TD IMPLEMENT I - é W )
r*Q“REMAINING PROJECT ACTIVITIES. ASSUMING THAT THE N TR e
ﬂ SVEVALUATION FINDINGS ARE POSITIVE, STAGE TWO WILL FOLLON fnj [

L5737 PROBABLY WITH A THREE-YEAR USD 5,537,698 COOPERATIVE ° ;ﬁ %
¢ ;u.AGREEMENT WITH PRISHA. SHOULD THE EVALUATION FINDINGS & . -
.xjumsuccssr THE NEED TO IDENTIFY OTHER IMPLEMENTATION ~;.;§'hg,~,-
uﬂqhw&RRANGEMENTS OR MAKE' CERTAIN PROJECT REVISLONS,. THE '~ % 53 7
HISSION WILL BE ABLE TO MAKE CHANGES AITHIN AN ORDERLY - o & °

5 AIHE, FRAHE FOR FOLLUW ON FUNDING FOR YEARS 2, 3 AND §, £ 04 o o ' o
A . g TE A T e
"”,yh. -ACTION REQUESTED: RN O '

- "--,-—.A. REQUEST PRIORITY AID/W APPRUVAL UF: PID FOR PERU

“PRIVATE VOLUNTARY FAMILY PLANNING SERVICES EXPANSIUN .

v O' ’QPROJECT (NO. 527-0335) FOR 4-YEAR LOP FUNDING UF USD -
.u 57«755 MILLION; AND PLAN TO EXECUTE A 12-MONTH

’ Nl
1,,'; : L,‘UDPERATIVE AGREEMENT WITH PRISMA FOR USD 2.218 HILLIDN..,‘;;.'..- "

e N' l" . ,A.('..
s Lu..B. 'PER REF B "PARA 9 (B), REQUEST AA/LAC COMCURRENCE' TO B
— i'dHUVE FORWARD NITH THIS PP AND COOPERATIVE AGREEMENT WITH
-('\.»PRISHA FOR USD 2.218 MILLION, WHICH INVOLVES A.I.D. s _;:.."_.' -
T a,,&-sRESOURCES IN EXCESS OF TWO HILLIDN DOLLARS. PURSUANT 'TO i e

¢:5\ ‘HANDBOOK 13, CHAPTER 2, SELECTION OF RECIPIENTS, g pygﬁﬁ
"JUSTIFIUATIUN FOR AN EXCEPTION 70 THE COMPETITION AR
‘rr H"Reouxneneur IN THIS INSTANCE IS BASED ON SECTIONS 3.8:! -, 7% °
Y3AND 3.0 OF CHAPTER 2 ~-= COMPETITION NOT REQUIRED Fon-':f-;* o
-J”NIDUOTE ASSISTANCE ANARDS FOR WHICH ONE RECIPIENT IS  ° "« . ' [

f-n§«CONSIDERED T0 HAVE EXCLUSIVE OR PREDOMINANT CAPABILITY, - **
b "#BASED ON EXPERIENCE,+ SPECIALIZED FACILITIES OR TECHNICAL % - |
y(\,.conPETENCE, OR BASED ON AN EXISTING RELATIONSHIP AITH '""ﬂ. ,
5 THE- CODPERATING COUNTRY OR BENEFICIARIES UNQUOTE: “and . =~ '
“\fQUDTE FOLLCW DN ASSISTANCE AWARDS INTENDED T0 FUPTHER :
(‘-- DEVELOP AN EXISYING ASSISTANCE RELATIDNSKIP UNQUOTE.

C " AS TOTAL BUDGET FCPR FY=p@ 0o 9700 oo
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f:ytpla UNCLASSIFIED " LIMA 012914/03“:"vW;
‘.:m,"_- f
w, ,ro CONGRESS YO REFLECT AMENDED FIGURES. ALSO INCLUDE,. .. M;- o
p (THIS NEW FIGURE"IN SECTION 123 (E) CERTIFICATION TO w "ﬂﬂ@u
l‘~~CDNGRESS. ! ' St
f\,~, ,

k( 4 APPRECIATE AID/W ASSISTANCE AND ADYICE ON FINALIZING - o
JLPLANS FOR 12-MUNTH PRISMA AGREEMENT AND IN SECURING ° : S
Y'NEEDED CLEARANCES AND REWUESTS SO MISSION CAN novg
ﬁrFunwARo TO COMPLETE YHIS AUTHORIZATION AND ISSUE PIO/T
" FOR COUPERATIVE AGREEMENT BEFORE SEPTEMBER 15, ‘1989.
J“Q“DBLIGATIUN (SIGNATURE OF COOPERATIVE AGREEHENT BY RCO
BLd AND PRISHA) SCHEDULED ON UR BEFORE SEPTEMBER 22. 1989,
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V2C2CPED 451 4= SEA -89 TOR: 23:47
00 RUEHPE “’ SEY, 1929 CN: 611792
DE RUEHC #3926 2542350 ., CHRG: AID _3
ZNR UUUUU ZZH , E(,EIVI.U DIST: AID
D 1323492 SEP 89 ST . ADD3: .
FH SECSTATE WASHDC ' R . ] q
TO RUEHPE/AMEMBASSY LIMA IMMEDIATE B378 ,
RUEHFU/AMEMBASSY PORT AU PRINCE IMMEDIATE 7560 . R Q
RUEHGT/AMEMBASSY GUATEMALA IMMEODIATE 0558 Coe . R
81 ‘ .o C 5 ' '
UNCLAS STATE 293926 -u; L W e ' d
AIDAC FOR ROCAP o - : P ’
E.D. 12356: N/A - - . ¢
YAGS: . ! -
SUBJECT: CONGRESSIONAL NOTIFICATION ALERT o d
1. THE FOLLOWING NOTIFICATIONS WERE SENT TO THE HILL ON -
SLPT. 7, 1989: B ; C
A. - PERU o -,
-- DPG CN NO. 529 FOR PROJECT 527-0330 OPG CARE-FOOD L C
ASS1STED INTEGRATED DEVELOPMLNT ORGANIZATION, FCR DOLS
80,000 GF ARON FUNDS AND DOLS §3,200 OF CHILD SURVIVAL by
FUNDS’ ' ne
-- DPG CN NO. 529 FOR PROJECT 527-0320 REFORESTATION C
FOOD-FOR-WORK, FOR DOLS 130,000 OF ARDN FUNDS. . ACTION:PROG (FILE
' INFQ:CONT
-- TN NO. 532 FOR PROJECT 527-0335 PRIVATE VOLUNTARY DR lo
SECTOR FAMILY PLANNING SERVICES EXPANSION, FOR 2,218,000 OARD
OF PGPULATION FUNDS. | . HR
- - P ls
B.  HAITI : ' - ED
-= NO. 531 FOR PROJECT 521-0640 PRESIDENTIAL TRAINING o
INITIATIVE FUR THE ISLAND CARIBBEAN (FTIIC), FOR DOLS .
500,000 DF ARDN FUNDS, DOLS 920,000 OF HE FUNDS, AND | o
_DOLS 500,000 OF PN FUNDS
C. ROCAP ¢
- TN ND. 532 FOR PROJECT 696-0150 RESTONAL ENVIRONMENTAL
AND NATURAL RESOURCES MANAGEMLNT, FOR J0LS 6,700,000 OF (o
ARDN FUNDS AND DOLS 3,000,000 PSEE FUNDS, OF WHICH DOLS
2,877,000 PSEE FUNDS NILL BE DEOB/RED3 FUNDS. :
1
2. SEPTEL WILL ADVISE WHEN NOTIFICATIONS EXPIRE WITHOUT ,9
OBJECTION. COPY OF NOTIFICATIONS BLING FAXED AND ‘
POUCHED. BAKER |
BY
/

#3926 -

. uuNcLAssIFIig;___jJQQQQ*;EE?326 : klfj—;j, |
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ACTION: AID-2 INFD: CHARGE ADCH ECUSMD”’“\‘A* .
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MINISTERIO DE SALUD | RECEIVID

Lima, agosto 31 1989

SA-DM-626-89 d//& (é;/é 9%2.
Sefior . AQ;lO‘\] t({—«., : | |

Alan Silva — .,
Director a.i. de la Misi6n enel PerG de la | Aitvss TAKEQ: —
Agencia para el Desarrollo Internacional

-

PRESENTE . - 1
DATE: '
Estimado sefior Silva : ANITIALS: -

Me es grato dirigirme a usted para expresarles, en nombre del Go-
bilerno y en el mio propio, nuestra complacencia por el espiritu
que anima al Gobierno de los E.E.U,U., a través de la Agencia -
de Desarrollo Internacional, para colaborar en la ejecucién de
las actividades de planificacibn familiar que dentro del Proyec
to 527 -~ 0285 Sobrevivencia Infantil, se llevana cabo en el -
pals.

He revisado las actividades consignadas en dicho Proyecto y es-
toy seguro que satisfacen las prioridades que, de acuerdo con
la Politica Nacional de Poblacibn, se consideran:prioridades a
julcio del Consejo Nacional de Poblaciébn y de este Despacho, Es
toy seguro que dicho Proyecto permitir8§ una mis estrecha asocia
cibn entre los organismos oficlales y las instituciones priva--
das que hacen planificacidn familfar, para completar la accibn
gubernamental en este sentido.

Asfmismo, desco expresarle mi convencimiento que esta participa
cibn de las Inatituciones del Sector Privado servirl de acicate
para fortalecer las funciones de coordinacibn, promocién y mejo
ramiento de la situacibn actual de los Programas de Proteccibn
a la Salud de la Madre y el Nifo, en especial los destinados a
proteger la salud de la mujer durante su ciclo reproductive. Es
pecial consideracién merece dentro del Proyecto la accibn recto
ra que el Ministerio a mi cargo tiene sobre las organizaciones
privadas, de conformidad con los lineamientos de la actual Poll
tica Nacional de Salud,

Hago propicia la oportunidad para renovarle los sentimientos d
mi consideracibn més distinguida, ,/Cj> Z;,ég

Atentamente,

v

SR DAVID A. TEJADA DE RIVERO
Nlialstre do Salud
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ENVIRONMENTAL THRESHOLD DECISION



AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D.C, 20523

ENVIRONMENTAL

Location

Project

Project Title

Project Number

Funding

Life of Project

IEE Prepared by

Recommended Threshold Decision

Bureau Threshold Decision

Comments

Copy to

Copy to
Copy to
Copy to

Copy to

LAC-IEE-89-68

THRESHOLD DECISION

e

L 14

Peru

PVO Family Planning Services

Expansion
527-0335
6,322(000 (G) ¢

5 years

Categorical Exclusion
Concur with Recommendation
None

Donor M. Lion, Director
USAID/Peru

Claudio Saito, USAID/Peru
Boward Clark, USAID/Quito
Mark Silverman, LAC/DR/SA

IEE FPile

}aw» /jlo‘@\ Date SEP | ©.1989
7 7 1 e S
James S. Hester

Chief Environmental Officer
Bureau for Latin America
and the Caribbean
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Annex i
ENVIRONMENTAL DETERMINATION
Project Locuatlons Peru ’
Project Title and Number: Private Sector Family Planolng Services

Expansiou Project, 527-0335

Fundiug: PY 1989 - PY 1992

Project Purpose gad Actitiries: To wmaxiuize the availability of all family
planning methods €o women and men who wish to use them by Lncreasing. tha
capacity of the private voluntary sector to dellver long-lesting coatraceptive
wethods while maintaicing asupport for temporary supply methods and natural
family planning. *

Statement for Cstegorical Exclusicn: It is the opinfon of USALD/Peru that the
Project does nmot require an Ilaitis)l Environmeatal Examsinaticn because {tu
activities are within the classes of actlons described in Section 216,.2,
Paragraphs ¢(i) aud e(viii) “"Categorical Excluaions of 22CFR Part 216",

“Sectlon 216.2 ¢(1)”: "The action dces not have eu effect on tha natural or
phyaical covironmenc.”

“Seetion 216.,2 c{2) (viii)": "Programa {nvolving nutrition, hsalth care or
population and family planning services execept to the extent designed to
{ncluda activities diccetly affecting the environuent (such as coanstcuction of
factlitics, water supply eystem, wdagte vwater treatment)”,

Concurrcence of the Minslon Director

{ have reviewad the above statement and coneur {n the determination that the
"Private Sector Pamlly Planaing Services Expausloa Project” doss uot requige

an Initial faviroomental Exauwination. .
» Y nods F
, : o ' “
23 tha et &9

Date - Donor M. Lica
; Director
USALD/Petu
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JUSTIFICATION FOR WAIVER
OF 25 PERCENT CONTRIBUTION REQUIREMENT

It is the policy of A.I.D. that a 25 percent contribution to total
life-of-project costs from non-A.I.D. sources 1s required for
operational program grants (0PG'3) and operational program
cooperative agreements {(OFCA's) to PVOs. Although it 1is not
mandated by legislation, A.I.D. has administratively determined to
establish this requirement, This non-A.I.D. contribution may
include cash and in-kind contributions from PVOg, local
collaborators and other non-governmental donors as well as from host
governments, other governments and international organizations.

This 1s not the typical PVO project in which A.I.D. receives a
proposal from the PVO requesting A.I.D.'s assistance in carrying out
one of their programs. Rather, in this case A.1.D. has approached
PRISMA and requested 1t to be the coordinating orpganization for
funding assistance to six local PVOs which at this time lack the
administration and financial maturity required to control and
monitor A.I.D. project funds. In addition, a major purpose of this
four-year effort 1Is to assist these six participating PVOs in
acquiring the skills required to undertake 1income-generating
activities, specifically, to increase local in-kind and cash
donations and to undertake profit-making activities. These efforts
will not begin to bear fruit for at least a year or more; hence,
neither they nor PRISMA can reasonably be expected to make any
significant contributions to the project during the first year.

For these reasons 1t 1is inappropriate, at least during the first
year of the project, which 1s basically a test year, to require
PRISMA not only to act as the coordinating organization for this
A.1.D. project but, in addition, to match A.I.D.'s contribution on a
1 to 3 basis, iIin order to comply with A.I.D.'s 25 percent
contribution requirement. The same is true for the six local PVOs
which are totally dependent on donor support and, which we want to
make more efficlient and cost conscious during this project in order
for them to move toward self-sufficiency. Once cost and marketing
studies have Dbeen conducted and income-generating activities
identified and tested, A.I.D. will have be in a much better position
to determine the real contribution potential of these PVOs and to
fix an appropriate contribution requirement which, hopefully, will
equal at least 25 percent of total project costs.
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JUSTIFICATION OF NONCOMPETITIVE AWARD

According to Handbook 13, Chapter 2, para 2B3, Competition is not
required for:

Asglstance awardo for which one reciplent 1s considered to have
exclusive or predominant capability, based on experience,
specialized facilities or technlcal competence, or based on an
existing relationship with the cooperating country or
beneficlaries.

A noncompetitive award of a Cooperative Agreement to PRISMA for the
first year of project activities is Jjustified on the grounds of
predominant capability, based on special clrcumstances surrounding
Peru and the private voluntary family planning sector in Peru.

1. Need for a 123 (e)

Due to debt arrearages, Peru determination most 1likely will
continue under Section 620(q) and Brooke-Alexander Amendment
sanctions for the remalnder of Fiscal Year (FY) 1989.
Therefore, the Mission has requested and received the A.I.D.
Administrator's determination, under Section 123(e) of the FAA,
that obligations to PRISMA for thls project are in the national
interest., As a PVO registered with A.I.D. since 1986 and as an
organization that has received A.I.D. funding for population
related activities (Milpo Mining Project, the Risk Project, and
Ninos Journal), PRISMA is eligible to receive A.I.D. funding
under a Section 123(e) determination.

2. Project success will be enhanced I1f implemented by a non-famjly
planning PVOQ.

The Mission determined that it would be in the best interest of
the project that it be implemented by a Peruvian PVO that was
not & family planning service delivery organization, so as not
to be seen as a competitor by the family planning PVOs that
would be the direct beneficlaries of the project,

3. Technical competence of PRISMA.

The project design team made a careful search of potential
candidates, which needed to satisfy the following criteria:
- previous experience with USAID/Peru Mission disbursement
and reporting requirements;
- Btrong background and experience in a related development
field; and
- previous collaborative relationship with the public sector.

7/
A




Clecarances:

J. Burdlick, HR
C. Kapaebaum, 70
P. Kramer,COWT
Ay Silva, DD

‘/,,;'J ) Wt ates ) At e

" : "si}? o
e JUSTIFICATION OF RONGOMPEXLTLVE AWARD
Page 2 of 2-

Three potential candidates were {dentitied: Vecinos Peru,
APROPO, and PRISMA. TPRISHMA vas chosan ap the wtrongeat of the
three, for itn adminiptrativa/managerial capabilicice, ito
1{intagea with the Uiniatry of Health both centrally and st the
dopartmental level throughout the country, its experlence in
working with Minsion reporting requirements, and fve experience
{n primary health caro and P.L. 480 food dintribution,

o
%)

Jamya Dunlap '
{lona) Contracting Officer

: 9}/&(/)?19

Date’

Ve

/' r
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LOGICAL FRAMEWORK

ANNEX II, Exhibit A
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PROJECT LOGICAL FRAELK (PRELDMDWRY): PRIVATE VOURTARY FAMILY PLANDEG SERVICES EXPANSION

Narrative Summry

Pregran or Secteor Goal:

Izproved quality of ife for Peruvian
faoi lies throwgh {ncreased access to the
oeans to achieve the desired mmber and

spacing of their children

Objectively Verifiable Indicators

Measures of Goal Achievemnt:

G prcgram target to reduwce the total
fertility rate from %.3 {n 1986 te 2.5 {n
2,000 ard to raise coutraceptiwe prevalemxe
from 28 percent {n 1986 te 42 {n 2,000.
Targets for 1993 are 3.4 TFR and 35 percent
prevalence,

Important Assumpticus

=~ Cotinuad GP comd tment
to family planning.

~ Increased contraceptive
prevalemre will reduce
fertility,

= Contimved economic viabl lcy
of ccomercial sector,

Amex A

Pgge Ll of 2

Means cf Verificariom

- 1991 Naticnal Cemsus

= 1992 Dencgraphic and Healrh

Survey (DiS)
- Ecoxmic indicaters
- Wiclesale plarmcerric
coypany sales figures
= Service staristics.

Preject Purpese:

Maxinize the avallability of all family
plamirg methods te waen and men whe wish
fo use tham by increasing the capacity

of the private wluntary secter to deliver
lerg-lasting contraceptive merixvds while
maintaining suppert for temperary supply
methads and natural fam ly plaming.

Conditions Expected at End of Project:
- Improved contraceptive methed mix shewing
higher preportion of leng-lasting zethnds

and lower preporticn of traditional methods

- digher prevalence of male family plaming
methods

~ Increased cootraceptive prevalence {n
rural areas

= Improved sustaimabllity of PVOs

- Edsting umet need for
contraception.

= Ideal family size will
contine dowrward trend

~ Woen and men reaching
ideal family size will
increasingly elect lomg—

ting contr=ceptive

methods.

= Users will be willing te
pay oore for PVO suppli=s

..md‘ gervices than {s currently
charged.

- 1992 D&S results, includirs
findings ca scurce, metheds
experditures, ad users'

{ncome,
- Service statistics.




Out puts:

= Increased clinical capacity and improved
cperational effictency amerg PVOs.

= Increased nnber of rotating med{cal
posts, especially cutside Lima,

= Increased mmbers of acceptors of
leng-lasting metheds.

= Maintenance of mmbers of acceptors of
temporary supply metheds and NFP,

= Impreved fimancial sustaimbility of PVO
sector,

= Increased rural contraceptive cowerage,

Magnitude of Outputs:

= Fixed full-service clinics will achiewe
8% use of installed capacity.

= Urban comumity distribution programs
wiil generate encugh rewere o cover
cperating costs (except for denated
caoxdities).

= 10X armuial increase {a acceptors of
long-lasting metheds.

= PVO-public sector collaborstion ims -
titutfonalized fa up to 50 hospitals
and/or health centers.

= Econcmic condiciens will
pernmit PVO clients to pay
for supplies and services.

- Public ad coamercial sectors
will continue to serwe
family plamning users.

— Restrictions on availability
of leng-lastiog methads will
not {ncrease,

= Willingess of public ad
private sectors tc cooperate
will contime.

Anex A
Page 2 0f 2

- Saervice staristics.

- Market evaluation resaz~n

= Anmual and leng-tem
strategles amd weriplans.

- Managecent ard financial
reviews.

= User surweys.,

Inputs (Operaticnmal hudger):

Preject Mmageoent 580,000
PV Institutiocmal Suppert 2,%01,000
Technical Assistance/studfes SL5,000
Evaluar{on/Axdit /Fln. Review 320,000
Contraceptive Coomrdities 3,517,C00
USAID Cendition 220,000
Overhead 117,200
Contingencies and Inflation 185,000
Tetal 1,755,000

"

Implemeatat fca Schedule (Target Dates)
Grant or buy-in 4ch. xr. FY 89

- USAID cbligarions can be
made,

-~ Availability of local qualified

TA,
= Availability of contraceptive
camxdities.

Project Decuentarion,

Rk i
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ILLUSTRATIVE LIST OF COMMODITIES

Upon authorization from the Implementing Agency, USAID will issue a
funded PID/C for purchase and shipment of contraceptive
commodities. Funds from this PIO/C may only be used by ST/POP/CPSD
to procure and ship oral contraceptives, condoms, copper T IUDs, and
vaginal foaming tablets. Specific orders against this PIO/C will be
cabled to ST/POP/CPSD in accord with Attachment 6 of ST/POP/CPSD's
guidance to USAID missions dated 10/01/88.

Project Commodities: Contraceptives
Basis of Delivery: CIF Callao, Lima, Peru
Shipping Instructions: By ocean in accordance with Form

AID-II-94. Goods must be insured.
Delivery dates as follows:

Item 1 ~ Oral contraceptives, low dose

549,600 cycles ~  November 1989

549,600 cycles ~ April 1990

550,800 cycles - July 1990
Jtem 2 -~ Condoms

3,300,000 units - November 1989

3,300,000 units — April 1990

3,300,000 units - July 1990
Item 3 ~ Vaginal Foaming Tablets

480,000 units -~ November 1989

484,800 units - April 1990

484,800 units - July 1990

Item 4 -~ Copper T 380 IUDs
30,000 units November 1989
30,000 units - April 1990
30,000 units July 1990

,,
\’f
LN
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CONSOLIDATED PROJECT BUDGET
BY INPUTS, PROJECT YEARS, AND PROJECT COMPONENTS
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CONTRIBUTORS TO THYE PRQJECT PAPER

The following individuals served on the Project Design Team:

USAID/Peru

John Burdick, Acting Chief, Office of Human Resources,
Gloria Nichtawitz, Pioject Coordinator, Population Divisglon,
Barbara Kennedy, TDY, AID/W,

Cary Kasscbaum, Program Officer,

Leroy Jackson, Project Development Officer,

Gerald Martin, Financial Analyst Advisor,

Karen Foreit, Consultant, Population Division, and

Alan Silva, Deputy Director.

The following Individuals also contributed to the Project design:

USAID/Peru
Craig Buck Director
Paul Xramer Controller
Rit.a Fairbanks Health and Population Advisor

AID/Washington (AID/W) and AID/Regional

Earle Lawrence AID/W/S&L/POP
John Paul James AID/W/S&T/POP
Alex Newton RLA

The following individuals participated in the technical analyses:

James Laity Summer Intern, USAID/Peru

Larry Day Consultant

Enrique Suarez FEMAP

Denis Falvey Consultant

Roberto Tirado Consultant

Alberto Ramirez Ramirez y Asociados

Hilario Hurtado Koo Instituto Marcelino -
Patricia Mostajo Consultant

Rosa Monge Consultant

The following individuals reviewed the PID and/or sections of the
Project Paper:
Donor Lion Former Mission Director, USAID/Peru
Linda Lion Former Chief, Office of Human
Resources, USAID/Peru
Catherine Crone Coburn Management Sciences for Health



Project Compenents
A. Pregran Costs

1. PVC Instituticmal Support

2, Tecmical Assistamre/
Technical Studies

3. Comxdities .

TOTAL PROGRAM COST3

B. Amministrative Costs

1. Project Maagenent
2. USald Crordination
3. Evaluaticn :
PRISMA ‘
Project .
4. Audir/Finacial Reviews
PRISMA Audit
PVO Audits
Project audit
Finarcial Manszeacent Reviews
TOTAL ADMINISTRATIVE COSTS

C. Overhead

D. Contingencies
TOTAL PROJECT

iJdoa

AID

SUMMARY OF TOTAL PROJECT QOSTS
by Foreign Excharge (FX) and Local Qurrency (LC)

PY1 PY2 PY3 PY4 P
FX 1c FX LC X I K IC X LC
6%, 302 600, 698 550, 000 456,000 2,301,000
75,000 125,000 40,000 150,000 125, 000 40,000 475,000
1,003,000 67,000 942,000 ~— 792,000 — 713,000 ~— 3,517,000 —
1,003,000 836, 102 32,000 725,698 832,000 700,000 713,000 S8L.00 3,557,000 2,775,000
151,000 " 143,000 143,000 143,000 580,000
110,000 55,000 55,000 - 220,000
20,000 - = 50,000 70.000
20,000 70,00
-— 50,000 50,200
70,000 60,000 60,000 60,000 250,000
, 10,00 10,000 10,000 35,000
30,000 30,000 30,000 20,000 110,000
20,000 - — 30,000 50,000
10,000 10,000 10,000 10,000 40,000
200,000 151,000 _ 115,000 143,000 115,000 143,000 110,000 143,000 _ 540,000 580,000
_— 27,000 — 30,0000 — 30,000 — 30,000 - 117,000
- - _ 70,000 ~— 70,000 — 45,000 - 185, 000

1,203,000 1,014,302 1,057,000 968,598

947,000 943,000

823,000 799,000

4,097,000 3,658,000




PROJECT COMPCRENTS
A.  PROGRAM COSTS
L. PV Instiruticnal Support

2. Technical Assistarce/ .
Technical Stulies

4. Craxdities

B. ADMINISTRATIVE OOSTS
L Wages & Benofirs
.2. USAID Crerdination Scaff
3. Lecal Trawel

4. Vehicle costs

5. Office expenses
6. Evaluarion
7. audit

EXPENDITURES

1590
PY1

1,839,302

694, 302

75,000

1,070,000

351,000

88,000
110,000
27,000
13,000
23,000
20,000
70,000

27,000

2,217,302
——ary

191 1992 1993

PY 2 PY 3 PY 4
1,667,000 1,532,000 1,294,000
600, 633 550, 000 456,000
125,000 199,000 125,000
942,000 732,000 713,000
253,000 258,000 253,000
87,10 87,100 37,100
55,000 55,000 0
26,900 2,900 26,900
6,000 6,000 6,000
23,000 23,000 23,000
(] 0 50,000
60,000 60,000 60,000
30,000 30,000 30,000
70,000 70,000 45,000
2,025,693 1,850,000 1,622,000

Life of
Project

€,353,000

2,301,000

515,000

3,517,000

1,120,000

349,300
220,000
107, 700
31,000
92,000
70,000

256,000
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PRIVATE SECTOR FAMILY PLANNING PROJECT
(527-0269)

A. Project History.

The Private Sector Family Planning Project was designed as the third
part of a three-pronged approach followed by USAID to support family
planning services in Peru. The other two initiatives, already in
place, included a public sector project (the then ongoing Integrated
Health and Familv Planning (527-0230) and 1its planned follow-on
project for the MOH) and a commercial sector project (Contraceptive
Social Marketing, launched in 1984).

This initiative in the private (PVO) sector was also intended to
respond to the slow and poor results experienced in the public
sector. The rationale was to capitalize on the purported greater
effectiveness, flexibility, innovation, and agility of the private
gsector agencies to meet the demand for family planning services. At
the same time, it was recognized that the numerous and diverse
family planning PVOs existing in Peru were not altogether prepared
to meet the challenge, and that to attain the goals of the private
sector iInitiative, these groups would need to be coordinated and
strengthened.

A conscious decision was made to include all of those PVOs which had
received or were then currently receiving A.I.D. funding, either
directly from the Integrated Health and Family Planning Project or
through A.I.D.-financed Cooperating Agencies (CAs). These groups
knew how to account for funds received and had at least rudimentary
systems, staff, and infrastructure in place to begin the task. With
the exception of the IPPF affiliate, INPPARES, none had had access
to a steady flow of technical assistance (TA) and funding which
would have given them the stability to develop comprehensive
management systems and service provider capabilities. '

Thus, the Mission concluded that many of their performance problems
could be attributed to the start/stop nature of multiple CA funding,
sporadic TA, administrative delays, etc. The new project was
therefore designed to offer all of the PV0Os the opportunity to
receive ongoing TA and funding to develop their . institutional
capablilities. Those that proved to be unable or unwilling tc develop
efficient management systems would cease to receive AID financial
support.

The project was 1intended to proceed In stages. Anx institutional
analysis of all of the PVOs was included in the PP and provided some
baseline measures of institutional characteristics and family
planning users. Funding and TA were to be provided to all
Interested PVOs during Project Year (PY) 1. The first assessment of

o
AR

!
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each institution's progress as measurcd agalinst ita own baseline waas
scheduled to be conducted after PY 1, and those groups which had not
responded adequately were to be dropped from the project.

The intended scope of the new project and the sheer number of PVOag
to be ussisted and monitored created an enormous management burden
for the Population Division, recognized at the time, but, in
retrospect, probably under-estimated. Provision was made within the
PP for what was considered adequate staff to carry out the
activities required,

The conditions that existed at the time the PP was finalized (offers
for bids could be extended only to the three CAs already registered
in Peru, and only onc submitted a proposal), plus the time
constraints vis-a-vis the 620Q and Brooke-Alexander sanctions
imposed a difficult burden on the Mission and Prime Recipient to
execute the project agreement. Once the project was initiated and
began its activities, it soon  became evident that the
hurriedly-tooled agreement was not sufficiently detalled to avoid
differences of opinion regarding &some aspects of project
implementation and reporting between the Mission and the
implementing agency.

As future experience would show, the decision to leave some of the
design details "open", to be resolved by the awardee, led to the
inciusion of ambiguous or internally inconsistent goals within the
PP. This lack of detall was compounded by differing interpretations
of the Mission's role in the project, as the Mission requested more
in-depth financial reporting than that required by central contracts
with AID/W. These difficulties were exacerbated by what was
observed as the high administrative cost of the project in times of
declining overall population funds. An evaluation of the project
was comnissioned by the Mission, which produced the recommendation
for a more in-depth look at the project once the ¥Mission had defined
its overall population strategy.

B. Project Rationale and Strategy.

The PP for the previous PVO project contains the following
rationale:
This project focuses on the private sector to enhance and
expand family planning activities..., This project will
also help develop the private sectoer's ability to determine
and promote population policy as it relates to the private
sector. Because the public sector is currently operating
incfficiently and has 1limited ability to wutilize 1its
resources, and because the private sector offers a greater
capacity to wutilize funds more efficiently to expand
services, 1t 1is logical to focus funding efforts on the
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private gector at this time. The need for increased
intrasecctoral coordination 1is well recognized by the
individual private sector agencles, and this project
provides the means and opportunity to improve cooperation
via the formation of a Peruvian Coordinating Agency (PCA).

Based on this rationale, the project strategy is comprised

of the following:

1, Increase institucivnal development through TA and
training to promote program and service expansion to
reach more acceptors,

2, Develop the ability of the private sector to determine
its policy needs and effectively research and
articulate them to the GOP.

3. Foster cooperation and coordination between the
private scctor agencies to learn to best utilize
existing resources and foster increased financial
independence for the sector through income generation
training. '

C. Project Purpose, Inputs, and Outputs,

The SPF project had the following purposes:

(1) to expand and improve the capability of the Peruvian
private family planning agencies to increase
cost—-effective contraceptive coverage;

(2) to strengthen the capacity of these same agencies and
the CNP to influence, Iimprove, and strengthen
population policy in Peru particularly as it relates
to the private sector; and

(3) to strengthen coordination among the private sector
agencles, at least partly via the creation of a
Peruvian Coordinating Agency (PCA) for private sector
family planning agencles.”

1. Purpose 1: Institution Building. -

The management components to he addressed included the following:

- developing agency objectives and work plans,

~ improving accounting systems,

- developing and implementing evaluation plang,

- utilizing a comprehensive logistical support system, and

— developing and implementing a standardized statistical data

collection and reporting system.

An 1{llustrative list of sixteen technical assistance and training
topics to be conducted in Peru was provided, of which eleven refer
to management systems.

LT LE
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The quantitative output measurcs gpeclified 1in the PP related to
services expansion include:

~ 400,000 additional contraceptive users over the life of the

project,

- 650 additional tralned medical personnel,

- 1,000 non-medical service delivery personnel,

~ 65 additional clinical sites, and

-~ 40 new CBD sites throughout the country.
As explicit measures/outputs of iInstitution bullding were not
specified in the PP, service delivery cxpansion and IEC activities
received the most attention, both in terms of in-country
expenditures and in terms of project staff and consultant time.

2. Purpose 2: Population Policy Component.

The formulation of the population policy component in the PP
included both institutjonal development of private research agencies
and the CHP, as well as research studles on policy topics. Outputs
included strengthened institutional and enhanced research
capabilities in two private agencles (AMIDEP, INANDEP) and the CNP.

As a measure of the private sector's "increased ability ... to
influence pecpulation policy', the project would underwrite:
— 10 seminars/conferences for leaders and parliamentarians,
- publish and distribute 25 books, monographs, and studies,
and
- publish and distribute a regular policy bulletin for
policy-makers and legislators.
The PP also called for "actual changes in the GOP population laws
[sic] as it affects the private
sector family planning agencles".

3. Purpose 3: Inter-Agency Coordinationm.

The PP conceptualized the inter-agency coordination ccmponent to
promote intercommunication and cooperation on 1issucs of common
interest to the PVOs and to reduce duplication of services. Outputs
were to 1include the establishment of the Peruvian Coordinating
Agency and '"the increased abllity of the private sector to become
more financially independent through the PCA...".

In summary, while the original PP contained all of the essential
components for a successful private sector family planning
initiative and the grantee addressed these components, during an
in-house mid-term evaluation, the Mission came to the conclusion
that some of the components and svhcomponents were defined with
inappropriate output measures and were inappropriately prioritized

A\
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in the PP and in the operational plan. Furthermore, eventy in Peru
pubsequent to the design of the Project and the preparation of the
PP contributed to the Minslon's decinion to terminate the Project
two ycars earlier than planned and design and implement a new PVC
project,

D. Project Accomplishments.

The Project formally bepan opcrationas on October 1, 1936, as "Apoyo
al Sector Privado en Planificaclion Familiar" (SPF) and inaugurated
its Lima headquarters later that month., The four-person core team
was fully contracted by January 1, 1987, and eventually ecxpanded to
include ten full-time and one part-time technical staff and seven
support sgtaff: Executive Director, Administration and Program
Director, Program Officer (2), Program Assistant, Finance Director,
Financial Supervisor, Accountant, IEC Director, IEC Assistant, and
Logiatics Coordinator.

1. Resource Allocation.

Table 1 summarizes relative resource allocation by project component
during the first 20 months of the project, While it was not
possible to assign dollar values to staff days, consultant days, and
workshops, the table clearly shows that the greatest share of
project resources were directed at services delivery: 45 percent of
the SPF professional staff time allocated to PVOs, 58 percent of the
consultant days allocated to PVOs, 82 percent of the subgrants, and
13 percent of the workshor . Inter-agency coordination received the
smallest allocation of prnject resources, followed by Population
Pollcy. This closely follows the resource allocation stipulated in
the PP.
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TABLE 1.
PRIVATE SECTOR FAMILY PLANNIHCG PROJECT (527-0269):
RESOURCE ALLOCATION, BY PROJECT COMPONENT

SPF Staff Days Consult Days Subgrants Workshops

Project Component __No, . % ... _No. .. . % Amount _ % __No. %
A. Institution~

Building 9097 91 232.5 96 749440 86 14 93

- Manapgement 2868 29 44,0 18 11850 1 8 53

- Services 4450 45 139.0 58 716450 82 2 13

- T¥C 1780 18 49.5 21 21140 2 4 27

B. Population Pollcy 494 5 8.0 3 73950 8 0 0
C. Inter-Agency .

Coordination 373 4 0.5 0 47625 5 1 7

a/ a/ b/ a/ a/

TOTALS 9964 100 241.0 100 871015 100 15 100

a/ Ngt all columns total 100 percent due to rounding.
b/ Does not include $21,125 in miscellaneous subgrants.

2. Achieved Project Outputs.

With the exception of SMISSA and Marcelino-Lima, all of the PVOs
identified in the PP received subgrant support., A total of 63,800
new contraceptive users were attributed to these service delivery
projects, All of the PVOs identified in the PP participated in at
least one workshop, and the three major service providers (APROSAMI,
PROFAMILIA, INPPARES) have participated in all of the workshops. A
total of 164 individuals representing 33 institutions in Lima and
throughout Peru were trained in one or more workshops.

A study of current population policy and law was commissioned. At
the request of, and on behalf of the PVOs, the project undertook
advocacy efforts to support 1liberalization of the voluntary
sterilization laws. Finally, the Executive Directors of the PVOs met
at SPF on a monthly basis. A major project accomplishment was
achieved through the zonification sub-project, in which the three
largest gervice providers in Lima coordinated their programs to
reduce duplication of services.

Project outputs ure basically congruent wvwith the quantitative
measures specified in the PP, However, these measures are
insufficient to assess progress in all components, especially that
of institutional strengthening, and they blas project activities
away from that central feature and towards services expansion.

[~
bt



~ 123 -

ANNEX III, Exhibit A

Page 7 of 7

Table 2, below, summarizes the achievement of output targets against

PP-identified benchmarks. It

targets were not specified.

also shows

TABLE 2.
PRIVATE SECTOR FAMILY PLANNING PROJECT (527-0269):

OUTPUT EVALUATION MEASURES SPECIFIED IN THE PP

Achieved

Component

A. Institutional Strengthening:

Contraceptive Users

Medical Personnel

Non-medical Service Personnel
Managers, Administrators, etc.
New Clinical Sites

New CBD Sites (Postg)
Institutional Work Plans
Improved Accounting Systems
Evaluation Plans

Logistical Support System
Development of IEC Materials
Trained IEC Personnel

Sex Education for Young People
Public Seminars

B. Population Policy:
Policy Research Studies
Operations Research Studies

Seminars for Leaders
Publications

Policy Bulletin

Changes in GOP Population Laws

C. Inter-agenrzy Coordination:
Establishment of PCA
Income Generation Training

arge

400,000

650

1,000

200

65

40
Unspecified
Unspecified
Unspecified
Unspecified
Unspecified
Unspecified
4

10

4
10

10

25

1
Unspecified

Operations
Unspecified

areas in which

156,400

61

1,515
169

9

lel

4

3 Workshops
1 Workshop
2 Workshops

8 Workshops, TA

25
1 Subgrant
0

2 Subgrants
2 Subgrants

collaboration w/ INOPAL

2
15
2

Advocacy for
Sterilization

Draft Bylaws

1 Workshop

‘6’)
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INSTITUTIONAL ANALYSIS
OF SIX PARTICIPATING FAMILY PLANNING PVOS

In~depth analyses of the six family planning PVOs, which are the
central participants in this project, were conducted by a team of
external consultants coordinated by the Population Division of the
Office of Human Resources, USAID/Peru. As described earlier, the
six PVOs included four organizations in Lima (APROSAMI, ATLF,
INPPARES, and PROFAMILIA) and two organizations outside of Lima
(CENPROF, in Trujillo, and PLANIFAM, in Cusco). The analyses were
based on review of relevant organizational documents, reports and
other materials prepared wunder the SPF project, structured
interviews with managers and staff, and observations of family
planning service delivery operations. In addition, the six
organizations participated in a strategic planning workshop held by
consultants from the AID/W centrally-funded Family Planning
Management Training ?Project, and materials prepared as part of the
workshop were made available for the institutional analyses.

The institutional analyses focused on three main components of
organizational strengths and weaknesses: administration and
management, financial operations, and programmatic functioning
(family planning service delivery). A family planning market
segmentation study was conducted at the same time, collecting
commodities distribution information from the public, private
commercial, and private voluntary sectors. It also analyzed the
logistics and inventory control systems of the PVOs. Each of the
four analyses summarlzed below was conducted by a separate team of
local consultants.,

A. Administrative and Management Analysis.

The administrative and management analysis focused on two broad
issues:

(a) the organizational capacity of the institution, and

(b) the "fit" between the iustitution and the programmatic

objectives of USAID/Peru's population sector strategy.

It was conducted by a team of two management consultants who visited
each of the gix PVOs and conducted a gstandardized interview with the
executive director and his/her administrative staff, They also
visited the warehouses, clinics, and some rotating posts.

1. Organizational Capacity.

The consultants adopted a business approach to this analysis. They
rated each PV0 on 12 scales measuring different aspects of
organizational structure and functioning. These =scales were
weighted according to their 1importance in develeping and
implementing marketing strategies.
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The rankings showced wide variations among the sceles and among the
PV0y; however, the relative rankings of the PVOs were fairly
consistent acrogs the scales. In general, the PVOs tended to be
strongest in the areas of supplies and procurement (mean score =
60%) and financlal management (mean score = 61%). Most of the PVOs
had logistics and financial management systems in place, but they
require significant improvements. Weakest areas were cost analysis
(mean score = 0) and revenue generation (mean score = 27%). HNot one
PV0O had implemented any cost analysis system, and their revenue
peneration schemes were rudimentary at best and require extensive
development. Table 1, below, presents the meen scores obtained for
each scale.

TABLE 1.
MEAN SCORES BY SCALE

Scale Weight Mean Score
High priority (50 percent):

1. Planning Systems and Capabilities 15 51%

2. Cost Analysis 15 0

3. Financing; Revenue Generation 10 27%

4, IEC/Marketing 10 45%
Medium priority (30 percent):

5. Supplies/procurement 15 60%

6. Management information systems 10 52%

7. Evaluation 5 45%

Low priority (20 percent):

8. Financial management 10 61%
9. Quality assurance 5 39%
10. Relations with outside groups 2.5 55%
11, Personnel practices 2.5 50%

‘.

Table 2 presents the ranking of the six family planning PVOs based
on their overall scores.
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TABLE 2.
RANKING OF PVOS BY MANAGEMENT CAPABILITIES

Asency Total Score
INPPARES 55.1
PROFAMILIA 53.1
ATLF *
PLANIFAM 41,2
APROSAMI 37.3
CENPROF 26.0

* A total score could not be derived for ATLF,
because geveral scales were not applicable.
Its relative ranking on those scales that
did apply was third.

The consistent weakness across all of the agencies evaluated --- in
cost analysis and income generation -~-- poses a considerable
challenge to improving their financial sustainability. The extent
to which an agency carries out cost analyses determines its ability
to 1identify and control costs in an effective manner, Income
generation determines the institution's capacity to identify users'
ability to pay, to modify operations and prices, and ultimately to
move in the direction of better sustainability.

As demonstrated above, nor- of the PV0Os studied has even the most
rudimentary system for c analysis in place. This area is vital.
The lack of internal sel. .wareness of costs coupled with a general
institutional inertia means that any attempt at income generation
will suffer from a lack of information on which to base

determination of prices.

In general, the lack of awareness and institutional development in
these areas srzaks to widesprzad financial 1inertia and is a
constraint to achieving any strategy. In the opinion of the
consultants, the high level of dependency on outside donors observed
among all of the PVOs presents a significant obstacle to achieving
the goals of the project. In order to underline the seriousness
with which AID views sustainability, concrete standards of
performance need to be established for each PV0 and continued AID
funding needs to be integrally related to those standards. To be
successful, the project needs to establish this linkage --- and
separate those PVO that are unable or unwilling to undertake what is

needed.
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As a consequence of this dependency on donors, all of the PVOs share
to a greater or lesser degree the following manapgement problems:
- sgelf-centered instead of market-centered values,
- dependency for leadership on donor agencies and, most
recently, on SPF,
~ lack of a market strategy, and
- to increase production, they tend to disperse already
scarce resources in trying to cover new 2zones, Iinstead of
consolidating and strengthening their existing geographic
coverage.

To succeed financially, a business must position itself well with
respect to its market and to its competition. There are basically
only three marketing strategies avallable, and the company must
adopt one or the other of them:

1. cost leader - Dbecause of technological advances, cheap
labor, efficiency of scale, etc., the company iz able to
offer its product at a lower price than the competition;

2. market segmentation - the company finds a niche not being
served by its competition; this niche may be defined
geographically, by income, or by  other consumer
characteristics; or

3. differentiation - consumers are willing to pay a higher
price for a higher quality product or for a well-known
label.

In a competitive market situation, the PVOs would not be able to
adopt the first strategy, that of cost leader, because they do not
know what their costs are. Given their social orientation of
gerving lower income groups, the third strategy, differentiation, is
also not viable, with the possible exception of the APROSAMI and
INPPARES central clinics, which are relatively well furnished and
located in higher 1income areas, It is not reasonable to attempt to
mount a differentiation strategy around only two service outlets,

In the opinion of the consultants, the only viable market strategy
open to the PVOs is that of market segmentation, targeting thelir
efforts at specific income groups In apecific geographic areas.
Ponor subsidies and commodities permit the PVOs to offer family
planning services at lower than market prices affordable by these
groups, and the areas themselves are relatively unserved by private
physiciang and clinics. Zonification 1s the key to successfual
implementation of a market segmentation strategy. It is critjcal
that each PVO concentrate its efforts in well-defined zones; lcft to
their own devices, the agencies would probably revert to their old
practice of dispersion. Trying to cover larger geographic areas
only increases the agency's complexity without achlieving economies
of scale.
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Orpanizational capacities and market strategies interact 1in =&
synergisiic way such that strengths in one area can compensate for
weaknesses 1in annther, and the whole 1is different than the sum of
its parts. The consultants ranked each PVO into four qualitative
categories as follows:

Group A: good strategy and a strong organization;
characteristics of an excellent organization;

Group B: poor strategy and a strong organization;
characterized by resistance to change and lack of
strategic planning;

Group C: good strategy and a weak organization; characterized
by over dependence on a central executive, obsessed
with growth, and overly opportunistic to short-lived
environmental changes; and

Group D: poor strategy and a weak organization; characterized
by a lack of problem-oriented thinking, defensive
posture, and lack of consistency.

Figure 1, below, presents the current qualitative ranking of each of
the six PVOs., The arrow indicates the most 1likely direction of
future change. '

FIGURE 1.
SUMMARY ORGANIZATIONAL RANKINGS OF THE PVOS

GROUP_A

GROUP B GROUP C
INPPARES* *PROFAMILIA -
PLANIFAM*

*APROSAMI

*ATLF
* CENPROF

GROUP D
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2. Individual Asgsesusments,

APROSAMI. APROSAMI can be clagalfied as a type D organization, It
guffers bhoth f{rom a limited market strategy and an underdeveloped
organizational capacity, Prohlems of personnel motivation and
development negatively impact on 1ts progress. Another important
consideration 18 APROSAMI's primary focus on maternal/child health
(MCH), with family planning seen as a part of that activity rather
than the institution's principle purpose. The executive director is
required to spend time and energy on promoting MCH activities, and
as a result has less time avallable for family planning. With a
better marketing stratepy, APROSAMI could Improve to level C; with a
better organlzational structure and capacity, 1t coulid evolve into
level B. Over the medium term, 1t is not realistic to expect the
institution to improve both 1its strategy and 1ts organizational
capacity.

ATLF. ATLF 13 a level D organization. 1Its exclusive emphasis on
NFP constitutes a severc strategic marketing barrier. The most
logical path for ATLF would be to consolidate its organizational
capablilities, evolving into a level B organization.

CENPROF. CENPROF is classified as a type D organization due to its
lack of internal consistency in its institutional goals. It has
evolved as far as it has, more as a function of donor requirements
on its subprojects than because of any institutional strategy or
decisions. The direction of CENPROF appears defensive and
unmotivated.

INPPARES. INPPARES 1s a typical 1level B organization. Its
clasaification 1s due not so much to a lack of internal organization
as to an Insufficient marketing strategy. INPPARES' direction
confuses bureaucracy with production; its institutional development
focuses on 1internal form rather than orienting 1itself to the
external market. In order to develop into a level A organization,
INPPARES must overcome its weak marketing strategy, which up to now
has not permitted it to improve its income generation. .-

PLANIFAN. PLANIFAM's clasuification as a tpe B organization is
largely circumstantial. The charisma and values of .its executive
director have created a common work ethic amoi..g its staff. However,
given its inherent instituticnal fragility, PLANIFAM runs the risk
of regressing to level D,

PROFAMILIA. PROFAMILIA is a typical level C organization. It owes
its classification to 1its indefatigable executive director, whose
personality is one and the same as the institution's. Its marketing

strategy has succeeded in diversifying 1its donor base. However, as

l'r "
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an 1institution, PROFAMILIA lacks organizational cohesion. If 1t
could improve 1its corganizational capaclticy, 1t could advance to
level B or even level A,

3.Consistency with USAID Strategy.

The aspects of USAID/Peru's population sector strategy that have the
most Important immediate programmatic impacts on the PVOs include
the following:
(1) 1increased availability of ~ ng-lasting contraceptive
methods through expansion of clinical capacity;
(2) muintained availability of temporary supply methods and
WFP; and
(3) improved economic self-sufficlency.
The consultants evaluated each PVO Iin terms of its commitment to
family planning as its sole institutional objective and in terms of
its commitment to long-lasting methods and self-sufficliency. The
leadership was also evaluated in terms of their reaction to USAID's

change in priority emphasis,

Identification with USAID Priorities. The consistency between
organizational objectives and USAID long-term population strategy
was rated as high, utilitarian, or 1low. "High consistency"” PVOs
showed the following characteristics:

~ family planning as the principle institutional objective,

- positive attitude or commitment to long-lasting

contraceptive methods,
- orientation to clinical services, and
- diversification of donors.

The consultants rated three PVOs as showing a high consistency with
USAID strategy objectives: INPPARES, PLANIFAM, and PROFAMILIA. In
the opinion of the consultants, all three agencies have family
planning as their central institutional objective, maintain a stated
and positive attitude towards long-lasting methods, and show a clear
rlinical orientation. With the exception of PLANIFAM, they have a
broad donoi base.

PVOs rated as having a utilitarian identification with US*7D
strategy maintained family planning as complementary to thelr
instituticnal objectives. Only one PVO was rated as showing a
utilitarian identification with USAID strategy: APROSAMI, This
rating was based on the fact that APROSAMI regards family planning
as complementary to its principle objective of maternal/child
health., As a consequence, its institutional commiiment to family
planning appears more passive than the three top-rated PVOs,.
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In {llustration of this point, the consultants comp~ 2d the PVOa in
terms of percentage of all consultations devoted to family
planning. In 1988, only 18 percent of all consultations provided by
APROSAMI werc for family planning, comparced with approximately 50
percent  for  INPPARES, PLANIFAM, and PROFAMILIA, Second, 1in
comparigon with the other three PVOs, APROSAMI charged the lovest
prices for family planning services and commodities. Finally,
APROSAMI appeared to have a greater dependence on its principal
donor, SPF, for programmatic direction, Its three-year plan was
developed by SPF and shows continuing need for technical assistance.

PVOs rated as having low consistency with USAID strategy showed the
following characteristics:
- rejection of all but "natural" family planning (NFP)
methods, especlally long-lasting methods, and
- uncertain or coufused institutional commitment to family
plauning.

Two -PVOs were rated in the lowest category: ATLF and CENPROF, ATLF,
as an agency dedicated exclusively to NFP, shows an obvious
divergenc® from USAID's goal of improving availability of
long-lasting methods, but 1is consistent with the A.I.D. commitment
to the cafeteria approach and maintaining access to temporary supply
methods and NFP,

The case of CENPROF is particularly interesting. It reveals an
uncertain or confused institutional commitment to family planning.
On the one hand, the agency responds to the demands of its donors
and runs the gamut from clinical services to sex education, but on
the other hand, seemingly without an integrated and coherent
institutional service strategy. CENPROF has rented an excellent
facility, which 1is vastly underutilized from the standpoint of
clinical services. 1Its long-term strategy calls for institutional
gtrengthening in administrative systems without clear reference to
feamily planning services goals. Finally, the executive director
appearcd confused as to his priorities. The administrative staff
lacked motivation and appear to be looking to leave the agency. -

B. Financial and Accounting Analysisg.

This analysis was conducted by a local accounting firm. The ceanm
included a senior partner of the firm, certified accountants, and
assistanta. The study evaluated all subprojects financed by SPF
during the period May 31, 1988 - June 30, 1929 and included the
following:

- examination and review of the operations and transactions
effected during the study period to determine the
reasonableness of the expenses charged to the subproject
budgets;

Vb
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- evaluation of the agency's accounting and administrative
nystems;

- verification of the fixed assets acquired with subproject
funds to determine their current status and inventory
repistration;

- evaluation of the activities carried out by agency
administrative perscnnel to identify incompatible functions
which could adversely affect the operation of the agency's
internal control sysatem;

- evaluation of each institution's accounting of funds
donated by SPF, including the procedures utilized in the
preparation of subproject reports; and

- review of external audits and other reports to verify
compliance with the recommendations that had been made.

The conclusions and recommendations focused on three broad areas:
(a) organizational structure and management; (b) purchasing and
inventory; and (c) personnel policies and procedures.

1. Organizational Structure and Manageuent.

General Principles. Given the size and complexity of the#
institutional budgets, each PVO should have a separate accounting
department with an explicitly defined organizational chart, Job
descriptions, and up-to-date procedures manuals, These systems
should make provision for short- and medium-term institutional
growth and ensure adequate internal supervision of all steps of the
accounting process.

Annual budgets with short-, medium-, and long-term goals should be
prepared for the institution as a whole, These 1institutional
budgets should iIntegrate subproject budgets, other sources of
income, and other fixed and recurrent expenses, Budgets prepared
for individual subprojects cannot substitute for institutional
budgets. Ionthly institutional cash flow projections should also be
made and updated, which permit adequate administration of financial
resources and control of the institutional budget. -

The accounting system should be computerized and provide for
periodic reports. Accounts should be 1liquidated at least on a
monthly basis, and at no time should the balance statements be more
than one month out of date. Statements should cover both funds and
donated commodities. All monthly and annual reports should be
reviewed personally by the executive director.

Peruvian law requires that all institutions, including non-profit
organizations, file annual income tax declarations with the

Direccion General de Contribuciones. Althcugh they are not required
by law to do so, it 1is advisable that the agencies' annual reports
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fnclude  revaluationg of thelr fixed aaseto, Although A.I.D.
regulations do not require {t, all PVOs should commlasion annual
independent, external institutional audits in  addition to the
nubproject audits gtipulated by contract. Subproject financial
reviews  should not  be congidered a substicute for plobal
Institutional audits,

Finally, each agency should be appropriately equipped with office
furniture and equipment, a photocopying machine, and a computer.
Insurance policies should be purchagsed for fixed assets and
supplies, tallored tn the characteristics of the activities and
gltuation of cach inatitution.

Organizational and Procedural Manuals. All of the PVOs lack updated
organizational manuals, and their organizationel charts do not
reflect their real structurcs. Procedural manuals are not specified
in sufficient detail. In many cases, the problem stems from the
lack of specialized personnel and/or funds to :ontract external
services. In some cases, the study 1iden%ified incompatible
personnel  functions originating from the 1lanrk of procedural
manuals, For example, at APROSAMI the Administr:.)r 18 responsible
for processing checks and making purchases. At PROFAMILIA, a single
person prepares and processes the payroll without any separate
review.

Annual Budgets and Cash Flow. Only INPPARES and PROFAMILIA have
prepared institutional budgets; the others (ATLF, APROSAMI, CENPROF,
and PLANIFAM) have never prepared global budgets. With the
exception of INPPARES, none of the PVOs appear to have prepared
either monthly or quarterly cash flow projections.

Financial Statements. Three of the PV0s (APROSAMI, INPPARES, and
PROFAMILIA) prepare annual institutional balance sheets. The other
three PVOs (ATLF, CENPROF, PLANIFAM' do not prepare annual
institutional reports and, as a consrquence, have not prepared
legally «certified income tax declarations, None of the PVOs
prepares carefully analyzed monthly financial statements. Generally
apeaking, their accounting activities are focused on preparing
subproject financial reports required by their donors.

There appears to be a number of deviations from accepted accounting
procedures on the part of the PVOs. For example, APROSAMI debits
depreciati. from its institutional assets account, &and PLANIFAM
does not calculate depreciation at nll. Only APROSAMI and PLANIFAM
revalue their fixed assets; the other PVOs do not. Only INPPARES
and PROFAMILIA keep their accounting registers up to date; the other
PVOs do not.
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In genernl, the PVOs' accounting systems are not computerized. ATLY
and PL.NIFAM do not have computers, and not all of the PVOs have
adequate accounting noftware,

Institutional Audita, Only TNPPARES conducts independent
fnstitutional audits, although individual subprojects have been
partially examined by their respective donors.

Liquidation of Expenses. None of the PVOs liquidates expenses on
time, in keeping with the time tables ostipulated 1In thelr
subcontracta., A selective review of the PVOs turned up isolated
casens at APROSAMI, INPPARES, and PROFAMILIA, in which payments could
not be adequately substantiated by the files.

2.Purchasing and Inventory.

General Principles. All the PVOs make substantial purchases of
consumable office and medical supplies, as well as 1infrequent
purchases of non-cxpends.le equipment. Sound procurement practices
should 1include bulk purchases whencver possible and obtaining at
least three competing bids for all purchases above a certain
amount., Bilds should be dated and submitted in writing and filed for
future reference.

A maximum amount for purchases from petty cash should be established
and reviewed periodically. Vouchers for payments made from petty
cash should be signed by the cashier and the staff member receiving
payment; whenever posusible, vendors' receipts shculd also be
collected. Purchase orders for all purchases above the petty cash
ceiling should be prepared and submitted to the vendor, with coples
filed in the accounting department. Filled orders should be
validated against theli original purchase orders; delivery involces
should be obtained, and vendor receipts should be stamped "paid"®
when payment is  made. All documents associated with each
transaction should be coded with a common identification number and
filed for future reference. -

Agencles should maintain adequate inventory centrol of supplies and
fixed assets, This 1includes 1logging each receipt 1in at the
warchouse or central receiving point before making distributions.
Similarly, all distributions should he logged out as they are made
and the inventory of consumable supplies updated on a regular
basis. Fixed assets (furniture, equipment, etc.) should be tagged
with an identification number, and the inventory updated at least on
an annual basis.

{x
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Yindinwy.

Procurement . None of the PVOs  follows a routine practice of
noliciting blda from different venders prior to purchasning oupplico
or e¢quipment, In some cases, verbal bids are requeosted, but never
as part of an adequately orpanized syantem. Four of the PVO0g
(APROSAMI, ATLF, INPPARLES, and PROFAMILIA) prepare purchase ordery;
CENPRO¥ and PLANIFAM do not prepare purchase orders. In the case of
INPPARES, the purchase orders prepared by the agency are not
forwarded to the aupplier. Three of the PVOs (APROSAMI, ATLF, and
PLANIFAM) do not properly document recelpt of purchased supplies and
cquipment,

The value of the inventory of consumable supplles, 1.e., stock on
hand, should bhe included in the financlial balance sheets. Two PVOs
(ATLF, CENPROF) do not include the value of any of their inventory
~-=- nelther purchased nor donated supplies --- on their balance
sheets., Three PVOs (APKOSAMI, (iivt'ARES, and PROFAMILIA) include
purchased supplies but do not w«r.iign monetary values to donated
contraceptives,

Fixed Asasets, Two PVOs (ATLF, PLANIFAM) do not tag the
non-consumable equipment purchased with donated funds and,
consequently, do not have a system of Iinventory control. The
remaining PVOs have appropriate systems of internal control, but
they are limited In scope and could be improved.

Only two PVOs (APROSAMI, INPPARES) carry insurance policles agalnst
theft, loss, and other risks., The other PVOas (ATLF, CENPROF,
PLANIFAM, e&end PROFAMILIA) do not <carry any kind of property
insurance,

3. Personnel Policles and Procedures.

General Principles. Under Peruvian 1abor 1law, employees acquire
"stable" employment status after three months on the job, as a
result of which they are entitled to social benefits, additional
compensation, and termination benefits. The only exceptions to this
rule are workers hired under emergency contracts ("PROEM") and
workers given one-time fixed-term contracts. However, should a
fixed-term contract be renewed, under current legislation, the
worker immediately acquires stable status.

For adequate personnel and payroll management, the employer should
maintain a personal record for each worker on the payroll, including
a certified statement from the worker listing his/her dependents and
all sources ot income. The law requires that the employer deduct

LN
1A%
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fncome taxen from cach worker, based on his/her total remuneration
(Including overtime and oalary supplementu) and fanily nilze.  The
employer {u alwo required to pay 1nuto soclal security and other

voclal benceflity,

Cood payroll management dictuates that cach employee should 111 out
and oign a dafly time sheet, which in turn {g reviewed and approved
by hius/her lmmediate osupervisor., If the agency's personnel policy
includes deductions  for tardiness or absence, these deductions
should be made by the payroll office before payment {s made to the

worker.

Eindinpa.

Contracts, Two PVOs (CENPROF and PLANIFAM) maintain personnel on
fixed-term contracts to keep them from acquiring "stable" employment
atatus. These contracts are constantly renewed, Under current
legislation, these ecmployces have acquired employment stabllity
degpite thelr contractual status,

Employee Time sheets. None of the six PVOs follows the contractual
gtipulations to maintain signed time shcets for employees pald with
gubproject funds,

Payroll Deductions, Three PVOs (ATLF, CENPROF, and PROFAMILIA)
maintain full-time perconnel whom they pay as though they were
independent professionals. The agencies deduct only S percent
income tax for these employees. Instead, these employees should be
included on the agency's staff roster and arc subject to all of the
withholdings and benefits assigned by law.

TABLE 3.
SUMMARY OF FINANGCIAL REVIEW: INTERNAL CONTROL SYSTEMS
APRO CEN-~ 1INPP PLAN PRO-
Criteria Points SAMI AILF PROF ARES JFAM FAMILIA Mean
Accounting 20 12.0 3.5 5.5 19.0 3.5 16.0 50%
Structure 10 3.0 4,5 3.0 3.5 4.5 2.0 34%
Planning 10 - - - 8.5 - 3.0 19%
Procurement 15 10.0 6.0 6.0 10.3 6.0 11.5 55%
Personnel 18 14,5 12.0 12.5 16.5 13.5 14.0 77%
Treasury 10 8.5 8.0 9.5 8.0 9.5 8.0 86%
Agreement Compl. 12 8.4 8.4 8.4 8.4 8.4 8.4 70%
Other 5 4.0 0.5 1.5 4.5 1.5 4.0 53%

- —— e e ——— e - s it o

Agency Total 100 60.4 42.9 46.4 78.7 456.9 66.9
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C. Programmatic Analysis.

The programmatic analysis was conducted by a two-person team
consisting of a family planning physician from a Lima-based PVO not
scheduled to participate In the PVFP project and an evaluation
specialist., They visited each of the six PVOs during the month of
July, 1989. The analysis focused on five programmatic aspects of
gervice delivery: (a) physical facilities; (b) medical equipment and
furnishings; (c) service delivery personnel; (d) productivity =znd
cost recovery; and (e) patient flow., The first three relate to
quality of care and the last two to sustainability,

1. Physical TFacilities.

In general, the PVO clinics presented at least the minimum physical
requisites for IUD inserticn 1in terms of space, illumination,
utilities, and cleanliness. Some problems were noted in the
surglcal facilities being readied to offer voluntary surgical
contraception. JFor example, the APROSAMI site is a bit cramped and
suffers from freguent power outages due to rationing in the zone.
The INPPARES facility has a wood parquet floor that should be taken
up or covered with tile to allow easler cleaning.

The conditions of the rotating posts reflect the communities in
which they are located. Those located in community facilities tend
to be of better construction and sometimes have electricity, water,
and bathrooms, Those located in promoters' homes, especially in the
pueblos Jovenes, are poorly constructed and lack electricity, water,
and bathrooms, Minimal but adequate privacy 1is ensured by placing
screens or curtains around the patient examination area.

To compensate for the lack of running water, service delivery
personnel have to bring their own water, as they do already with
their medical equipment. The lack of bathrooms is harder to remedy;
international consultants have suggested that as a minimum, IUD
insertion sites should have bathrooms available for patient use; and
some patients complained about the lack of this facllity. One
golution might be to construct or remodel a latrine in the
promoter's yard and pay her a small fee for keeping it clean and
making it available to clients, Alternatively, given the low rates
of complications observed so far, it may be necessary to accept the
fact that posts located in pueblos jovenes will not have bathrooms
and take speciel precautions that the equipment and linens brought
from the clinic be thoroughly sterilized.
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TABLE 4.
SUMMARY OF REVIEW OF PHYSICAL FACILITIES

Agency Nu. Owner. Space Electricity Watey

A. Central Facilities:

APROSAMI 2 rent insufficlent insufficient adequate
ATLF 1l rent adequate adequate adequate
CENPROF 2 rent adequate adequate adequate
INPPARES 6 own adequate adequate adequate
PLANIFAM/CUSCO 1 rent insufficlent 1insufficient adequate
PLANIFAM/PUNO 1 rent adequate adequate insufficient
PROFAMILIA/CLINIC 1 rent adequate adequate adequate
PROFAMILIA/MODULE 4 own adequate adequate insufficlent
B. Rotating Posts:

APROSAMI 30 loan insufficient none none
ATLF 1 loan adequate adequate adequate
CENPROF 6 loan adequate adequate insufficient
INPPARES 60 loan insufficient none insufficient
PLANIFAM/CUSCO 5 rent insufficient insufficient none
PLANIFAM/PUNO 8 loan adequate none none
PROFAMILIA 30 loan insufficient insufficient insufficient

2. Medical Equipment and Furnishings.

In general, the clinical facilities of all the PVOs --~ both clinics
and rotating posts --- were equipped with at least the minimum
necessary for carrying out gynecological examinations and inserting
JUDs., PLANIFAM/Cusco needs a few basic equipment items to bring 1its
-elinic up to the norm. The consultants also recommended that the
ATLY field installations be equipped with electrocautery equipment
8o that they can provide that service locally instead of referring
patients to their central facility, and thus provide another
potential source of income for the institution.

Four PVOs either are planning to open facilities for voluntary
surgical contraception (VSC) or could open a surgical facility with
minimal modifications of their current physical plant. They include
APROSAMI, CENPROF, INPPARES, and PROFAMILIA. At the moment, none of
them possesses the necessary equipment to deal with emergency
complications such as cardiac or respiratory arrest. These
deficiencies will be brought to the attention of the appropriate CAs
(AVSC and JHPIEGO) before the facilities are opened.
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3. Service Delivery Personnel.

To evaluate the level of knowledge iregarding the institution's
philosophy and goals, as well as specific contraceptive methods
among the service delivery personnel, the consultants applied a
vritten test that had been developed previously by the Population
Council's INOPAL project for use with CBD distributors and validated
in Lima at INPPARES. In general, service delivery personnel showed
reagsonable familiarity with institutional philosophy, but almost
total unawvareness of service delivery targets or goals. With the
exception of ATLF (which offers exclusively NFP), service delivery
staff were knowledgeable about modern contraceptive methods.

TABLE 5.
SUMMARY OF EVALUATION OF SERVICE DELIVERY PERSONNEL

. Knowledge Concerning: Training
Agency No. Agency Targets Methods Needs
APROSAMI 15 adequate none adequate Supervisors
ATLF 7 complete insufficient insufficient Instructors
CENPROTF 6 adequate insufficlent complete Physicians
INPPARES 23 adequate insufficient complete Reception.
PLANIFAM/CUSCO 10 adequate insufficient complete Nurses,

Midwife
PLANIFAM/PUNO 4 insufficient insufficient adequate All
PROFAMILIA 20 inrufficilent none adequate All

4, Productivity and Cost Recovery.

In this analysis, the consultants attempted to quantify the service
capacity, production, costs, and cost recovery associated with each
PVO's clinic and rotating medical posts. Given the deficiencies in
all of the PVOs' information systems (including both accounting and
service statistics), as discussed earlier, the following analyses
should be considered as preliminary and subject to modification as
better data become available, As a follow-up to the present
analysis, a detailed cost study of all of the PVOs will be a
priority activity during Project Year (PY) 1.

Utilization of Installed Capacity. The installed capacity of a
clinical service delivery outlet is a function of the nunber of
consulting areas available, the number and configuration of service
delivery staff, the hours the facility is open and staff available,
and the clinical services provided. Different clinical procedures
(IUD insertion, check-up, Pap smear, etc.) require different
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amounts of time to complete, and different staffing configurations
(physician alone, physician plus auxiliary) are capable of producing
different levels of output. The consultants devised a standard
consultaticn "unit"; they rated each procedure in terms of units
required, and each staffing configuration in terms of maximum unit
output, Table 6, below, presents the unit values of each clinical
procedure and the production capacity of each staff configuration,

TABLE 6.
DETERMINATION OF CLINICAL FIXED CAPACITY

Unit Staff Units/
Clinical Procedure Value Configuration Hour
Check-up 1.0 Physician alone 4
IUD insertion 2.0 Physician + auxiliary 5
'Pap smear 0.5 Midwife 4
Electrocauterization 2.0
Other procedures 0.5

Thus, a team of a physician and an auxiliary in two hours could
perform 10 check-ups, or 5 IUD insertions, or 4 check-ups and 3 IUD
irsertions, etc. '

In all of the facilities surveyed, the limiting factors were numbers
of staff and hours worked (in other words, none of the programs mrde
the mistake of employing more staff than available consul.ing
areas), As can be scen in Table 7, clinic capacity ranged from more
than 4,000 consultation units per month (INPPARES clinic and the
four PROFAMILIA modules) to 400 wunits per month (PROFAMILIA
clinic). The capacity of the rotating post programs ranged from
1600 units per month (PLANIFAM) to 400 units per month (CENPROF).

Client utilization was calculated from program service statistics.
Optimal utilization of a full-time, full-service elinic would be 85
percent (allowing a margin to prevent overcrowding during peak
hours) and 85-90 percent for a rotating post., Utilization rates
above optimal levels suggest that the installed capacity should be
expanded. Utilization rates below 50 percent suggest that installed
capacity could be reduced (by reducing staff or hours) to save costs.

Clinic wutilization rates ranged from 76 percent (INPPARES) to 16
percent (PROFAMILIA clinic). Two of the clinics (PROFAMILIA and
PLANIFAM) should definltely consider cost saving measures. In the
casc of PROFAMILIA, the consultants recommended moving the clinic to
a location closer to the clients served by its outreach program.
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Post utilization rates ranged from 99 percent (INPPARES) to 35
percent (PLANIFAM). INPPARES should consider expansion of post
capacity, preferably by Increasing frequency from the present two
sesgions a month to weekly sessions. PLANIFAM should consider
reducing post capacity, perhaps by reducing the number of biweekly
posts or by relocating them. APROSAMI, ATLF, and CENPROF should
improve their promotion cfforts. (Since ATLF field posts offer only
NFP and reproductive hecalth services, they might consider reducing
installed capacity.)

TABLE 7.
PRODUCTIVITY AND COST RECOVERY

APRO CEN~ INPP PLAN PROFAM. PROFAM. ATLF

Category SAMI PROF ARES IFAM CONSULT MODULES (1)
A. Central Clinics:

Installed Capacity 1520 800 4400 720 400 4960 -
% Utilization 0.63 0.66 0.76 0.32 . 0.16 0.54 -
Fixed Cost/Consult. 5143 2488 2668 2972 3180 1292 -
% Cost Recovery (2) 0.09 0.84 0.42 0.06 0.11 0.48 -
B. Rotating Posts: :

Fixed Capacity 900 400 1440 1600 1200 - 600
% Utilization 0.57 0.52 0.99 0.35 0.78 - 0.42
Fixed Cost/Consult. 4906 5203 5854 2394 4757 ~ 4657
% Cost Recovery (2) 0.03 0.04 0.03 0.06 0.07 - 0,03

Notes: (1) Offers only NFP and reproductive health services.
(2) Expected income if all clients paid posted fees.

Cost Recovery. Cost recovery is a central feature of
sustainability. Program managers need to know how much it costs to
run their facility and how much income they can expect to generate.
Cost recovery is simply the ratio of income to cperating expenses.
The ratio can be improved by reducing costs and/or increasing income
--- the latter by raising prices and/or increasing prodvctivity
(leading to economies of scale).

As was revealed in the financial analysis, none of the PVOs have
accurate cost information available. Therefore, the results of the
following cost recovery analysis are preliminary at best and must be
validated by further study. One important source of information
that will soon be available is the evaluation of the Lima
zonification project, being performed by the Population Council

'(}“
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INOPAL Project. That study will include detailed cost data and cost
effectiveness measures for clinics and rotating posts operated by
APROSAMI, INPPARES, and PROFAMILIA. Some ot the early findings are
discussed in the economic analysis. (See Annex VI.)

A full cost recovery analysis must consider both fixed and variable
‘program costs, and actual and potential productivity. Fixed costs
include those expenditures incurred as part of the maintenance of a
facility and its staff, regardless orf productivity. For example,
the rent paid on a clinic is the same, regardless of whether one are
100 patients are served. Variable costs ure incurred as a result of
services delivered and vary directly with productivity; they include
consumable medical supplies (gloves, alcohol, etc.) and promotion.

The consultants estimated costs and income as best they could from
existing program data. Fixed costs included the facility, equipment
and furnishings, health personnel, administration, and
transportation, Facility costs were estimated from the monthly rent
or 'as 4 percent of the value of the facility. The rent was
prorated, if the facility was shared with other service centers.
Program directors were asked to estimate the replacement value in
dollars of medical cquipment and furnishings; these were depreciated
at a constant 10 percent annual rate converted to intis on a monthly
basis. Health personnel included those directly involved in patient
contact --- physicians, nursing staff, midwives, social workers, and
receptionists., Administrative costs wvere based on administrative
staff payroll, prorated by the program director among the clinic,
rotating posts, and other service cost centers. Transportation
costs included fuel and maintenance, drivers' salaries, and vehicle
depreciation (10 percent per year for the first five years, 20
percent thereafter), prorated among the various programs.

Variable costs included consumable supplies and the cost of
promotion. Arbitrary costs of $1.00, $0.10 and $0.20 were assigned
to IUuD insertions, check-ups, and electrocauterization,
respectively. Promotion costs were derived from sales ot the CBD
distributors, who are the major source of reference for the rotating
posts. Clinic promotion costs were calculated at 5 percent of CBD
proceeds and rotating posts at 20 percent.

Income was derived from patient fees. With the exception of one PVO
(PLANIFAM), none of the agencies could furnish these data.
Therefore, the consultants asked each facility for its fee structure
and estimated the income that would have been generated if all the
patients registered in the service statistics had paid the full
fee. This estimate may overestimate actunal income by several orders
of magnitude. On many occasions, observers have reported that many
patients either are never askcd to pay or pay only a portion of the
posted fee. Furthermore, in some of the PVOs, the prices quoted
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represent recent Iincreases that went into effect after the study
period.

TABLE 8.
PVO FEE SCHEDULES

APRO CEN- INPP PLAN PROFAM  PROFAM

Service SAMI PROF ARES JIFAM CLINIC MODULES AILF
A. Clinics:
Consultation 700 4500 2000 300 2500 1500
IUD Insertion 2300 8000 2000 3000 3000 1500
Cauterization 3000 9500 4000 5000 5000
Pap Smear 3000 8000 2000 3000 3000 2000
Other 6500 1875

’
B. Rotating Posts:
Consultation 300 500 200-300 200 500 300
IUD Insgertion 300 1000 800 3000 1000
Cauterization 5000 5000
Pap Smear 3000 4000 1000-1800 3000 1000 400

Most PVOs charge more for a service delivered in their clinic than
for the same service delivered at a rotating post, on the premise
that the posts serve a lower-income clientelle. However, there is
l’ttle consistency from one agency to another: the price of a simple
consultation ranges from 700 to 2500 intis in Lima, and the highest
price of all is charged in Trujillo. Furthermore, it could not be
determined how much clients were actually paying.

Assuming that all clients pay the posted fees (which is almost
certainly not the case), cost recovery varies widely by PVu, with
clinics recovering more of their costs than rotating posts. Clinic
rates range from a theoretical high of 84 percent (CENPROF) to a low
of 6 percent (PLANIFAM), and most of the posts average below 5
percent (PROFAMILIA shows a high of 7 percent).

Potential for Self-Sufficiency. It is obvious from the preceding
analysis that at the present time, none of the PVOs is anywhere near
self-sufficiency. Illowever, given as productivity is also low, it is
not clear how much better the situvation would be if utilization
rates were higher. For this analysis, we calculated the minimum
fixed cost of delivering one consultation unit at each facility,
assuning that the facility operated at 100 percent of its current
installed capacity. That is, we divided the total fixed costs of
the facility by its total installed capacity.
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The results of this analysis are presented in Table 9. We find that
there is great variation among the PVOs; indeed, for three of the
five PVOs that operate both clinics and rotating posts, the minimum
fixed unit costs are higher in posts than in clinics.

TABLE 9.
MINIMUM FIXED UNIT COSTS
(in July 1989 Intis)

APRO CEN- INPP PLAN PROFAM PROFAM

Service SAMI PROF ARES IFAM CLINIC MODULES ATLF
A. Central Clinics:

Facility 230 475 11 139 1000 7
Equipment & Furniture 73 68 30 77 187 47
Health Personnel 1421 749 1415 756 1141 781
Administration 3360 1007 1212 1681 931 204
Transportation 59 189 0 _320 0 _252
Total 5143 2488 2668 2972 3180 1292

B. Rotating Posts:

Facility 36 18 62 48 25 - 53
Equipment & Furniture 214 18 220 37 154 - 73
Health Personnel 1490 864 1844 976 1372 - 1740
Administration 2270 2685 1852 757 776 - 1825
Transportation _896 1515 1876 576 2431 - _957
Total 4906 5203 5854 2394 4757 - 4647

These results raise a number of important questions. First, are the
data correct. This can be answered only by further study. Assuming
that the data, if not completely correct, are representative, we
must then ask why there is so much variation from one PVO to
another, why post costs are higher than clinic costs, and what the
implications are for sustainability. ‘
Examination of the cost structure of the different facilities leads
to scveral important, 1if tentative, conclusions. First, some
administrative costs are too high: 65 percent of APROSAMI's clinic
unit cost goes to overhead, as does 52 percent of CENPROF's post
cost. Second, it appears cheaper to own than to rent: less than 1
percent of INPPARES' clinic cost goes to facility (owned), compared
to 31 percent of PROFAMILIA's clinic cost (rent). Third, post unit
costs are hipgher than clinic unit costs because of higher relative
equipment costs (less possibility of economies of scale) and because
of higher transportation costs. PROFAMILIA's office is located at a
considerable distance from its community program, and as a result,
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51 percent of 1its post cost goes to transportation, compared to 18
percent of APROSAMI's post cost (PROFAMILIA's cars are also very old
and need frequent repair).

TABLE 10.
COST DISTRIBUTION AS PERCENTAGE OF FIXED OPERATING COSTS

APRO CEN- INPP PLAN PROFAM PROFAM

Service SAMI PROF ARES IFAM CLINIC MODULES ATLE
A. Central Clinlcs:

Facility 0.04 0.19 0.00 0.05 0.31 0.01
Equipment & Furniture 0.01 3$.03 0.01 0.03 0.03 0.04
Health Personnel 0.28 0.30 0.53 0.25 0.36 0.60
Administration 0.65 0.40 0.45 0.57 0.29 0.16
Transportation 0,01 0.08 0.00 0.11 Q.00 0,20
Total 1.00 1.00 1.00 1.00 1.00 1.00

B. Rotating Posts:

Facility 0.01 0.00 0.01 0.02 0.01 - 0.01
Equipment & Furniture 0.04 0.02 0.04 0.02 0.03 - 0.02
Health Personnel 0.30 0.17 0.32 0.41 0.29 - 0.37
Administration 0.46 0.52 0.32 0.32 0.16 - 0.39
Transportation 0.8 0.29 0,32 0,24 0,51 - 0..1
Total 1.00 1.00 1.00 1.00 1.00 - 1.00

In terms of sustainability, it appears that with appropriate cost
centainment and high productivity, clinic facilities can approach
self-sufficiency through patient fees. Four clinics (CENPROF,
INPPARES, PLANIFAM, and PROFAMILIA modules) already show minimum
unit fees of less than $1.00 (with the exception of PLANIFAM, less
than $2.00 at current productivity levels). Market studies are
needed to determine how high the fees can be set, and a sliding
scale may prove effective. R
Second, it 1Is clear that posts are inherently more expensive to
operate than clinics, and given lower client income, they can never
rcasonably expect to become self-sufficient through patient fees.,
Post programs must strive to achieve higher productivity and greater
justalled capacity (perhaps through longer and/or more frequent
sessions at popular post sites) to attain better economies of
scale. Increased use of nurse auxiliaries and midwives at post
locations should also be studied as a way of containing costs. Even
in the best programs, rotating posts will require external operating
subsidies, c¢ither from donors or from PVO income-generating
activities.
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5. Patient Flow.

Given the suboptimal utilization rates in clinic facilities,
observed patient walting time was generally within reasonable
limits., In some of the facilities, patients began to arrive before
the physiclians, producing an initial backlog at the beginning of the
sesgion, Similarly, the post sesslons that were observed did not
present major problems in patient flow., Given these observations,
and the urgency of other problems, formal evaluations of patient
flow do not appear warranted at this time in any of the PVOs,

/2]

D. Commodities and Logistics Analys

Information for this analysis was collected by a local consultant
with previous experience in PVO family planning programs, who
visited each of the five PVOs which distribute modern contraceptive
methods: APROSAMI, CENPROF, INPPARES, PLANIFAM, and PROFAMILIA.
These visits were conducted during the months of May-June, 1989,

The study was originally deslgned to collect monthly movement of
contraceptives out of and into the agencies' warehouses and to
compare these totals with the amounts actually delivered to family
planning users by CBD distributors and supervisors and clinlcal
staff. However, not all of the agencies had previously summarized
thelr warehouse movement, and the service statistics formats varied
from agency to agency.

Therefore, 1t was decided to confine the study to movement of
commodities out of central agency warehouses. For each institution,
monthly comnodity shipments from the agency's central warehouse to
distribution outlets were recorded for the calendar years 1988 and
1989; in the case of INPPARES, only annual totals were available.
Commodities dellvered to users were not recorded. Therefore, it Is
possible that the warehouse shipments either overestimate
distribution to users (if stock on hand increased during the period)
or underestimate distribution to users (if stock on hand decreased
during the period). However, this is the only standard measure that
could be applied to all PVOs.

1. General Conclusions,

Annual conmodity movements out of central agency warehouses are
presented in Tables 11 (for 1987) and 12 (for 1988), listed by
contraceptive method and PVO.

Py
s
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APRO CEN- INPP PLAN PRO-~
Destination SAML PROF ARES IFAM FAMILIA
Method: IUD
Own Services 893 240 27971 363 2577
Other Institutions 0 0 25200 0 1300
Commercial 112 76 33332 0 o}
Miscellaneous 1 0 435 0 13
Total 1006 316 86938 363 3890
Method: Pills
Own Services 87709 9932 438893 10200 65300
Other Institutions 0 0 69420 0 200
Commercial 554 0 51142 0 0
Miscellaneous 0 0 1670 0 200
Total 88265 9932 561125 10200 65700
Method: Condoms
Own Services 1818360 59011 3241644 173000 47700
Other Institutions 0 0 724991 0 67000
Commercial 61325 133430 1174202 0 36000
Miccellaneous 298 0 2762 0 8
Total 1879983 192441 5143599 173000 150708
Method: Foam/Jelly
Own Services 22716 6003 3708 3474 1858
Other Institutions 0 0 2402 0 1412
Commercial 2404 1179 1471 0 0o .
Miscellaneous 7 0 146 0 2
Total 25127 7182 7727 3474 3272
Method: Vaginal Tablets
Own Services 0 0 23040 0 15460
Other Institutions 0 0 0 0 0
Commercial 0 0 0 0 0
Miscellaneous [1] 0 0 0 2
Total 0 0 23040 0 15462

Total

32044
26500
33520
—-449
92513

612034
69620
51696

1870

735220

5339715

791991
1404957

—3068
7539731

37759
3814
5054

—155
46782

38500
0
0

—2
38502

no
L
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TABLE 12.

DISTRIBUTION OF COMMODITIES
BY FAMILY PLANNING PVOS, 1988

APRO CEN- INPP PLAN PRO-
Destination SAMI PROF ARES IFAM FAMILIA Total
Method: IUD
Own Services 1610 405 36693 146 4512 43366
Other Institutions 30 0 15214 0 7 15251
Commercial 394 1990 9573 0 81 12038
Miscellaneous 189 0 793 _0 0 982
Total 2223 2395 62273 146 4600 71637
Method: Pills
Own Services 79200 11207 439020 15744 63400 608571
Other Institutions 5000 0 52144 0 15000 72144
Commercial 3367 2104 26292 0 200 31963
Miscellaneous 426 0 6359 35 0 6820
Total . 87993 13311 523815 15779 78600 719498
Method: Condoms
Own Services 856173 369695 3725867 25700 131100 5108535
Other Institutions 129 0 514924 0 11300 526353
Commercial 670254 70972 54763 0 16200 812189
Miscellaneous 3136 Q 3213 280 0 6629
Total 1529692 440667 4298767 25980 158600 6453706
Method: Foam/Jelly
Own Services 10355 2386 5090 2774 2637 23242
Other Institutions 0 0 0 0 6 6
Commercial 11122 132 0 0 202 11456
Miscellaneous 11 Q 0 201 0 319
Total 21595 2518 5090 2975 2845 35023
Method: Vaginal Tablets .
Own Services 130600 64365 423854 23518 54920 697257
Other Institutions 336 0 50509 0 2200 53045
Comnercial 56175 28800 22032 0 9400 116407
Miscellaneous 3217 0 8480 280 0 9087
Total 187438 93165 504875 23798 66520 875796
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It can be seen that agencles differ widely in quantities moved. As
expected, INPPARES showed the greatest movement, accounting for 87
percent of the IUDs, 73 percent of the pills, and 67 percent of the
condems moved in 1988. With the exception of vaginal foaming
tablets, total movement of all contraceptive methods decreased from
1987 to 1988, although the agencies reported serving more family
planning wusers. In most cases, only the two largest agencles
(INPPARES and APROSAMI) reported decreases in stock moved, while the
smaller agencies (CENPROF, PLANIFAM, and PROFAMIL1A) reported
increases. This net decline may reflect overstocking in 1987 and a
subsequent decrease in inventories in 1988,

Table 13 summarizes annual movement of commocdities by method and
destination for all five PVOs.

TABLE 13.
DISTRIBUTION OF COMMODITIES BY FAMILY PLANNING PVOS
1987 1988
Destination Total % Total Total % Total
Method: 1UD .
Own Services 32044 0.35 43366 0.61
Other Institutions 26500 0.29 15251 0.21
Commercial 33520 0.36 12038 0.17
Miscellaneous 449 0,00 982 0.01
Total 92513 1.00 71637 1.00
Method: Pills
Own Services 612034 0.83 608571 0.85
Other Institutions 69620 0.09 72144 0.10
Commercial 51696 0.07 31963 0.04
Miscellaneous 1870 0.00 6820 Q.01
Total 735220 1.00 719498 1.00
Method: Condoms .
Own Services 5339715 0.71 5108535 0.79
Other Institutions 791991 0.11 526353 0.08
Commercial 1404957 0.19 812189 0.13
Miscellaneous 3068 0,00 ___ 6629 0.00
Total 7539731 1.00 6453706 1.00 -
Method: Foam/Jelly
Own Services 37759 0.81 23242 0.66
Other Institutions 3814 0.08 6 0.00
Commercial 5054 0.11 11456 0.33
Miscellaneous 155 0.00 _ 319 0,01
Total 46782 1.00 35023 1.00
Method: Vaginal Tablets
Own Services 38500 1.00 697257 0.80
Other Institutions 0 0.00 53045 0.06
Commercial 0 0.00 116407 0.13
Miscellaneous 2 0,00 9087 0.01

Total 38502 1.00 875796  1.00

|
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Significant quantities of contraceptives were delivered to non-PVO
service outlets, including other institutions (often municipalities
and other public sector outlets) and the commercial sector
(including private physiclans, factoriles, and "marketing" activities
carried out by PVO personnel). Totals range from 65 percent of all
IUDs moved in 1988 to 15 percent of all pills moved in 1988, These
do not include commodities originally delivered to PVO clinical and
CBD outlets which may have been subsequently marketed.

The study also revealed a number of deficiencies in management of
commodities and logistics that were common to all PVO0s. They
included the following:
- at the level of the central warehouse, none of the PVOs
maintain systematic reports of the movement of
contraceptives, although all keep records in one form or

another;
— none of the PV0s validate their service statistics (users

served, commodities distributed to users) against the
warehouse shipments;

- the official reports published by the PVOs do not coincide
with the information obtained from the warehouses; and

- all PVOs need technical assistance to develop, install, and
maintain adequate logistics control norms and procedures.

2. Individual Findings.

APROSAMI maintains a card file in 1its warehouse which records
movement into and out of the warehouse, Due to overstocking, in
some months, the quantity of outdated commodities returned to the
warehouse exceeds the amount distributed out of the warehouse. In
addition to its Lima operations, during the period 1987-1988,
APROSAMI sent commodities to Arequipa, Cajatambo, Huacho, and Piura.

CENPROF registers warehouse shipments separately for supervisors,
posts, and physiclan offices. Balance sheets for supervisors and
physician offices are prepaved separately by a controller.
CENPROF's IUD "marketing" and CBD activities extend as far as the
city of Tumbes.

INPPARES maintains a computerized logistics system, hut the data are
not cleaned and are therefore unusable. The warehouse also
maintains manually derived annual totals of commodities moved, which
formed the basis of the present study. In addition to its central
warchouse, INPPARES stocks 14 regional warehouses: Arequipa,
Ayacucho, Cajamarca, Callao, Chiclayo, Chimbote, Ica, Ilo, Iquitos,
Juliaca, Moquegua, Piura, Tacna, and Tumbes,
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PLANIFAM's central warchouse 1is too small to store its Inventory,
commodities recelved are transferred i1immediately to storerooms
located in each of {its five service outlets, The two largest
storerooms supply the other three. Each storeroom keeps its own
records, and there is no feedback or consolidation at the central
level. Shipments to Puno are recorded in Cusco.

PROFAMILIA. Due to the recent move of PROFAMILIA's administrative
offices, it appears that some of the warehouse records have been
lost or misplaced. The warehouse figures often differ substantially
from the officlial reports; sales and shipments to provincial
programs are entered under the Lima CBD program. During the period
1987-1988, PROFAMILIA shipped commodities to Canete, Huancayo, Mala,

and Tingo Maria.

(s
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INSTITUTIONAL ASSESSMENT OF PRISMA

A, Background.
Proyectos en Informatica, Salud, Medicina y Agricultura (FRISMA) was
legally constituted in Peru as a charitable association in April
1986, It was registered in the Lima Public Reglstry for Reglstered
Associations in Peru on June 5, 1986. It is also registered with
the Ministry of Health, the National Planning Institute (Registry of
Private Non-profit Institutions Receiving International Technical
Cooperation in Welfare and Culture), and the Ministry of Economy and
Finance as a tax-exempt organization and as an institution to which
donations are tax deductible. DPRISMA was granted a certificate of
eligibility as a registered foreign PVO by USAID/Peru on November 3,

1986.

PRISMA's rcaison d'etre 1is to work with urban and rural poor
populations fostering their participation in, and benefit from,
modern technuleegy in the areas of medicine, public health,
agriculture, and information systems. PRISMA's medium term
(1989-1994) objectives include:

1. Development of services and operation research projects
that will improve the quality of life and reduce and/or
prevent maternal and child mortality and malnutrition in
the peri-urban and rural poor.

2. Work in coordination with the MOH and international
agencies to insure that the results of PRISMA operational
research would be appropriately used by the MOH in making
decisions effecting policy.

3. Develop research projects addressing current scientific
problems of infections diseases, which directly or
indirectly effect the maternal and child population of the
urban and rural poor. -

4. Develop research and/or service projects on animal diseases
which create a public health risk to target population.

5. Continue to develop institutional capacity to publish
educational material directed to all 1levels and offer
publishing services which will —contribute to self
sufficiency.

6. Continue to apply computer technology to all above
mentioned programs and offer computer services as an 1income
generating activity.
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7. Maintain an institutional base, which will continue to
support the work of the members of the technical committee,

in the above mentioned areas; the institutional

development of funds generated for self-sufficiency and
other services will be placed at the disposal of pilot and
pr:liminary programs if necessary.

PRISMA's offlices are located in a rented house of 350 square meters,
containing 16 separate rooms, in San Borja, & residential area of
Lima. The house 1s fully furnished as offices and includes
equipment such as 25 computers (an additional 12 computers are
located at various project locations), 2 laser printers, a scanner,
and an sassortment of typewriters, calculators, etc., PRISMA owns two
vehicles (one purchased with private funds and the other provided by
a USAID food project) and leases an additional 3 vehicles. The
estimated value of the items owned is $230,000.

B, Orpanization.

PRISMA is administered by an Executive Director, Josephine B.
Gilman, MPH, &and an Administrative Director, Dr. Jose Flores
Priale. It has an elght--person Board of Directors, of whom six are
Peruviansg. At the present time, PRISMA employs 23 full- and
part-time professional staff, principally physicians, four technical
personnel, and almost 50 full and part-time auxiliary personnel.
Its administrative department employs two professional and four
auxiliary staff members.

During 1988, PRISMA executed a total budget of $756,400 among its
A.I.D.-related projects. At the present time, its A.I.D.-related
budget to be administered during 1989 is $533,800, plus $5,977,025
worth of food commodities under Project 527-0323 - Integrated Food,
Nutrition and Child Survival: A Joint Effort Between a PVO and the
MOH.

C. ULxperieace with A, I,D.-TFunded Projects.

1. Integrated Food, Nutrition, and Child Survival: A Joint
Effort Betwecen a PVO and the MOUH ~ Project No. 527-0323.

PRISMA manages a four-year operational program grant (OPG) for
$750,000 which began in FY 1989 with a Project Year (PY) 1 budget of
$322,980 for the Ministry of Health Supplementary Feeding Program
(from ARDN, HE, CS accounts). Subsequent PY budgets are $181,125;
$177,905; and $68,000 for Years 2, 3, and 4, respectively. The
overall budgets, however, increase significantly beginning in PY 2
as a result of food monetization.

\Q(j*o
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Under this project, PRISMA s responsible for supervising,
facilitating, and tracking the distribution of food, donated under
the P.L. 480, Title II Program, to 25 Ministry of Health
Departmental Health Units (UDES), which then distribute to
hospitals, cliniecs, and posts for a total of approximately 2,000
distribution points nationwide. During 1989, PRISMA plans:

-~ to identify approximately 75,000 families at risk of
maternal and child malnutrition and mortality;

-~ to train 1250 Ministry of Health personnel in all aspects
cf Child Survival Actions such growth and development,
nutritional surveillance immunizations, breast-feeding,
health and sanitation, and family planning; and

- to distribute donated foods to high risk families and
school age children (166,000, during PY 1, and 216,000,
during PY 2).

PRISMA also plans to conduct a national level nutritional
surveillance base 1line and develop a model for nutritional
surveillance to be used by the UDES.

2. Ninos Magazine - Project No., 527-0316.

PRISMA received a two-year OPG for a total of $214,260 to prepare,
print, and distribute 10 issues of a magazine, Ninos, dedicated to
various child survival topizs. To date, six issues have been
prepared and distributed on subjects including, immunizations, acute
respiratory infections, breast-feeding, growth and development,
family planning and prenatal care. The remaining four 1issues to be
published during 1989 will include: birth and puerperium,
. peri-natal mortality, nutrition, and community participation.

3. High Risk Child Mortality — Project No. 527-0311.

PRISMA manages a three-year grant for $980,000. This project
entails developing and applying a screening tool to identify
families at high risk of childhood malnutrition and mortality. ~ The
screening tool has heen developed and field tested, and a health
promoters' training manual has been developed. Three hundred and
forty community health promoters have been trained. A baseline
census has been taken in Cajamarca Department, and field trials of a
training module for community health workers are being carried out.

4, TIPPS Project.
PRISMA received a $5,000 vork order from the TIPPS Project, an AID/W

centrally funded population activity, to prepare training and
gupervision materials to be used in the implementation of integrated
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family planning/maternal/child health services in mining companies
in Peru. These materials have been prepared and pretested and are
awaiting final testing (which has had to be postponed due to
securlty problems at the mine) and revision,

5. Involving Family DPlanning Workers in AIDS Prevention
Campaign — INOPAL and Population Communication Servlices.

PRISMA serves as the pass-through agency for a Ministry of Health
project in AIDS prevention jointly funded by two AID/W centrally
funded projects: INOPAL (Latin American family planning operations
research, undertaken by The Population Council) and Population
Communications Services (Johns Hopkins University). PRISMA provides
full program administration and accounting for these two subgrants,
vhich employ two permanent professionals and supporting staff to
carry out a series of activities including special IEC campaigns and
surveys.

6. Development of Promotional Services for the Private Sector
Distribution of Oral Rehydration Salts - Project Ro.
87-A1D-343 (PATH).

During the first phase (October 1987 to January 1988), PRISMA worked
with a local pharmaceutical company, Laboratorios Unilidos S.A.
(LUSA), on the design and testing of new packets of oral rehydration
salts (ORS). Activities included the selection of a product name,
fleld testing of the name and packet design. A second phase
initiated iIn May 1989 is for the development of promotional
materials. This work should be completed by September 30, 1989,
Total project costs: $51,081.

7. Health Systems Analysis - PRICOR I'roject.

PRISMA was the local subcontractor to a U.S.-based entity (PRISM)
operating under the AID/W centrally funded PRICOR Project
(operations research in primary health, undertaken by the Center for
Human Services). The purpose of this 18-month, $79,963 project
(vhich terminated in June 1989) was to conduct a systems analysls of
primary health care services delivery in Ministry of Health
installations in the Southern Cone of Lima. Other activities
connected with this project have included a household census in
three districts of the Southern Cone and an evaluation of the 1938
Ministry of Health Vaccination Campaign.
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D. Experience with Non-A,I.D, Funding Sources.

In addition to A.I.D. project experience, PRISMA has also recelived
funds from various foundations, other donors and Peruvian based
organizations. Some of these and activities carried out include:

1. Milpo Mining Company.

Along with Instituto Marcelino, PRISMA has a contract with the Milpo
Mining Company to provide training and supervision for the mine's
integrated family planning/maternal/child health service delivery
project. Now in its second year, PRISMA has received §3,122 for
training and supervision services.

2. University of Arizona Veterinary Department, Thrasher
Foundation.

In conjunction with the Universidad Peruano Cayetano Heredia, PRISMA
is participating in a study of transmission of Cryptosporidium,
which causes diarrhea in young children. PRISMA is responsible for
the management of the grant and for the collection of field data and
specimens, This one-year, $30,000 study is the second time PRISMA
has participated in similar work with the Thrasher Foundation.

3. World Health Organization (WHO).

PRISMA received a $60,000 grant from the Safe Motherhood Program to
conduct a '"multidisciplinary approach for the prevention of
abortion", for two years beginning in 1989. The purpose of this
grant is to identify women vho have experienced illegal abortions,
establish a profile of those at risk of future abortions, and design
clinic-based interventions and materials responding to the neceds of
this risk group.

4, International Foundation for Scicnce.
In 1989 PRISMA received a $12,000 grant to conduct a study on the
use of vaccination to prevent porcine Cysticercosis. This 6-month
project which began in June 1989, was carried out in coordination
wvith the San Marcos School of Veterinary Medicine.

E. USAID In-House Management Review.

Using the findings from a financial review recently conducted and an
administrative capability assessment done in May, 1989, a financial
analysis team from the USAID/Controller's Office made a summarizing
determination of financial and administrative capability which was
accepted by the RCO as the base for his award. However, in
anticipation of 1its possible role in the Private Voluntary Family
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Planning Services Expansion Project, a preliminary capability
assessment of PRISMA for administration of that project was
conducted by the USAID Population Division during April 1989. That
assessment provided the following findings:

a, Management capability, technical leadership, and
support personncl currently on board to oversee grants
to PV0Os and to provide technical assistance:

PRISMA has a large full-time staff in Lima. The
technical committee, senior staff members who oversee
projects, is made up of a dozen public health
professionals, nine of whom are physicians. The
Executive Director, Josephine Gilman, has had
extensive project management experience in Peru and
Bangladesh.

b. Financial structure and experience commensurate with
handling a project involving over $2,000,000 a year;
adequacy of fiscal gsystems to handle financial
management and reporting requirements:

PRISMA has an A.I.D.-oriented financial infrastructure
in place and works successfully with the Mission on
projects totaling approximately $500,000 annually.
The PRISMA accounting system is 1in the process of
being computerized and is supervised by a
well-qualified lawyer/accountant and financial
expert. PRISMA has extensive experience managing
complex financial tracking programs under the
hyperinflationary conditions of Peru.

c. In-depth experience in commodity management, including
Inventory control and warehouse supervision:

PRISMA's experience in this area derives from its
oversight of the Food for Development Program. Food
commodities are one of the most difficult to manage,
and PRISMA has received high marks from USAID/Peru for
its performance in overseeing distribution of 15,000
tons of commodities.

d. Physical infrastructure (computers, office space,
vehicles, ete,):

PRISMA currently rents a three-story building and
plans to secek a new locale enabling it to expand. The
organization has 25 microcomputers on-site and 12
located in off-site project offices, extensive

(p¥
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software, 1including desktop publishing and laser
printers, and personnel trained in their use. It also
has two vehicles, leases three, with a gixth awaiting
release from customs.

e. Potential for overload, Jeopardizing not 9only
management of the PVFP Project but also other, current
A, J.D, and other projects:

It appears that, given PRISMA's base 1in project
implementation, changes to accommodate the PVFP
Project would be additive and would fit within the
agency's current growth plans, However, one of
USAID's concerns 1s that PRISMA could be overloaded,
and is cognizant that careful on-going project
monitoring 1s warranted. One Cooperating Agency did
report that PRISMA may be showing signs of overload
(simple and repeated mistakes on vouchers, for
example), Therefore, the Mission should be prepared
to offer management guidance to PRISMA and will assist
in staffing for implementing the PVFP Project.

F. Financial Review and Management Assessment.

Additionally, USAID/Peru included PRISMA in a financial review and
management agsessment that was being conducted for the PVO
institutional analysis. The results were provided immediately below.

1. Financial Review.

PRISMA's financial management systems and procedures vere evaluated
by a tezm of local auditors during July, 1989. As is often the case
with financial audits and reviews, the report focused exclusively on
agency weaknesses and did not detail agency strengths. These
auditors made the following observations and recommendations for
improvement: -

General Accounting System. The following problem sreas were noted,
and PRISMA has begun to take steps tuv correct them:

- At the time of the review, a final accounting for 1988
(December 31) had not yet been prepared, and monthly
balance sheets were not available. According to the
Executive Director, this delay was caused by the on-goling
conversion from the current manual accounting system to a
computerized system. For the same reason, the agency's
1988 income tax statement had not yet been presented to the

Direccion Genera) de Contribuciones.
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-~ The organization does not revalue its fixed assets to
compensate for inflation. Although as a non-profit
institution, PRISMA 1s not required by law to do so, the
avditors felt that it was a good accounting practice to
follow.

— The auditors recommended that PRISMA expand and restructure
its accounting department. The chief accountant appeared
to be overloaded, mainly because he spends a large part of
his time preparing subproject reports and accounts. In
addition, in the opinion of the auditors, the accounting
department lacks sufficlent auxiliary personnel.

Organizational Manuals and Procedures.

-~ The auditors recommended that PRISMA update its
organizational chart, which had been prepared in 1987 and
which did not reflect recent expansion to include the
offices of project coordination and planning and budgets,
and the food logistics unit,

~ The organizational manual does not include the accounting
and treasury unit in particular, and in general lacks
uniformity across areas. As a result, the manual |is
practically unused.

~ Administrative personnel are unfamiliar with the
organizational manual.

Independent Institutional Audit.

- It appears that PRISMA has not commissioned any independent
institutional audit, although subproject audits have been
performed. The auditors recommend annual institutional
audits as a sound accounting practice,

3

and Cash Flow.

Budgpet:

At the present time, PRISMA prepares annual budgets and
cash flow projections separately for each project it
administers. The auditors recommend the preparation of an
institutional budget and cash flow projections which
incorporate all sources of income and expenses, and which
is related to the organization's short-, medium-, and
long~term objectives,

~ The auditors recommend that PRISMA establish a policy to
require bids whenever purchases above a certain level are
made.
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Miscellaneous.

2.

PRISMA has not taken out an insurance policy on its assgets.

Donated and other vehicles have not been entered into the
accounting books.

Employee Iincome tax deductions are made on an estimated
basis, rather than on the basis of employce declarations,
as 1s required by law.

Administrative and Management Review.

An administrative/management review was conducted by a two-person
team of Dusiness consultants who visited PRISMA and interviewed
administrative and program staff. They applied the same instrument
used in the administrative/management review of the family planning
service delivery PVOs. The highly positive results of this study
were provided below:

a.

PRISMA has developed mid-term strategic plans which have
required minimal change and can be carried out with current
staff.

PRISMA has developed a participatory system of work which
has resulted in a high degree of motivation.

The most notahle element of staff coordination is found in
the food program, for which a computerized tracking system
has been developed to monitor from its arrival in country
to points of distribution. ‘

Effort 1is being made to generate income, 1i.e. desk top
published and computer services,

A computerized system of accounting is being implemented.

An  organization chart, personnel manuals and salary
policies are in place. The most important aspect of
PRISMA's personnel practices 1s the flexibility permitted
by combining project administration with use of a tachnlcal
coordinating committee. This results in highly mctivated
personunel, encourages participation, creativity, and
innovation among the group and results in a high morale
level,

Its evaluation system requires minor changes which can be
achieved with staff training.
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Because PRISMA 1is to lead the change required of the PVO's
by the A.I.D. strategy, a speclal effort was made to verify
PRISMA's attitude toward change. The findings were
positive: PRISMA ranked highest among those studied.

galient conclusions of the management assessment are the

following:

The institutional weaknesses observed are procedural and
mostly related to the accounting system which 1is being
corrected by implementing a computerized system.

PRISMA possesses management capabillities sufficient to
carry out the logistical functions of the project,

PRISMA exhibits the strong positive attitude toward change,
the appropriate management capability, and the total
congruency with the A.I.D. strategy, needed to lead the
change proposed and replace SPF; it will have the added
advantage of uprooting SPF's dominating management style
with a participatory one, as is evidenced by PRISMA's
organizational culture.

The evaluation of PRISMA as a catalytic agent for change
was oriented toward defining the degree of institutional
maturity and its ability to carry out the role assigned to
it by AID. The institution presents an organization, which
provides the degree of flexibility needed to execute an
project assignment without organizational disruption.

Its planning system is simple bhut participatory, to obtain
the motivation of staff necessary to achieve goals.

The organization carries out the logistic tasks of the
current large and complex project with the MOH.

In a ranking to assess reactions to change, PRISMA
surpassed all other groups, perceiving change as a clear
opportunity for institutional development.
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ECONOMIG ANALYSIS

The goal of the project 1s to enhance the ability of Peruvian
families to achieve the desired number and spacing of children by
increasing the capacity of the s8ix tarpget agencles to deliver
long-lasting methods while maintaining support for their delivery of
temporary supply and natural methods. This in turn will support GOP
efforts to relieve pressure on the country's health, education, and
nutrition infrastructures by slowing population growth. The project
has three specific objectives: institutioral degvelopment, which
Includes enhanced efficlency, greater secrvice delivery capacity, and
increased self-sufficliency for the target agencies; increased
availabillty of long lasting methods; and improved access in rural
areas, This section will examine the economic justification and
feaslbility of each of these objectives.

A. ‘Institutional Development.

1. Efficiency.

As this project builds on the previous SPF project, it is therefore
useful to start by examining the extent te which SPF-initiated
policies were successful in producing measurable results. A recent
study by the Population Council compared service delivery and cost
effectiveness of the three Lima-based apencies (APROSAMI, INPPARES,
PROFAMILIA) for the periods Oct B86-Sept 87 and Oct 87-Sept 88,
before and after the city of Lima was divided into three zones. A
significant expansion of services and reduction in average costs was
found for each agency.

APROSAMI more than doubled its level of services in the second
period, from 12,215 couple years of protection (CYPs) to 28,044,
while the average cost per CYP dropped from §7.44 to $6.98
(including the cost of donated contraceptives), despite the fact
that a new program of rotating posts was instituted. INPPARES
increased the level of CBD output by a factor of 2.5, from 14,265 to
36,325 CYPs, and in its rotating health posts by a factor of 1.5,
from 2,687 to 4,395 CYPs., (The INPPARES clinic was not included in
the study.) PROFAMILIA showed a modest increase in service
delivery, from 8,463 CYPs to 9,836 CYPs, including a seven-fold
increase in IUD insertions at mobile health vposts and a drop in
average cost per CYP for these insertions of 75%, from $81.90 to
$20.80. Clearly, all three agencies show dramatic evidence of both
growth and increased efficiency after zonlficatlion.

4]
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The drop in average cost per CYP at APROSAMI (the only agency for
which complete Iinformation is avallable) was 15% (not counting the
nev health post program), which represents a savings of about
$30,000 on the 40,000 CYPs delivered in the second year of the
study. The 75% drop in cost at the PROFAMILIA rotating posts
represents a total savings of $70,000 on the 1,173 CYPs delivered.
Incomplete data from INPPARES and the clinic/CBD operations of
PROFAMILIA suggests that modest cost savings were realized in these
programs as well. If the project were able to achieve a further 15%
average reduction in unit costs by the EOP for all 6 of the agencies
included, it would be possible to Iincrease output by more than 10
percent per year without increasing donor subsidies.

TABLE 1.
POTENTIAL SAVINGS THROUGH INCREASED COST EFFECTIVENESS
For 1988 EQP Status
Average Average Annual
Agency CYPs Cost Cost Savings
APROSAMI 22,000 $14.00 $12.00 § 44,000
ACLF 850 $83.50 $70.00 §$ 11,500
CENPROF 6,700 $19.00 $16.00 § 20,000
INPPARES 168,000 $ 9.50 $ 8.00 $250,000
PLANIFAM 2,600 $37.00 $31.50 §$ 14,000
PROFAMILIA 18,500 $27.75 $23.50 § 78,000
TOTAL 218,650 ' $417,500

Source: 1988 CYPs calculated from contraceptives shipped (VSC not
included). Average cost = total agency budget (including
cost of contraceptives) divided by CYPs. Note that these
figures are higher than those cited 1in the Population
Council cost effectiveness study, because they include the
cost of reproductive health services not directly related
to family planning. “

2. Service Delivery Expansion.

Calculating the socilal benefit of CYPs requires that measure their
impact on fertility. 1t ls clear that offering couples the means to
plan effectively the number and spacing of their children will
enhiance their quality of 1ife, particularly through improvements in
maternal and child health, It also has been demonstrated that in a
country which is currently unable to provide adequate nutritionm,
health care, cducation, and employment to a significant portion of
its citizenry, rapid population expansion hinders development.

‘|
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To quantify the economic benefit of family planning we may compare
the potential productive value of individuals not born hecause of
family planning with the lifetime cost to soclety of providing for
them. This approach Implicitly defines "socliety" as those who are
actually born, without accounting for the lost utility of those
whose births are averted,

With this limitation in mind, the quantitative analysis is performed
as follows, First, CYPs are translated into bircths averted (BAs),
using the formula:

BAs = CYPs x Eff x GFR

where Eff equals the likelihood that the woman will not get pregnant
during a year of contraceptive use (i.e,, effective protection per
CYP) and GIR 1s the general fertility rate, defined as the number of
births in a year per thousand women of fertile age (WFA).

According to the 1986 DHSZ, the general fertility rate in Peru is
.130, An overall estimate of effectiveness can be obtained by
combining international estimates of contraceptive effectiveness3
with the contraceptive method mix, as reported in the DHS. This
calculation is summarized is Table 2.

' TABLE 2.
EFFECTIVENESS OF MODERN METHOD FAMILY PLANNING IN PERU

Contribution
To Overall

Relative Effectiveness
Method Prevalence Effectiveness (2 x 3)
NFP 39% 75% 29.3%
IUD 19% 95% 18.0%
Pill 17% 92% 15.7%
Vse 16% 100% 16.0%
Injectibles 4% 94% 3.8%
Vaginal Barrier 3% 75% 2.3%
Condom 2% 85% Lo 7%
TOTAL 1007% 86.8%

The welghted-average overall effectiveness for modern method
contraceptive use in Peru 1s therefore about 87%. Using the above
formula, this gives a total of 113 BAs per 1,000 CYPs.

IR
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To estimate the economic value of one averted birth, it 1s necessary
to compare the present discounted value (PDV) of consumption over an
average life sgpan with the PDV of production over the same period,
If the PDV of consumption exceeds that of production (due to the
fact that consumption begins immediately while production does not
start until later in the life cycle and is thus heavily discounted),
the analysis will show a net economic benefit to soclety of

preventing births.

One limitation of this approach can be seen by carrying it to 1its
logical extreme: 1f each BA results in a net economic benefit to
soclety, then the maximum benefit should be obtainable by reducing
the birth rate to 0. The flaw lies 1in the concept of present
discounted value, which is closely linked to the interest rate, and
depends on there being enough workers in the future to make
efficient use of avallable resources. In a developing country,
however, with abundant underemployed labor, it is valid to assume
that a reduction in population growth at the margin will not
adverscly affect the productivity of land and capital. The other
major limitation of this type of analysis 1is that any intangible
benefits or costs of having children are not considered.

To caiculate net cost and benefit streams, a similar AID project in
El Salvador“ used the following assumptions, which seem reasonable
in thie¢ Peruvian context as well:

- consumption per capita (CPC) = total consumption/population
- CPC for ages 0 - 4 is 12% of adult CPC
- CPC for ages 5 - 9 is 40% of adult CPC
- CPC for ages 10 - 15 is 70% of adult CPC
- production per capita (PPC) = GDP/population
~ PPC for ages 0 - 4 is 0% of adult PPC
~ PPC for ages S5 - 9 is 20% of adult PPC
~ PPC for ages 10 - 15 1is 70% of adult PPC.
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Total consumption for 1987 was $18.7 billion (I/586.2 billion
converted at average 1987 financial market exchange rate of $1 =
1/31.35)%. Assuming that this level were recovered by 1990 (there
was a 5.7% drop in 1988),6 consumption per capita in PY 1 would be
$839 (projected population = 22.332 million)7. Because most of
the averted births will be among the poorer sgectors of the
population, with lower than average consumption, the analysis will
use a reduced CPC of 75% of the national average, or $629,

GDP for 1987 was $24.25 billion (1/760.2 billion)8. Again
assuming that thls level were recovered by 1990 (there was an 8.9%
drop in 1988),9 production per capita in PY 1 would be $1086.
Since un/underemployment has stood at over 50% for most of the
decade,l0 however, it secems reasonable to assume that the marginal
productivity of unborn children would be less than the national
average. The analysis will thus use a reduced figure for the PPC as
well, of 60% of the average, or $652.

Productivity and consumption growth have been erratic over the last
two decades, with figures for 1987 (a good year) below those for
197411,  Growth prospects for the near future are not promising.
As the effects of modest growth in the medium to long term on the
present analysis would be negligible, they will be omitted for
simplicity.

Table 3 shows the structure of populationlz, and the estimated
value per year of production and consumption per capita for each age
group, based on the above figures,

TABLE 3.
PRODUCTION AND CONSUMPTION ESTIMATES, BY AGE COHORT
Age Percent Production Consumption
Cohort of Pop, per capita (PPC) per capita (CPC)
0- 4 15 $ 0o ($ 0) $ 838 ($ 81)
5- 9 13 $162 ($143) $295 ($262)
10 - 15 12 $565 ($502) $516 ($458)
16 - 99 70 $807 ($717) $737 ($654)

The figures in parentheses represent expected values adjusted for
mortality rates. Currently, 7.6% of children die in the first year
of life, an additional 2% die in the second year, and .5% die in
each of the next three years, for a total mortality rate of 11.2% in
the first five years.13 Incorporating these figures into the CPC
for the 0-4 cohort gives an expected CPC at birth of 91X of the
unadjusted figure, or §$01. Individual mortality rates are not
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available for the other cohorts, but life expectancy at birth is
6514, which means that 1life expectancy for the 88.8% of the
population that is still alive at age 5 must be 73. A fairly
accurate approximation of the effects of mortality can thus be
obtained by recducing the figures for the upper 3 cohorts by 11.2%
and using a life expectancy of 73,

Using this methodology and a discount rate of 10%, the net cost to
society of a child born, discounted to its present value at year of
birth, is about $400 (see Table 4).

TABLE 4.
CALCULATION OF BENEFIT STREAM FROM ONE BIRTH, BY AGE COHORT
PDV At Birth PDV At Birth Net Economic

Of Exp. Prod. of Exp. Cons. Gain/Loss

Age Range During Range During Range to Society
0- 4 $ 0 $ 338 - $338
5- 9 $ 371 $ 679 - $308
10 - 14 $ 806 $ 736 $ 70
15 - 73 $1,881 $1,716 $165
$3,058 $3,469 ~ $411

At the current contraceptive method mix, every 1,000 CYP delivered
by family planning PVOs can be expected avert approximately 113
births. (Actually, the births averted should be somewhat higher, as
the efficiency of the contraceptive method mix delivered by the PVOs
is higher than the national norm). Thus, to avert one birth
requires delivering 8.85 CYP., Since the PDV of one birth averted is
$411, for family planning service delivery to be cost-beneficial,
the cost of delivering one CYP must be less than $46 ($411/8.85).

As was shown in Table 1, the average cost per CYP is already lower
than this amount in all of the PVOs except for ATLF. At current
rates of output and costs, the benefits to cost ratio of investment
in family planning 1is approximately $3.70 saved for every dollar
invested. The potential savings that could be achieved by the
project in terms of increasing cost effectiveness of PVO service
delivery would increase the benefits to cost ratio to $4.40 to
$1.00, or an improvement of almost 20 percent.
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3. Self--Sufficliency.

Self-sufficiency for the participating family planning PVOs 1is a
principal Project objective. Although it is unrealistic to expect
that the PVOs will be able to completely attain this goal within the
four-year LOP, especially given the current economic context, it is
reasonable to expect that significant propgress toward this end can
be achieved. A complete discussion of this 1ssue is contained in
the Financial Analysis (Annex ITI, Exhibit E).

B. Long-Lasting Methods.

The Justification for an increased focus on long-lasting methods is
not primarily economic. 64% of married women of fertile age (MWFA)
do not desire any more children, but only 46% are currently using
any form of family planning and only 1l4% usr effective long-lasting
methods (VSC and 1UDs)13, Thus, increasint the availability of
these methods 1s primarily a way of improving the quality of life by
giving limiters a way of actualizing their desire not to have any
more children.

In the Peruvian context, long-lasting methods, which must be
delivered at clinics and health posts, are currently more expensive
than temporary methods delivered through CBD. For example, a 1988
cost effectiveness study of 3 CBD programs, 2 clinics, and 1 health
post found that the average cost per CYP in the clinic and post
settings was $17.22, two and a half times greater than the average
$6.64 per CYP of the CBD programs.1® This is attributable largely
to the low level of service delivery in clinics. In the study just
cited, the number of APPS delivered by the three CBD programs was
over 33,000 while the number delivered in clinics and posts was less
than 3,500.

Since the costs of long-lasting methods are primarily fixed
(facilities and personnel) -~-- while those of temporary supply
methods are mostly variable (contraceptives), one would expect ‘that
as service levels for the long-lasting methods increased, costs
would decline significantly. This conclusion is supported by a 1988
study from Ecuador which showed a 38% drop in average cost (from
$14.71 to $9.07 per CYP) in three clinics over the same time period
that service delivery increased by 62%.17
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A study from Colombia showed an average cost in 1980 of $15.27 per
CYP for all clinic and over-the-counter methods, but a cost of only
$2.18 for CYPs provided through voluntary surgical contraception,
with over 35,000 operations performed (446,000 CYPs delivered). The
same study showed costs of $3.42 for urban-based and $18.70 for
rural-based CBD programs.l8 Thus, the most expensive method was
clinic-based IUD insertion (due to the relatively high 1level of
pre/post counseling/care required and relatively low number of CYPs
per insertion) and the least expensive was VSC.

In summary, while the primary reason for focusing on long-lasting
methods is not economic, the evidence suggests that at least in the
case of VSC, low costs per CYP are possible if service levels can be
increased to a level where clinics can take advantage of the
economles of scale implicit in thelr mostly fixed cost structure,

€C. Increased Rural Access.

It is generally accepted that delivery of family planning services
is more expensive in rural than in urban areas, for both logistical
and cultural reasons. For example, a 1987 study of CBD programs in
Ecuadorl9 estimated that rural services were about twice as
expensive per CYP ($14 vs. §7), while a study of CBD programs in
Colombia (cited above) found an average cost of $18.70 per rural CYP
compared to only $3.42 for CYPs delivered in urban areas.

Both of the above studies are based on community-based distribution,
however., This is not the model proposed for rural service expansion
in the current project. Rather, existing health posts under the
Jurisdiction of the Ministry of Health (MOH) and Social Service
Institute (IPSS) will be staffed after-hours with personnel provided
by the PVOs, The costs of facilities and contraceptives will be
born vy MOH/IPSS.

A pilot program conducted by the Population Council to test the
feasibility and cost-effectiveness of this approach found an average
cost of $17.42 per CYP (of which $15.06 represented costs that would
be born by the project) for services delivered in the after-hour
clinics and of $6.82 ($4.91 of which would be born by the project)
for services delivered in an "integrated clinic," that 1is, one
providing both family planning and other health services,20

The large cost disparity between the two models is explained by the
different clientele served (and methods demanded) in the two
gettings. In the after-hours clinics, many of the clients were men
requesting condoms, while in the integrated clinic, most of the
clients were women, many of whom were there with sick children, who
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received either pills, IUDs, or VSC. Condoms are one of the most
expensive methods to deliver because of the very low number of CYPs
associated with their use,

One important factor that 1s often overlooked in considering the
cost effectiveness of rural programs 1s the much lower level of
contraceptive prevalence in rural areas, According to ENDES, total
prevalence among MWFA in rural areas is less than one half that of
MWFA in urban areas (24% vs. 59%). This is important because it is
much more likely in areas where contraceptive prevalence is high
that CYPs provided by PVOs are simply replacing those which might be
obtained elsewhere, and thus not impacting on either births averted
or family health.

By contrast, services delivered by PVOs in rural areas are much more
likely to increment total prevalence. Although this effect 1s
difficult to measure, a rough estimate can be based on existing
prevalence levels, Thus, 1f prevalence in urban areas is 2.5 that
of rural areas, then a random client entering an urban clinic is 2.5
times more likely to alr:ady be a contraceptive user or to have some
other potential scurce of family planning services. Add to this the
fact that average Incomes are much lower in rural areas and that the
main alternative to PVO services is those provided commercially, and
it may well be that the average urban PVO user is more than 2.5
times as likely to have a workable alternative source of family
planning services.

If we take the pllot study cost-effectiveness figures for
after-hours clinics of the type proposed in the project and adjust
them for the greater impact of rural CYPs, we find a cost of only $7
per urban equivalent CYP ($6 of which are costs to be born by the
project). These figures are in the same range as the CYPs currently
delivered by the Lima-based agencies.

Thus, the more qualitative project objective of improving 1life in
depressed rural areas by delivering services that are currently not
available at all to many potential users can also be justified in
cost effectiveness terms, 1f the more sophisticated measure of
effectiveness pro-:sed here is used.
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FINANCIAL ANALYSIS

This project 1s not expected to generate revenue for Iits
Implementing Agency, PRISMA. PRISMA's role 1s to channel pass-
through institutional funding and commodities to the six
participating PVOs and to provide and <coordinate technical
assistance that will, among other objectives, enhance their economic
sustainability. Therefore, the Financial Analysis will examine the
feasabllity of the sustainability goal for the participating PVOs.

The degree to which economic self-sufficiency can be attained
depends in part on the characteristics of the clients served by the
PVOs, the services that are offered, and the prices that could be
charged. At the present time, the most important potentlial source
of revenue for the PVOs 13 donated contraceptive commodities.

Client Characteristics and Current Fee Structure. Currently, none
of the participating TVOs recover more than 10% of even their
administrative costs (excluding donated contraceptives) from client
fees., Table 1 shows fee structures of two of the target PVOs and of
Instituto Marcelino, an agency that receives no USAID subsidies and
recovers almost all of its operating expenses from client fees.

TABLE 1.
FEES CHARGED FOR FAMILY PLANNING SERVICES

(In US$)
Method Cost to A.I.D. APROSAMI PROFAMILIA Marcelino
1UD 1.09 0.67 0.50 - 3.50 0.67 - 1.00
VSC NA 12.07
Pills 0.15 0.08 0.05 free with

consultation

Condoms 0.05 0.03 0.03 - 0.05
Tablets 0.11 0.03 0.03 -
Foam 1.58 0.27 0.17
Jelly NA 0.17 0.07
Consultation NA 0.40 0.50 - 0.83 1.00

Clearly, neither APROSAMI nor PROFAMILIA currently charges more than
token fees. Fees at the other PV0Os are comparable.

The extent to which the PVOs might become economically more
gelf-sufficient depends Jin large part on the ability of their
clients to pay for the services and suppllies they receive. This is
a great unknown, due to the lack of information about client income

4
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and the uncertainties posed by the current hyperinflationary
environment. At the present, none of the PVOs collect information
on client income, Analysis of clients' ahility to pay must be based
on proxy varlables., Two such varlables are currently available for
clinic patients: education and place of residence. CBD distributors
do not maintain client records.

Data on characteristics of INPPARES, APROSAMI, and PROFAMILIA clinic
acceptors were provided by the Population Council/INOPAL project.
Review of INPPARES client records showed that 87% of the clinic
clients and 59% of the post clients have a secondary education or
higher, which would suggest that they could afford at least part of
the cost of family planning services, In terms of residence, 85% of
the clinic clients and 27% of the post clients do not 1live 1in
pueblos jovenes ("young towns", the city's poorest areas). In
total, 79% of the clinic clients have at least a secondary education
and do not live in a pueblo joven, as do 19% of the post clients.
Clearly, a sizeable proportion of INPPARES clients do not require
the near 100% subsidy they receive.

Client 1information was less complete for APROSAMI and PROFAMILIA.
80% of APROSAMI clients have at least some secondary education, and
53% have completed high school. 29% of APROSAMI's clinic clients
and 11% of PROFAMILIA's clients do not live in a pueblo joven.
While the income 1levels of APROSAM1 and PROFAMILIA clinic clients
are probably below those of INPPARES clients, nevertheless, many arc
capable of paying a larger share of their service costs.

Supportive findings were reported 1In a survey of APROSAMI,
Marcelino, and INPPARES clinic <clients, conducted by the SPF
project. In an individually administered questionnaire, clients
were asked where they sent their children to school. Of the school
age children represented, 15% of the APROSAMI clients, 25% of the
Marcelino clients, and 40% of the INPPARES clients attended private
schools. Private school education is more common among lower income
families in Peru than In the United States and tuitions are
relatively low ($§5 to $100 per month), but a family that can afford
private tuition should still be able to pay for a larger portion of
family planning services than 1s currently charged by the
participating agencies,

The same survey, comparing the three clinics on a number of other
variables, including Job status, medical attendance at birth of last
child, and infant formula used to supplement breast feeding (with
formulas ranked by cost), found a consistent pattern in which
clients of APROSAMI come from a lower socloeconomic class and those
of INPPARES from a higher one than the clients of Marcelino, even
though Marcelino is almost completely self-supporting and the other
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two almost completely subsidized.

ti Income Generation Through Sales of Contraceptive
ommodities. Procurement of contraceptive commodities forms a
gcubstantial part of the project budget, exceeding the subsidies for
other PVO institutional operating costs by some 44 percent., While
the project intends to continue to provide donated commodities for
the PVOs‘ own activities, it is clear that in the not-too-distant
future, the PVOs wlll have to assume this responsibility on their
own. The implementation plan calls for phasing out operational
subsidics to urban CBD programs by the end of PY 2; as demonstrated
below, these costs can easily be covered by imposing reasonable,
below-market charges for donated commodities.

Over the period 1987-1988, the five PVOs (less ATLF) which
distribute modern contraceptives put 1into circulation an annual
average of §$674,000 worth of donated commodities, to outlets
including their own programs (CBD, c¢linical, and provincial), other
institutions, and commercial distributors (private physicians,
employers, and ‘"marketlng" activities). The following tatles
summarize the movement of stocks from central warehouses to outlets
for each PV0; Table 2 refers to 1987 distribution, while Table 3
provides the distribution for 1988.
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Method: Foam/Jelly
Own Services

Other Institutions
Commercial
Miscellaneous
Total

Method: Vaginal Tablets

Own Services

Other Institutions
Commercial

Miscellaneous
Total

Tage 4 of 9
TABLE 2,
DISTRIBUTION OF COMMODITIES
BY FAMILY PLANNING PVOS, 1987
APRO CEN- INPP PLAN PRO-
SAMI PROTI ARES IFAM FAMILIA Total
893 240 27971 363 2577 32044
0 0 25200 0 1300 26500
112 76 33332 0 0 33520
—1 —0 435 -0 13 449
1006 316 86938 363 3690 92513
87709 9932 438893 10200 65300 612034
0 0 69420 0 200 69620
554 0 51142 0 0 51696
c 0 1670 0 —_200 1870
88263 9932 561125 10200 65700 735220
1818360 59011 3241644 173000 47700 5339715
0 0 724991 0 67000 791991
61325 133430 1174202 0 36000 1404957
298 0 2762 0 8 3068
1879983 192441 5143599 173000 150708 7539731
22716 6003 3708 3474 1858 37759
0 0 2402 0 1412 3814
2404 1179 1471 0 0 5054
7 0 146 0 2 155
25127 7182 7727 3474 3272 46782
0 0 23040 0 15460 38500
0 0 0 0 0 0
0 0 0 0 0 0
Q Q 0 [1] ] —P
0 0 23040 0 15462 38502
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APRO CEN- INPP PLAN PRO-

Destlination SAML PROF ARES 1FAM FAMILIA Jotal
Method: IUD

Own Services 1610 405 36693 146 4512 43366
Other Institutions 30 0 15214 0 7 15251
Commercial 394 1990 9573 0 8l 12038
Miscellaneous 189 0 793 ) -0 982
Total 2223 2395 62273 146 4600 71637
Method: Pills

Own Scrvices 79200 11207 439020 15744 63400 608571
Other Institutions 5000 0 52144 0 15000 72144
Commercial 3367 2104 26292 0 200 31963
Miscellaneous __426 0 __6359 35 - 0 6820
Total 87993 13311 523815 15779 78600 719498
Method: Condoms

Own Scrvices 856173 369695 3725867 25700 131100 5108535
Other Institutions 129 0 514924 0 11300 526353
Commercial 670254 70972 54763 0 16200 812189
Miscellaneous 3136 0 3213 280 0 6629
Total 1529692 440667 4298767 25980 158600 6453706
Method: Foam/Jelly

Own Services 10355 2386 5090 2774 2637 23242
Other Institutions 0 0 0 0 6 6
Commercial 11122 132 0 0 202 11456
Miscellaneous 118 Q 201 0 -
319

Total 21595 2518 5090 2975 2845 35023
Method: Vaginal Tablets

" Own Services 130600 64365 423854 23518 54920 697257

Other Institutions 336 0 50509 0 2200 53045
Commercial 56175 28800 22032 0 9400 116407
Micscellaneous __ 327 0 84380 280 0 9087
Total 187438 93165 504875 23798 66520 875796

/
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Ay was shown In Table 1, the average pricegs charged for these
commoditices were considerably lower than the A.1.D cost, PVO prices
are usually considerably lower than the retaill price of
locally~distributed products, snd 4in the case of sgpermacides
(vaginal foaming tablets), the cost to A.I.D. of the imported
product 1s four times higher than the retall price of the
locally-manufactured product.,

The prices currently charged by the PVOs do not cover the value of
the donated commodities, and much of the Income gencrated never
reverts to the institution fe.g., INPPARES CBD distributors keep all
of the money from thelr sales). Furthermore, a considerable
proportion of the commod.ties distributed are sent to other, often
commerrial, outlet: for final distribution to users. No* cnly do
these commercial users pay much higher prices for their matheds, but
the PVOs do not realize significant income from those <=alge. The
most striking disparity is found in the case of IUDs: while the
retail price of an IUD in August, 1989, was approximately I/. 50,000
(1f purchased from a pharmaceutical outlet), INPPARES sold IUDs to
private physicians for I/. 1,000 -—~ who in turn charged between I/.
150,000 and 300,000 for the insertion.

It should be possible for the PVOs to charge between a 25 to 50
percent mark-up (over procurement costs) for the IUDs, pills, and
condoms they diastribute through their own outlets, and between a 150
to 500 percent mark-up on those commodities distributed to
commerclial outlets, After allowing the CBD distributor to keep half
of his/her pill and condom sales, this would gross $720,000 annually
at total 1987-1988 distribution levels, or $625,000, if distribution
to other institutions were eliminated.

7
|
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If the PVOs continued to receive donated commodities for thelr own
services and purchased, at A.I.D. prices the commodities distributed
to commercial outlets, they could net $587,000 annually (not
including distribution to other institutions). This represents more
than the total insatitutional operational subsidy for clinical as
well as CBD programs.

Table 4 demonstrates the value of the commodities received and the
revenues that could be generated under the above pricing scheme,

TABLE 4.
POTENTIAL INCOME GENERATED
BY SALE OF CONTRACEPTIVE COMMODITIES
(MEAN 1987-1988)

AID Total Agency Agency Agency

Destination Cost Revenue Gross  Net (1) Net (2) Assumptjons

Method: IUD

Own Services 41023 51279 51279 51279 10256 Markup

Other Institutions 22713 28391 28391 0 5678 25% own
services

Commercial 24784 148701 148701 123918 123918 500%
commercial

Miscellaneous 718 0 0 =778 ~778

Sub-Total 89298 228371 228371 174418 139073

Method: "Pills

Own Services 89104 133656 66828 66828 -22276 Markup

Other Institutions 10349 15523 7762 0 ~2587 50% own
services

Commercial 6107 15268 15268 9161 9161 150%
commercial

Miscellaneous 634 0 0 -634 -634 Distrib,
keeps 50%
sales -

Sub-Total 106194 164447 89857 75354 -16337

Method: Condoms :
Own Services 271655 407482 203741 203741 -67914 Markup
Other Institutions 34277 51415 25708 0 -8569 50% own
services
Commercial 57646 172937 172937 115292 115292 200%
commercial
Miscellaneous 252 0 0 =252 -252 Distrid.
' keeps 50%
sales

Sub-Total 363829 631835 402386 318780 38557 50% sales

L‘/
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TABLE 4 (continued).
POTENTIAL INCOME GENERATED
BY SALE OF CONTRACEPTIVE COMMODITIES
(MEAN 1987-1988)
AID  Total Agency  Agency Agency

Destination Cost Revenue Gross Net (1) Net (2) Assumptions

Method: Foam/Jelly

Own Services 28173 8452 5663 5663 -22510 Sale price

Other Institutlons 0 0 0 0 0 30% own
services

Commercial 17781 17781 17781 0 0 100%
commercial

Miscellaneous 186 0 0 -186 -186 Distrib,
keeps 50%
sales

Sub-Total 46141 26233 23444 5476 -22697

Method: Vaginal Tablets

Own Services 67451 16863 11298 11298 ~-56153 Sale price
Other Institutions 5542 1386 928 0 -4614 25% own
services
Commercial 11664 11664 11664 0 0 100%
commercial
Miscellaneous 960 0 0 -960 -960 Distrib.
keeps 50%
sales

Sub-Total 85617 29912 23890 10338 -61727

Total,
Commodity Value 691079 1080798 767948 584367 76869

Notes:

Agency Net (1): No sales to other institutions, purchase only
commercial

Agency Net (2): Sales to other institutions, purchase all commodities

Net revenues are sufficient to pay the operating costs of urban CBD
programs, as long as PVOs receive donated commodities for their own
program operations, However, they camnnot offset both the
operational costs and total commodity costs (only $77,000 would be
generated annually net of total commodity costs).
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The cconomic picture d4improves considerably if donation of
spermacides (foams and foaming tablets) were to be phased out. The
current rctail value of these products 1s only 25 to 30 percent of
the cost to import them. Consc¢quently, distribucion of foams and
foaming tablets represents a mnet economic loss (as well as
relatively few CYI') to the PVOs, and eliminating their import would
almost double annual net revenues, to $138,000.

Imported pills also represent a net loss at a 50 percent mark-up for
C8D (allowing the distributor to keep half of her proceeds),
Increasing the mark-up to 100 percent would allow pill distribution
to break even or make a small net profit (depending on the margin to
the distributor), and would leuve the final price 50 percent lower
than the pharmacy retail price,

If the assumptions of these analyses are correct, implementation of
appropriste pricing strategies would allow the PVOs to generate,
through sales of contraceptive commodities alone, enough revenue to
purchase contraceptives at A.l1.D. prices and offset a small portion
of their operating costs as well. This represents more than 50
percent of the direct program subsidy provided under the Project.
Inplemention of other income-generation activities has not been
aralyzed, but should further improve economic sustainability.



