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PROJECT AUTHORIZATION

Name of Country: PERU
Name of Project: Strengthening Health Institutions Project
Number of Project: 527-0319

1. Pursuant to Section 104 of the Foreign Assistance Act of 1961, as amended, I hereby
authorize the Strengthening Health Institutions Project for Peru involving ~Ianned obligations of
not to exceed Eighteen Million United States Dollars ($18,000,000) in grant funds over a five
year period from date of authorization, subject to the availability of funds in accordance with
the A.I.D. OYB/allotment process, to help in fmancing foreign exchange and local currency
costs for the project. The planned life of the project is sixty three months from the date of

/initial obligation.

2. The project will improve the health status of Peruvians through greater coverage of
quality primary health care (PHC) services, by testing the operational and fmancial feasibility
of different PHC service delivery models. The resulting models will serve to develop and
sustain cost recoverable PHC services within marginal income areas, as well as bring about
improved collaboration and coordination betw~n private and public sector health. care providen.

,
3. The project consists of one cooperative grant agreement (CA) and one contract for
training and technical assistance (T\TA). The CA will be awarded to the U.S. private voluntary
organization (PVO) CARE, and the T\TA ·contract will be awarded following an RFP and
Formal Competitive Negotiation to an international contractor fum.

4. Peru is presently under FAA Section 620(q) and Brooke-Alexander Amendment
sanctions. These provisions prohibit A.I.D. from obligating funds for services that will directly
assist Peru (either its people or its government/private institutions). However, FAA Section
123(e) pennits the obligation offunds with a qualified private voluntary organization, for support
to the ongoing and continuing program of the PVO. The T\TA contract will be competitively
negotiated once these ~ctions are lifted. The Mission has reasonable grounds to believe that
these conditions will be met by the second quarter ofFY92. Under the SHIP project, until such
point that sanctions are lifted, there will be no services provided to any GOP institution.

5. The Cooperative Agreement and Contract, 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 and major conditions,
together with such other terms and conditions as A.I.D. may deem appropriate.

a. Source and Qri&in of Commodities, NationaJity of Services

Commodities financed by A.I.D. under the Project shall have their source and
origin in Geographic Code 000 and Peru (for local cost fmancing as set forth in paragraph 6.

•-
••••
•
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below), except as A.I.D. may ~therwise agree in writing. The suppliers of commodities or
services fmanced under the Project, including those of ocean shipping services, shall have
Geographic Code 000 and Peru as their place of nationality, except as A.I.D. may otherwise
agree in writing.

II
rJI.1I

I,·
1/:.,.
II-

b. Special Provisions

I

I.·•
(1) To assist in the implementation of the project cooperative agreement,

USAID from time to time will i:isue cooperative agreement involvement letters furnishing
additional infonnation on requirements about matters stated in the Agreement. Such letters shall
not modify the tenns of th~ Agreement.

(2) The Parties agree to establish an evaluation program as part of the Project
and to carry out joint evaluations of the project. Except as the Parties otherwise agree in
writing, the Program will include, during the implementation of the Project and at one or more
points thereafter:

•Ir-
I

• I..
•

(a)
(b)

(c)

(d)

c.

evaluation of progress toward attainment of Ute objectives of the Project;
identification and evaluation of problem areas or constraints which may inhibit
such attainment; , .
assessment of how such information may be used to help overcome such
problems; and,
evaluation, to the degree feasible of the overall development impact of the
Project.

Waivers

(1) Waiver of 25 Percent Contribution RCQuirement

•

A waiver of the 2S percent contribution requirement is effective as of the date of
the signature of this Project Authorization. (See attached waiver)

(2) Waiver fQr NQn-competitiye Award .

A waiver for exception of competitive award procedures for the project's
cooperative agreement with the pva CARE\USA is effective as of the date of the signature of
this Project Authorization. (See attached waiver)

(3) Authority for Project Autboription b3 the Mission Director

Although 620 (q) and Brooke-Alexander Amendment sanctions have prohibited
the provision of A.I.D. assistance to the GOP, the intended award of grant assistance will be
to CARE\USA for the performance ofproject activities under project component 1. CARE\USA

tJ
/ .
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is a PVO registered with A.I.D. \W, eligible under Section 123(e) provisions, and meets the
criteria for a sole source award of A.I.D. assistance.

6. Based upon the financial plan, the description of Project activities and implementation
arrangements, local cost fmancing with appropriated funds is hereby authorized for the Project,
as necessary to fulfill program objectives and to best promote the objectives of the Foreign
Assistance Act. Local cost financing will be in accordance with A.I.D. HB IB CH 18A, Ie and,
pursuant to the Buy America Policy Guidance Cable (90 State 410442), the source, origin and
nationality requirements of the Standard Provisions of the Cooperative Agreement and Grant will
apply.

Pursuant to HB 5 Delegation of Authority Number 752, I have the authority to
approve projects in amounts of up to U.S. Dollars 20 million and with lives-of-projects that do
not exceed ten years. The A.I.D.lWashington review of the SHIP project recommended Mission
approval of the draft smp PID and development of the Project Paper for field authorization
(reference cable STATE (91)259948, August 8, 1991).

Based on the above justification and that contained in the attached justification for
waivers, by signing below I also hereby approve a waiver of2S percent contribution requirement
to the CARE cooperativeagn:ement, as per the justification for and nature of solicited proposals;
a waiver for non-eompetitive award of the cooperative 'agreement, as Led in ~I.D.
Handbook 13, Chapter 2 para. 2 3b; over the five year life-of-project.

Date: September 28, 1991 .
craig G. Buct

Director
USAID/Peru

Drafted by:HPN:AJWind:loII(idl.l+)---
Cleared by: AlHPN:ENecochea:loUljd~)_

AlHR:HGoldman:(id) .
AlPDP:EVari1las: ~I
CONT:PKramer:·loIllid~)---

RLA:JBoms:(id) ~_
DD:BCKennedy:, J.WL,~._.-_

•
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ENVIRONaTAL. THRESHOLD DECISION

: Peru

: Strengthening (Private sector)
Health Institutions Project (SHIP)

: (S27·m19)

: FY91 - FY96 $18.00 MUllen (CS,
HE, POP) .

: S Years

.: AlonZo Wind
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Recommended Threshold Decision : Categorical Exclusion. .

Project Number
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Project !:ocation

Pro..tect Title

.Yf!.H!. ptPJect

~ Prepared .El

t

...

, ...,Bu;;;;;;;l_ea_u Jhreshold _ge_c...i_s.1~o_n : Concur with ReccmnendatiQn

Cortments : None
•

Copy to

Copy to

Copy to

Copy to

Copy to

: Craig Buck, Director
USAID/Peru

: Alonzo W.ind. USAID/Peru

: Howard Clark, USAIDlEcuador

: carrie lhompson, LACIDRISA

: lEE·FUe

... ~. J&~L-,I:/Qt;;~te SEP 30 1991
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J70ject Countl)':

p'J'Qject Title:

PJ'Qject Number:

funding:

ENYffiONMENTAL DEIEBMINATIOts

Peru

Strengthening (private Sector] Health Institutions Project (SHIP)

527·0319

fY91 • fY96 518.00 MiJJion (CS, HE, POP)

•

A. Proiect Description

The Strengthening Health Institutions Project (SHIP) is designed to address some of the
principal constraints to increasing the coverage of high quality primary health care services to
low income populations in Peru. In particular, the project will help improve maternal/child "
health status indicators in the regions of Puno and Arequipa in the South, and Chiclayo in the
North. The proposed $19.0 million private sector intervention includes A.I.D. funding of$18.00
million, and an estimated $1,000,000 in project counterpart contributions from both the pUblic
and private sectors.

Since the project is focused on two separate geographical regions with differing socio
economic conditions (i.e. Puno and Arequipa in the South, and Chiclayo in the North), project
components will support the accomplishment of the following objectives in each respective
geographic area:

1) In the South -- the project will increase the coverage of high quality PHC services and
test the potential for sustaining these services within marginal income communities. Long and
short term technical assistance will be contracted under a cooperative agreement the U.S. based
PVO CARE. The project will establish PHC systems for providing fmancial, technical and
training assistance, as well as the procurement and distribution ofpharmaceuticals. The Project's
financial mechanism will employ sub-grants and coiltracts to finance and test various PHC
delivery models developed and implemented by local private sector health care providers in Puno
and Arequipa (e.g. NOOs, PVOs, private groups and universities). The estimated target
population for increasing the coverage ofPHC services in the South is 150,000 marginal income
people. For this component, SHIP will provide $5,942,000.

2) 'In the North - the project wiJI develop a self~sustainable network of health centers for
the delivery of high qUality PHC services to Peruvians of limited economic resources. Key
outputs will include the establishment of a separate, private sector, self-sustainable primary
health care organization (PHO). The PHO will incorporate a minimum of 11 health cerJters in
the Chiclayo region. The self-sustainl.'.ble model wiD be capable of covering all PHC network
operational costs through a fee-for-service and cross-subsidy pricing structure. An in~mational

contractor will provide both long and short-term technical assistance in establishing and
managing the PHO. The international contractor, in tum, will contract locally the services of
a management support unit (MSU) for the development and implementation ofsystems for social
marketing, finance, information dissemination, and the procurement and distribution of
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pharmaceuticals. The estimated cost is $10,158,000. The project's PHC network will provide
high quality health care coverage to approximately 300,000 low income people in the northern
zone of Chiclayo, and a significant number.of employment opportunities for local professional
medical personnel and related technical assistance.

A third component of SHIP will fund a series of operational research and other technical
studies designed to provide guidance and support for project activities. Studies in the north
include baseline data surveys for tracking project results, social marketing and financial analyses,
and other technical and applied research activities. Studies for the southern component will be .
defmed once the project's system for reviewing proposals for PHC sub-grant and contracted
assistance is fully developed. This component will also fund external project evaluations. Total
cost of the project component is $500,000. Approximately US$I,4oo,000 in project funds will,
also be provided for the services of two USAID PSCs.

Project funds will be obligated through a cooperative agreement and a Training/Technical
Assistance (rITA) contract: one CA with the U.S.-based PVO CARE, to be obligated in FY91,
and the other TITA contract to be competitively negotiated in FY92 for the accomplishment of
the project activities of in Chiclayo. The procurement of project studies (most likely through
buy-ins to centrally funded projects as appropriate), PSCs, and project audits and evaluations,
will be carried out by USAID/Peru with funds obligated in FY91 under the first Cooperative
Agreement.

B. Project Goal and PU1JlOse

The mal of the proposed project is to improve the health status of Peruvians through
greater coverage of quality primary health care (PHC) services. The project pUfJ)Ose is to test
the operational and financial feasibility of different PHC service delivery models. The resulting
models will serve to develop and sustain cost recoverable PHC services within marginal income
areas, as well as bring about improved collaboration and coordination between private and public
sector health care providers.

C. Identificationaod Evaluation of Eotentjal Enyironmental Effects

The project will have no significant environmental effects. The activities will have no
direct effect on the physical environment. The project is for the provision of health care,
nutrition, and family planning services. Beyond the effective re-modeling ofcurrent MOH health
centers and other facilities in urban Chiclayo and Lambayeque, it is likely no new construction
will take place. Should however a decision be nwle that MOH facilities are inadequate,
requiring the construction of two centers, an environmental impact examination will be
conducted prior to the RFP of the T\TA contract. The assistance to be provided, through one
Cooperative Agreement and one principal contract for services, will be primarily. used for
technical assistance, training, and the provision of primary health care services.



SlOP Project l::a'firoIUllea'a' Dttel'lllhlatJOD
Paae 3 ·527-()319

D. Statement for Catei0ricaI Exclusion

On the basis of the di5cussion above, it is the opinion of USAID/Peru that the project
does not require an initial environmental examination, because its activities are within the classes
of actions described in Section 216.2, Paragraphs c(2)(i) and (viii) cited below. The project is
categorically excluded from further environmental review pursuant to 22 CFR 216, as indicated
below:

Section 216.2 c(2)(i):
The action does not have an effect on the natural or physical environment.

Section 216.2 c(2)(viii):
Programs involving nutrition, health care or population and family planning services
except to the extent designed to include activities directly affecting the environment (such
as construction of facilities, water supply systems, waste water treatment).

Concurrence of the Mission Environmen~ Officer and the Director:,,
I have reviewed the above statement and concur in the determination that the ·Strengthening
Health Institutions Project" qualifies .for Categorical Exclusion (AJ.D. 216.2 (e» and does not
require an Initial Environmental Examination.

craig G. Buei
Director, USAlD/Pero



1

CONGRESSIONA~ NOTIFICATION TRANSMITTAL SHEET

DATE: September 13, 1991

We wish to inform you of proposed actions in the Agency's
programs during Fisc,l Year 1991:

Cent~81ly Funded (Sub-Sahara Africa) - EDESA S.A. Resource
Mobilization Guarantee Facility

Centrally Funded (Tunisia) - Banque Internationale de Arabe de
Tunisie (BlAT)

Peru - Upper Hua1laga Area Development
Centrally Funded (Sub-Sahara Africa) - Private Enterpri.e Fund

for Africa (PEFA) Direct Loan Facility
Eastern Europe Regional - Independent Media
Centrally Funded - AlphaGraphic& Franchise Guarantee Facility
Europe &Near Bast Regional - Pal.stinlan-Is~a.li Cooperation

Program
Centrally Funded (Cost. Rica) - Corporacion Privad. 4e

Inversione. de Centroaroerica - Direct Loan Faoility - Costa
Rica

Centrally Funded (Eastern Europe Region) - Eastern Europe
Enterprise Fund, .

(tlllntr.."v II'Uft"." (Nn"~.!:y) - AI;l H",n'.~"18 1'",,4
Auu\P .. ~"ULLcU Al(JYL,UUUI UIVI.1CplIlllle C66r illation. Co_i••ion

(CADCC) . . •
aenln - Children'. L••~nin9 and Bquitr roundationl
Peru - St~en9theninv .rivate Sector H••lth Institutions Project
Centrally runded (.oland) - Polish Enterprise Fund
Bolivia - Child Survival Network II (OPG)
Dominican RepUblic TN - Export an4'Inve.tment Promotion
Jamaica TN - Health Sector Initiatives .
Cent~ally Funded TN - Market and Technology Accels
Centr.llr Funded TN - Environment.l and Matural Resouroes

'ollcy and Training ..
Guatemala TN - Rural Electrification
Philippine. TN -Paml1y Plannln9 Assi.tance
Philippines TN - Health Flnence Oevelopment
Philippines TN - Rural dlectrificatlon
Philippine. TN - Private Sector, Inve.tment • Trade

Opportunities
Centr.llr Funded TN - Energy Technology Re.ou~oes Asst.

• Improved Animal Vaccine thru Biotechnology
. - AgriCUltural Policy Analysis

American School. and Hospitals Abroad - Fuden Center for
American ~tudies, Shanghai, China "

..
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centrally Funded TN - M~crO-Lendln9 Guaranty Fund Project
centrally Funded TN - University Development Llnkages

- Program Development and Support
- Conservation of Biological Diversity
~ Family Planning Service Expansion and

Technical Supp~rt

The Gambia - Financial and Private Enterprise (rAPE) Program
c~ribbean Regional TN - Caribbean Justice Improvement

- Small Enterprise Assistance
centrally Funded TN - Health Resource Support'

- ORT-HELP
- Maternal , Neonatal Health & Nutr.ition .
- Water and Sanitation for Health III
- Data.for Decision Makin; In the Hea Sec

(DDH)
- Applied Re and Child Burv Serv (ARCSS)

Philippines - Philippine capital Infrastructure Support Project
Ecuador TN - A; Sector Reorientation Pro9ram

The attached notification was sent to the Hill on
September 13, 1991. Obligation may be incurred on September 28,
199.1.

\~g"nn~ .....
Program Presentation Division
Bur.au tor Legislative Affalrs
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AGENCY FOR INTERNATIONAL DEVELOPMENT

ADVICE OF PROGRAM CHANGE

Datea

'J8SEP .,
-- • ., M4n

I "{oS

Country

Project Titl.

Project Number

FY 1991 CP Reference

Appropriation Category

Life-of.Projeet Funding

Intended FV 1991 Obligation,

: Peru

I Strengthening Private Sector
Health Institutions Project

521-0319

I None

: Population (PN), Health (HE),
and Child Survival (CS)

: $1',330,000 (G)
: $ 3,000,000 (PH)
: $ 1,000,000 (HE)
I $11,))0,000 (CS)

• I

I $ 3,025.000 (CS)

This 1s to advise that A.I.D. Intends to obligate $'.025,000 in
FY 1991 from the Ch11d Survival Appropriation for the
Strengthening Private Sector Health Institutions Project 1n Peru.

The purpose of the project 1s to evaluate Ind identify models of
private primary health care services delivery which improve
access. coverage, efriciency, and ,ustainabi11ty in two ar.a. ot
Pera.:.

This is a new project that was not pre'tnted 1n the FY 1"1
Congressional Presentation.

Annex: Activity Data Sheet , '

..- -_. .....•...

1.__ - ••
I

..

•

•
••
•



Q
•
~

J

I
r

I i 2

III•

I
Kc..

1'1
i-

lL II0

II ~I, III
~

I 1•
r
i

:11 ~I~~i

Iw.. •
11

a IVI

~, iJ

,nI~I
~Iw
~

c

I ...

~ III
If" II! iii III i I!~' II ~iB s,sn · ~

J

i Iittl
~IJ !I" I flBI I sli I!s·lq!; pif ~ I( ~ll

~ I'

I
t

..r
~,,-



EXECUTIVE SUMMARY • • • • • • . • • • • • • • ••

•

6
7
1.
7
7

...

.. ... ..... .. ..... .. .

.. . .
........... UMilIl~"IoM~" CSJIII')

1lIAJD\h1a , 527.oJ1.

·.. .....·.....

I

4
4
S
S
S

.,.

..
·......·. ....

...

..

...

Table of Contents

J.

II. BACKGROUND AND SETTING •••••••••
A. Country SeninK •••••
B. Peruyian Health Status

1. HeaI:h Status .
2. Problem Areas

C. Health Services Ayailability and Utilization
D. Health Sector Constraints ....•.••.•

1. Social and Demographic Realities
2. Curative Versus Preventive Care
3. Public Sector Constraints

"

9
9

11
11
12

13
13
13
13
30
41
46
46
46
48
48
49
52
54

·..

·.....
·.

·..

·... ....

....

..... .

·...

·...

.'.
·...

·. .. .
·...

·.

·. .~ .
·............ .

....

·..

.. .. .

.'.

·......

.... ................

..

..
r.toject Goal and Puawse
Project Components . • • • •

1. MAXSALUD: A Self-financing Primary Heallh Care Network in the North
2. MAXSERV: Expansion of. PHC Services in the South
3. Project Studies and Policy DiaJogueJDis~emination

End of IJroject Status and Project OutPuts
J. End of Project Status
2. Project Outputs .•••••••

Prqject Relatjonship to GOP" AJ.D.. and other Donor Efforts
J. Government of Peru
2. Other Donors • • • • • • • • • • • • •
3. A.I.D. Policy and Strategy
4. A.I.D. Projects in Peru ••••' •

C.

D.

m. PROJECT RAnONALE AND STRATEGY.
A. SHIP Rationale
B. SHIP StrateKY

1. MAXSALUD
2. HAXSERV

IV. PROJECT DESCRIP"fION
A.
B.

...................................

5S
55
57
57
Q)

62
63
63

"10
70
70
70

·..

.....

..

• • • • • • • • • • • • • • • • • • • •
·...

·.

...........................................

...-.

..................................................................

V. FINANCIAL PLAN . • • • • • • • • • • .....
A. Oyerall Proiect Estimated BudKet
B. Estimated Budeet by Prgject Component .'.

I. A Self-fmancing Primary Health Network in the North.
2. Expansion of Primary Health Care Services in the South

3. Studies, Evaluations and Pre-Award ·Survey
4. Project Monitoring and Support ••
S. Project Contingency Fund •••••••••

c. A&tbods of Implementation and finaneiu
D. Audit and Bewninl Rgirements •••••••
B. Eyaluation RCQuirements
F. Recurrent Costs ••

I., North ••• __ •••••••••



76

76
76
76
77
77 ..
78
78
78
79
80·
81
87
67
89
90
90
96

100
100
104

107
107
107
115
117
117
119
126
126
127
131
134
135
137
137
140
141
141
141
142
143
143
146
146• •

..

...

...

...

....

...

t •••

" .

. ;,

'..
..

·....

·..
·.....

..

..

......

..

...

...

·..
·...

·..

·..., .

·......

· .. 0-

• •

• •

·...

·....·.

·.

·....·....

·.

·.

·...
·..

·........

·..

·...

·.....

·..

·....

· o·

·..

·....

·.

·...

·..

·.

·.
·.....

...

• =' ••

·.

·.
., .

·.

·.

·.

·.

·........

·...

·..

·.

·...

..

..

• • • • • • • • • • • • • w • • • • • • • • •

·.
·...

·.

·..

·...

II • •

·..
·..

·.

·........~ .............

• t, ••

·" .·"

·...

...

..

....

.............................

·....·....

·...

·.

..

..

............................................

...

South2.

Technical Analysis
1. North
2. South

Institutional AniWil
1. North
2. South.

Economic Analysis •••• ••
1. Objectives and Methods for the Economic Analysis of SHIP •
2. Cost-Effectiveness Analysis • • • • • • • • •
3. Recurrent Costs and Budgetary Impact ••••••••
4. Project Benefits ••••••••••••••••••••••••••••••••••••••
S. ConclusionS and Recommendations ••••

B.

c.

D. EinancjaJ Analysis • • • • • • • • • • • • • • •••
1. A Self-financing Primary Health Network iri the North
2. A Set of NOO Health Providers in the SOlllth
3. Special Studies and Evaluation·Component •• •••••
4. Project Management and Support budget element •••••••••

E. Social SQundness Analysis • • .'. • •.• • • • • • • • • • • • • • • • • • • • • • • • • • • .. • • • • •
1. Social Analysis - Beneficiary Populations ••••••••••
2. Social Ana!ysiS. Institutions in Southern Component •••••••••••••
3. Social Feasibility

P. women in Development Reyiew • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • •
G. Initial Environmental ExaminatioD •••

VI. PROJECT IMPLEMENTATION ARRANGEMENTS .•...••••••••••
A. Project Cooperatjye Agreement and Contra,ctjng Regujtemellts

1. Northern Component: Competitively Bid Contract .••••••
2. Southern Component: Cooperative Agreement with CARE

B. 4nJ.D. Project ManagemenVMonitorjng •.' ••••••
C. Implementation Schedule

1. Northern Component
2. Southern Component
3. USAIDlPeru....... ••
4. Collaboration with Other Donors and NOOs
S. Illustrative Implementation Schedule

D. Procurement Plan •••.•••••••
1. Pharmaceuticals........
2. Fixed Assets and Supplies

E. Training plan
1. North
2. South ••

F. ]'echnical Assistance plan
1. North .
2. South •••

W. SUMMAlUES OF ANALYSES
A.

..

j
I

q,



LIST OF FIGURES
Em

Fi,. J Model of Project Strategy· MAXSALUD 16
Pia. 2 Current Situation of Possible Health

Centen in the Dept. of Lambayeque , 21
Fig. 3 Projected Staffing Over Five Years 23

. Fig. 4 Model of Organization Structure of PHO in North 26
Fig. 5 Expansion of PHe Services in the South:

Administrative Structure 38
Fig. 6 Summary of Total Project Costs by Funding Source ,

and Foreian Bxcbaoge and Local Currency Cost 56
Fia: 7 Total Project Costs by Project Component, Funding

Source and by Foreign Exchange and Local Currency
Costs (with aeparate Contingency) 58

Fi,.8 Total Project Costs by Project Component, Funding
Source and by Foreign Exchange and Local Currency
Costs (with Contingency folded in) 64

Fig. 9 Total AID Project Costs by Project Component, Inputs
and Project Years (with separate Contin,eDcy) 6S

Fig. 10 Tota! AID Project Costs by Project Component, Inputs.
and Project Years (with Contingency folded in) . 66

Fig. 11 Projected Obligations and Eannarldngs/COmmitments of
AID Project Funds by U.S. Fiscal Year 67

Fia·12 Methods of Implementation Flow Chart 69
Fig. 13 Network Schedule of Marl\et Operations 71
Fig. 14 Crossed Subsidies: Operational Annual Cash Flow . "-
Fig. IS Crossed Subsidies: Annual Operational Surplus 73
Fig. 16 Give-Away of Health Centers 74
Fi,.17 MSU • Personnel Costs • Detailed Bstimate 75
Fig. 18 Investment into Health Centers Network (by Year) 82
Fig. 19 Investment into Health Centers (by Type) 83
Fig. 20 Cost of Clinic Equipment and Supplies 84
Fig. 21 Health Indicatl'rs, Dept. of Lambayeque, 1989 109
Fig. 22 Causes of Death, Dept. of Lambayeque, 1989 110
Fig. 23 Morbidity, Dept. of Lambayeque, 1990 111
Fia·24 MOH Coverage of Health Services, Dept of Lambayeque, 1990 112
Fia.2S SHIP Project Log Frame 147

LIST OF UNATI'ACHED ANNEXES

Allnex 1 Buic Equipment Ust for One Health Center
Annex 2 Elsie Formulary for Moderate Size Health Center
Annex 3 Technical Specifications for PharmlCeUtica1.
Aanex 4 Scope of Work for Pharmaceutical T.A. Advisor .
Annex 5 Ec:oaomic Anlly.is
Annex 6 finlacial ADalylis
Annex 7 Social Soundness Analysis
Annex 8 PHO Tecbnicaland Financial Simulator
Annex 9 Initial EDvironmental Examination
Annex 10 Statutory Aaistanee Cbecklia

, .

\1)



I'niId """/01'YIII'
S27.fJ319· "'" 1

I. EXECUTIVE SUMMARY

The Ministry of Health (MOB) and the Peruvian ]lnstitute of Social Security (IPSS) are officially
responsible for providing health care services to the vast majority of Peruvians. National

, statistics for 1990, however, show that the MOR served less than 40% of the population and the
IPSS covered only 15%. At least 7.S million of Peru's 22.3 million inhabitants, or one third of
the total population, have little or no acces~ to modenl health services. Peru's high maternal
mortality rate of 30 deaths per 10,000 live births is largely due to inadequate family planning
services, illegal abortions, unassisted deliveries, malnutrition, and unavailable or limited prenatal
care,. Child mortality rates are also extremely hil~h, with children under the age of six accounting
for more than 40% of all deaths in Peru. Although the infant mortality rate has progressively
decreased over the past 30 years, it remains one of the highest in Latin America.

Clearly, critical health care priorities are not being addressed by the public sector. Inadequate
budget resources, inefficient management anel administration of delivery services. and poor
allocation of personnel and other medical resources are some of the key constraints. In addition•

. the country's economic crisis. which began during 'the previous Garcia administration, has
drastically reduced the real purchasing power'of Peruvians in the low and middle income
categories. In many households the crisis has severely reduced or virtually eliminated disposable
income for basic health care needs. Families and individuals at an economic level above
subsistence. who previously could afford minimum h~ care attention at private clinics or
better equipped IPSS facilities are now forced to seek care at the MOR's over-crowded and
poorly managed medical centers. health posts and .hospitals.

The economic crisis has likewise severely deteriorated Peruvian public health sector resources.
The MOB does not have sufficient resources to maintain even the current low level of health
care coverage. In real terms. the MOR budget for 1991 is only 68% of the amount spent in
1984. Similarly, IPSS revenues have dropped dramatically due to unemployment and poor
investment.

The Strengthening Health Institutions Project (SIDP) is deSigned to address some of the principal
constraints to increasing the covera3e of high, quality primary health care services to low income
populations in Peru. In particular, the project will help improve maternal/child health status
indicators in the regions of Puno and Arequipa in the South, and Chiclayo in the North. The
proposed $19.0 million private sector intervention includes A.I.D. funding of$18.0 million, an~
an estimated $1,000,000 in project counterpart contributions from both the public and private
sectors.

The mal of the proposed project is to improve the health status of Peruvians through peater
coverage of quality primary health care (pHC) services. The project PUIJlOS is to test the
operational and financial feasibility of different PHC service delivery models. The resulting
models will serve to develop and sustain cost recoverable PHC services within marginal income
areas, as well as bring about improved collaboration and coordination between private and public
sector health care providers.

I
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Since the project is focused on two separate geographical regions with differing socia-economic
conditions (i .e. Puno and Arequipa in the South, and Chiclayo in the North), project components
will support the accomplishment of the following objectives in each respective geographic area:

1) In the North - the project will develop a sustainable network of health centers for the
delivery of affordable high quality PHC services to Peruvians with limited economic resources.
As this component aims for maximally sustainable health, it is referred to as MAXSALUD.
Key outputs in MAXSALUD will include the establishment of a private and sustainable primary
health care organization (PHO). The PHO will include a minimum of 11 health centers in the
Chiclayo region. It is anticipated that nine of these centers will be MOH facilities transferred
to the PHO by the Regional Government of Nor-Oriental del Maranon (RENOM). The
remaining two centers will be constructed with project funds. The self-sustainable model which
will be employed by the PHO will eventually generate enough resources to cover the program's
entire operational costs through a fee-for-service and cross-subsidy pricing structure. An
international contractor will provide both long and short-term technical assistance in establishing
and managing MAXSALUD. The international contractor will locally contract the. services of
a management support unit (MSU) for the development and implementation of systems for social
marketing, finance, information dissemination, and the procurement and distribution of
pharmaceuticals.

The estimated cost of MAXSALUD is $10,158,000. The project's PHO network will provide
PHC services to approximately 300,000 low income people in the northern zone of Chiclayo,
including employment opportunities (or local professional health care personnel.

2) In the South - the project will increase the coverage of high quality PHC services and test
the potential for sustaining these services within marginal ~ncome communities. Long and short
term technical assistance will be provid~ under a' cooperative agreement with an international
PVO. As this component aims for maximum services, it will hereafter be referred to as
~{AXSERV. .

MAXSERV will establish and reinforce PRC information and services systems by providing
financial, technical and training assistance, as well as the procurement and distribution of
pharmaceuticals. MAXSERV will provide sub-grants and COi1~Cts to finance and test various
PHC delivery models developed and implemented by local private sector entities in Puno and
Arequipa (e.g. NGOs, PVOs, private groups arad universities). MAXSERV will also facilitate
an open dialogue and information exchange between .those private organizations and the public
health sector. The estimated target population for increasing the coverage of PRe services in
the South is ISO,OOO marginal income people. For ,this component, SHIP will provide
$5,942,000.

3) The project wiD also fund operations research and other technical studies designed to provide
baseline information, guidance and feedback on project supported activities. Studies in the north
include baselineda~ surveys for tracking project results, social marketing and financial analyses,
and other technical and applied research activities. Studies for the southern MAXSERV will be
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defined once the 'project's system for reviewing propos31s for PRC sub-grant and contracted
assistance is fully developed. Including the evaluations, total cost of the project component is
$500,000. Approximately US$1,4oo,000 in project funds will also be provided for the services
of two USAID PSCs through this component.

Project funds will be obligated through a cooperative agreement (CA) with the U.S. based pva
CARE for MAXSERV, and a Training\Technical Assistance (T\TA) contract for MAXSALUD.
The procurement ofproject studies (including some buy-ins to centrally funded projects), PSCs,
1\TA Contract audits, and project evaluations, will be carried out by USAID/Peru with funds
obligated under the Cooperative' Agreement.

SUMMARY BUDGET

Totll Proj.ct COltl by Proj.ct CClft1)OMI1t with Contingency Incorporltecl, F&nding Sourc.
end by For.i"n Excheng. (FX) Ind Locil Currency Coati (LC)

(USS'OOO)
A.I.D. COUNTERPART

PROJECT COMPONENT ••......•...................
FX LC .TOTAL . SUPPORT GRAND TOTAL

I. lelf'Financing PHO (NORTH) 5,015 5,143 10,158 1,000 11,158

1. T.chnicil Allfatanc. 2,946 0 2,946 0 2,946
2. CCllIIIlOdi t i.. 914 150 1,064 0 1,064
3. Short-t.nn Tr.'ning 100 100 200 0 200
4. Oper.tin" COlta 0 3,741 3,741 0 S,741
5. RtnOVIUon/conatruetion 55 1,102 1,157 1,000 2,157
6. Studi.I/Audita 0 50 ·50 0 50
7. OVerhead (251) 1,00P 0 1,01)0 0 1,000

II. lGO Hellth provldera (SOUTH) 1,921 4,021 5,942 0 5,942

1. Technlc.l A'lfatenc. 233 0 233 ' '0 233
2. Comnoditi.1 470 30 500 0 500
3. Short-t.na Tr.lning 115 115 230 0 230
4. Oper.ting COlta 0 1,616 1,616 0 1,616
5. S~-Grlntl 0 2,160 2,160 0 2,160
6. Studi••/Audlts 0 100 100 0 10O
7. Overh'ld (101) &.G&A (81) 1,103 0 1,103 0 1,103

III. Project Monltor'ng Support 1,200 200 1,400 0 1,400

IV. Itudltl/Evel,--tfON/Pr"A"lrd 364 136 500 ,0 500
TOTAL ',500 9,500 10,000 1,000 19,000

..
"

'.7
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D. BACKGROUND AND SETTING

A. Country Settin&

Peru has widely diverse physical, demographic, social and economic characteristics. Although
rich in natural resources, the country is suffering a economic and social crisis. Of the total
Peruvian population of 22.3 million (1990), at least 6 million live in conditions of absolute
poverty, and another 3.5 million are deemed relatively poor according to the International Bank
for Reconstruction and Development (lBRD or World Bank) data. Peiu's average gross national
product (GNP) per capita in 1990 was S807, expressed in 1985 dollars (lnstituto Cuanto S.A. 'J.'

Peru en Numeros, 1991). That average belies the intensity of impoverishment of major
segments of the population in the past ten years, during which time the per capita GNP fell 25%,
investment declined 54%, and the annual inflation rate climbed from 60.8% in 1980 to 7,650%
in 1990. From 1980 to 1990, salaries fell in the private sector by 69%, in the public sector by
83%, and the minimum wage fell by 73% (lnstituto Cuanto, Ajuste y :r.conomia Familiar 1985
1990, 1991)~ Income distribution in Peru is one of the most regressive and uneven in Latin
America. The ratio of income earned by the highest 20% of the population compared to the
lowest 20% is 32 to 1. Over 70% of Peru's economically active population is unemployed or
underemployed. The lack ofjobs and government restrictions have contributed to Ute generation
of an underground economy.' .

Peru is the fourth largest country in Latin America, and is the fifth most populous country in
the region. The population size is large compared to its very small productive land base.
Formidable physical barriers (e.g., deserts, mountains, and jungle with difficult access) restric~

the development of a transpo~'1 network, limiting the possibilities of ecOnomic integration and
tiade within the country. Insufficient public investment has caused disintegration of the road
network as well as ports, railways, and powtr generation and transmission networks. Terrorist
actions have contributed to deterioration of possibilities for economic development.

For two decades, Peru has experienced a high incidence ofde-stabilizing political turbulence and
socioeconomic crises. More recently, it bas begun to suffer the effeclS ofan active and growing
terrorist movement and drug trafficking. During the military diclatorships of the 19705,
~despread economic and socio-political changes were executed, including a massive land
reform. These changes modified the structure and ownership of productive resources, and
greatly increased the role of .the State in the economy. In 1980, Petu elected a democratic
government that set out to reverse the statist oriented policies of the 19705. The world recession
of the early 19805 and the laulting shaJp drop in prices of Peru's major traditional exports,
combined with unprecedented and widespread climatic distortioas aod inappropriate monetary
and fiscal policies, precipitated uncontrolled inflation and rapid defaioration of the economy.
By mid-I990, inflation was running at over 3,0005 per year, while die economy wu in • deep
ncession. 1IIe public sector was. operating at a deficit with hIre1J enough resouR:eS to ..y
salaries. Large-scale corruption, generalized subsidies and price. CDIItrols severely distorted
relative prices. A unilateral moratorium on most external debt .wee isolated Peru from its
traditional creditors; mars reached about $12 billion, or "" of external debt. As •

•
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consequence, economic and social infrastructure, normally financed with external funds,
deteriorated to unprecedented levels. The "Shining Path" and "Tupac Amaru Revolutionary
Movement" terrorist groups, with links to corruptive drug trafficking activities, have created
social havoc, destroyed peaceful and normal living conditions in many parts of the country, and

. contributed to the deteriorated economic situation.

B. Peruvian Health Status

1. Health Status

Peru's population is young with 39% of the total population under age IS. Life expectancy at
birth is 63.4 years, which is low compared to other countries in the Latin American region.
From 1981-1989, the crude birth rate declined from 37.6 to 32.8 births per 1,000 inhabitants.
Due to the more rapid decline in death rates in relation to the birth rate, the population growth
rate for 1991 is estimated at 2.1 % (lNE), which continues to be ~ong the highest in Latin
America. .

The maternal mortality rate is 301 deaths per ·100,000 live births, which is extremely high
compared to rates of 3 per 100,000 in developed countries. Along with maternal malnutrition
and inadequate perinatal care, high levels of fertility and inadequate birth spacing contribute to
poor maternal and infant hea1th~ Infant mortality in Peru, at 80.7 per 1,000 live births in 1989,
is the third highest in Latin America (INE, Peru 1990 Indicadores Demograficos por
Departamentos). .

The 1984 ENNSA Survey showed that across all age groups, the most serious health problems
facing Peruvians today are respiratory and intestinal illnesses. Acute respiratory infections (ARI)
account for almost half of all morbidity in Peruvians over the age of one year, and for nearly
a third of all child and adolescent deaths. Digestive tract diseaseS caused by poor hygiene
practices, Jack ofpotable water and other environmental factors resulting in diarrhea, are among
the most. common health problems affecting Peruvians in all age groups over five years.
Diseases such as malaria and tuberculosis have high prevalence rates, especially in roral and
marginal urban areas.' .

2. Problem Areas

L Maternal Morbidity and Mortality
.

.- Abortion was the main cause (34.4 percent) of maternal·morbidity, acconling to hospital
admission and discharge data from 1981. Birth delivery c:omplieationu were the second leading
cause of maternal morbidity (16"), ·followed by bemorrlulps (6.3~), and perinatal
complications (3"). ;

TIle high maternal mortality rates indicate serious problems in quality of care, as well as
coverage. Pleventive measures to identify arid reduce"rilb of maternal mortality are urgently
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needed, including expanded family planning coverage, pre-natal care, iron supplementation
during pregnancy, and childbirth assistance by trained attendants, especially for those births
identified as high risk. Use of modem contraceptive methods, which greatly contributes to
improved maternal and infant health through child-spacing and reduced child-bearing, is low at
23% of women of fertile age (WFA).

b. Child Morbidity and Mortality

Child health in Peru ranks among the worst in Latin America. Although actual vital events are
underestimated, extreme regional differences exist. Acute respiratory infections (ARl) 'are the
leading cause of death-in children under five. Diarrheal disease, particularly the consequences
of dehydration, and vaccine-preventable diseases are other significant cause of deaths among
infants. Approximately 71 % of infant deaths are caused by five problems: acute respiratory
infections, perinatal problems, intestinal infections, vaccine-preventable diseases, and
malnutrition.

c. Nutritional Status of Children

The 1984 ENNSA Study reported that 37.8% of the 0 through 5 year old children surveyed
(15,314) were chronically malnourished (below two standard deviations of the mean normal
height for age). MO,re than 60% ofchildren under six and over 70S of four and five year olds
Jiving in the rural sierra were chronically malnourished,'while over SO% of children under six
and nearly 70% of children 18 to 23 months from the jungle regions of Peru suffered chronic
malnutrition.

C. Health Services Availability and Utilization

Health care is provided by a diversity of public and private institutions. The private sector,
which includes fee-for-service physicians and private hospitals, coven an estimated II % of the
total population. The Peruvian Institute of Social Security (IPSS) is charged with providing
hospital and ambulatory care for, an estimated 28'" of the total population (employed workers
and their dependents), though actual coverage is less. Another 3" of the population is covered
by the Armed Forces and Police and other public and para-statal facilities. All other Peruvians
(58") are considered to be under the care of the MOH. However, the MOH is currently
providing services to only 26% of the population, leaving 32" ofdie total Peruvian population
without access to modem mediCal services.

Even though the number of'MOH and,IPSS health centers and heallhposts has increased over
the past ten years, lack of adequate'coverage continues to be. major problem. In addition, '
hospital level care is still lacking in many rural mas. In urban cenIetS, hospitals are overused
for non-acute ambulatory care. The now yearly MOR strikes Jasting1hl'ee months in 1989-1990
and four months in 1991 also seriously impair the ability of the public sector to provide services.

; , -\~
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Manpower and labor are the most costly element in the delivery of health care, accounting for
about two-thirds of the recurrent costs currently spent in the public health sector. The
proportion of both MOH and JPSS personnel assigned to outlying health centers and health posts,
relative to the population, is less than adequate. The geographi(; distribution of physicians,
nurses, paramedics and pharmacists in both health care systems disproportionately favors urtan
areas, especially Lima.

Use of health services is closely related to their accessibility and to such factol'S as
socio-economic status, age, education, and severity of illness. All population groups use both
formal and informal systems. Primarily due to the cost of using the formal health sector,
whether public or private, the poor are more likely to seek health services through informal
sector practitioners - pharmacists, traditional healers, traditional birth attendants (TBAs),
volunteer community promoters, and others.

D. Health Sector Constraint$

1. Social and Demographic Realities

In 1990, 80% of Peru's nearly 15.6 million urban inhabitants lived in working-class
neighborhoods or peri-urban squatter settlements and slu~s known aspueblosjovelles. Between
1940 and 1990, the urban population of Peru grew from 40% to 70% of the total population,
reflecting the migration of young families and adolescents seeking employ~ent and a better life.

In rural areas, Peru's large size and difficult geography, poor road system, lack of adequate
communication facilities, and limited human and financial.resources rePresent major obstacles
to the delivery of health services. Logistical and communications problems are even more
severe in the poor rural areas of the central and southern sierra, where, in addition, terrorist
activities are a constant threat.

2. Curative Versus Preventive Care

1be public health sector has historically devoted considerably more resources to curative,
hospital-based care rather than preventive care. Health centers and posts are under-utilized,
because they are understaffed, under-equipped, and under-supplied. The national average user
rate for JPSS clinics, for example, is only 49%. Because MOH and IPSS hospitals are relatively
better equipped, they become the principal service de1i~ point for PHC. The over-emphasil
on hospital-based curative care bas also led to an overabundance of hospitals beds in both
systems, thus draining limited resources.

3. Public Sector Constraints .

The MOH and JPSS are to provide national health coverage. A number ofcharacteristics of the
MOH pose problems for the development ofan integrated sustainable health care system. These
include: severe budget constraints, excessive hospital-based provision ofservices in large urban



-

. .

I'rriItI ,..",lor SIIII'
SJ7-#)JII· ,..,••

areas; lack of trained managers to plan, train and supervise personnel at all levels of the health
service delivery system; difficulties in coordination between administrative and technical
personnel; complicated bureaucratic procedures required to secure funds for the MOH from the
MEF; lack of supplies and properly functioning equipment in service facilities; and, lack of an
effective management information system.

a. Financial Resources

The MOH received 2% more of the GOP budget in 1986 than in 1985, and received an increase
again in 1987 to 7.2% of the national GOP bUdget, one of the highest in Latin America. The
average health budget'in developing countries is approximately 4.5% of the national budget.
Total health sector expenditures (public and private) is 4.5" ofGDP, which compares favorably .,
with other Latin American countries with a similar per capita income (ANSSA, 1986). Although
the current GOP policy gives priority to rural and marginal urban populations, there is still an
urban concentration of curative facilities. Per capita health.expenditures are four times greater
in Lima and Callao--whereincome is higher and health status indicators are better-than in other
areas. Approximately 10" of the MOH operational budget is allocated to PHC, while
international donor organizations have fmanced almost 75% of the costs by supporting PHC
projects.

The IPSS receives a direct allocation ofonly 7%of its total budget from the GOP; the remaining
93" comes from employee and employer centributions, with the GOP one of the largest
employers. Of the total budget, 60% is spent on the health care program. A major problem
is the failure of the OOP, as an employer, and other private employers to pay their fun
contributions, resulting in a debt to the lPSS that exceeds $350 million dollars.

b. Human Resources

Though many MOH staff received training in administration, fmancial management and PHC
. delivery under A.I.D. health sector projects in the past decade, many have been reassigned

during reorganizations to positions which could not utilize such training. On the other hand,
since 1990 under the administration of President Fujimori, the MOR has been successful in
appointing more technically qualified personnel to staff administrative and technical posts.
However, a continued high tum-over of high level personnel creates discontinuity in health
policy and implementation.

c. Regionalization

The ,qionalization }jlOCeSS underway is supposed to significantly cbange the structure of the
MOH, transferring most service delivery and program management responsibllities 10..onat
offices and 'municipal governmentS. The goal of regionalization has been to delegate health
Idministration down 10 levels closer, and more attuned, 10 local needs. Decentralization is well
advanced in five· regions: Arequipa, Grau, Amazonia, Mariategui, and Ucayali. 1be
regionalization of the IPSS is not anticipated•



1'rtt}ftl 'tip" /D' SIll"
$17.,319 • hI' I

When regionalization is completed, national ministries will no longer have direct supervisory
authority over $ervices provided within the Regions. It appa...ars the new role of the Ministry of
Health will focus less on service delivery and more on public health policy and management
issues. The central MOH will be in charge of: strategic planning, financing and economic
analysis, quality control of medicines and health care services, and the provision of technical
assistance to the Regions.

While the regionalization process may be a positive faclter in the organization of the health sector
in Peru by moving decisions and resources closer to the problems being addressed, at this time
it is causing some prob~ms. Decentralization and reorl~anization ofgeo-political boundaries has
created leadership problems in the transformation of Dc~partmenta1 Health Units to Regional and.
Sub-Regional Health Offices. The transition is uneven, affecting different regions selectively•.

m. PR01ECI'RATIONALE AND STRATEGY

A. SHIP Rationale

There is a great unmetn~ for primary health care services to low income populations in Peru
through private sector alternatives. Although the MOH has recently been more ~ffective in the
promotion of preventive health care services, including nationwide vaccination campaigns for
children and infants, indications of increased coverage of services by the MOH have been
scarce. The vast majority of marginal income Peruvians in urban, peri-urban, and rural areas
~ive little ifany quality primary health care service from the MOH. As a result, Peru is faced
with extremely low health status indicators, particularly for expectant mothers, infants, and
children under the age of six. Moreover, government resources for the provision of PRC and
other health services have been significantly reduced, with little indication of future increases
beyond the current social safety net, which mainly focuses on food assistance through
community-based organizations, such as comedores populares, mothers' clubs, and the Vasa de
uche program. .

The proposed project site locations of Puno and Arequipa in the South, and Chiclayo in the
North, present many challenges and opportunities. Both regional government authorities in Puno
(RGJCM) and in Arequipa (RGA) have expressed their support for the project concept of
increasing PHC coverage through private sector models. Given the GOP regionalization
program and new local decision-making authority, the project will help facilitate a stronger
relationship between the providers of PHC services assisted under the project, and the regional
MOH authorities. BenefItS can be derived through both policy design and implementation, and
the potential for leveraging project counterpart resources from the regional MOH (including
health centers and other operational JeSOurces). The capability of sustaining high quality PHC
services which provide increased coverage is necessary if the projec~ is to have an impact beyond
the five-year LOP. The sustainability of PHC services will be tested in various ways, including
fee-for-service, leVeraging ofother resour~.s, and thejointparticipation ofvarious private sector
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entities. By so doing, the project is expected to have a significant impact as an agent for change
in the provision of PHC services to low income populations.

Puno represents one of the poorest, most isolated areas of the country. Cooperatives and other
, non-governmental and community based organizations are prevalent, but primary health care

coverage through these organizations is almost non-existent. Arequipa is somewhat more
advanced in the provision of PHC services on a limited basis through NOOs and church groups.
There exists an informal process for health care policy dialogue between community
organizations and the regional government and MOH authorities. Howeverp both Puno and,.
Arequipa have extensive pockets of poverty where little or no coverage of primary health care
is provided. Although regional government authorities are gradually being delegated authority
for the region's health care operations and policies, resources are extremely limitp..d and will
most likely continue to remain this way for the foreseeable future.

There is a need to test various health care models and to see which ones can have the greatest
impact on increasing the coverage of PHC services to people of limited economic means.

. Although NGO programs provide a network for low income communities to mobilize support
for their own development, major constraints are found in the lack of health care priorities and
absence of the human and infrastructure capabilities needed for the provision of effective PHC
services. Support for the development and expansion of PHC services in low income areas
requires further analysis and practical application. For ~xample, in addition to working with
NOOs that meet minimum criteria for .undertaking PHC programs, the project will test other
models for contracting necessary services through local private sources of medical assistance,
and support for community organizations such as mothers' clubs and other community level
entities including labor and/or farmer-peasant groups.

In the Mmfu, the rationale for project activities is based on economic and other key factors
which differ from the South. The region of Chiclayo is a fast growing area and is conducive
to an entrepreneurial approach for the design of a self-sustainable primary health care network.
Chiclayo 1'epresents the center of commercial activity of the Nor-Oriental del Maranon Region
comprised of the three departments oflambayeque, Cajamarca and Amazonas. This region also
is the third largest generator of tax revenues. for Peru behind Lima and Arequipa. The median
income level of the region is 12.5%greater. than the country's overall average. On the negative
side, however, Chiclayo has increasingly become a crossroads for coca trafficking shipments.

NOOs that provide health care services are relatively undeveloped in Chiclayo, thus limiting
private sector alternatives to PHC delivery. Ministry of Health (MOH) facilities and centers in
Chiclayo are virtually non-functional and cover a very sinaU percentage of the population.
Needed to effectively address the causes of morbidity and mortality among marginal income
people is a primary health care network that stresses community outreach, health education, and
primary health care services. There is a huge unmet demand within Chiclayo for high quality
PHe services within low income urban and peri·urban communities. The project proposes to
fill a major need within this community.
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Increasing private sector services to expand the coverage of high quality PHC services is a better
alternative than focusing on the current MOH health care system in Chiclayo. The ability to
sustain the provision and coverage of high quality PHC services is essential. The most yi&ble
alternative is the proposed self-sustainable PHC model, which is capable of increasior PHC

· coverage to low income populations in the Chiclayo region, and at the same time sustaining these
services beyond the life-of.-project.

B. SHIP StratC&Y

The five-year, $19.0 million project is designed to evaluate and identify models of private
primary health care services delivery which improve access, coverage, efficiency, and
sustainability of services in two areas of Peru. The SHIP responds to the lack of healtb care
availability in Peru, and to the inability of the public health system to provide such care. The
project consists of three components: MAXSALUD~ establishment ofa self-sustaining primary
health care network in the Northern region of Chiclayo; MAXSERV, assistance to health care

· providers in the project areas of Puno and Arequipa in the South; and operations research and
other technical studies and information dissemination activities in support of project
implementation and as a way of influencing .h~th care policy. There are also budget elements
for project management support (i.e. 2 PSCs and related support materials, audits and
evaluations) and contingency.

1. MAXSALUD

The project will establish the systems, procedures and methodologies for a n~w, self-sustainable
primary health care network to serve the areas ofChiclayo, pueblosJOveMS located in peri-urban
areas, and one section of the district of Lambayeque. The MOH ofRENOM has suggested that
nine health .centers be ceded to the PHD. A legal study at the beginning of the project will
determine mechanisms for doing so. An important issue wit! be what happens to current MOH
staffof these clinics. An international firm will be Awarded a competitively negotiated training
and technical assistance (!rrA) contract in CY92 for the performance of all project activities.
The contract will provide for the services of long- and short-term technical assistance. The
contractor will be responsible for contracting the staff of a management support unit (MSU) to
be comprised of local professional medical·, management and staff support personnel. Key
implementation activities of the PHC systt~m will include: 1) an appropriate geographical
location for 11 health centers (2 to be constructed as part of this project) and a 1arget population
of approximately 300,000, low income people; 2) demand estimates for services, fees and the

·cost ofPHC services; 3) the development ofPHe service delivery packages; 4) health education
modules; 5) health marketing, advertising campaigns and community mobilization efforts; 6)
testing of pricing strategies and risk-sharing alternatives; and 1) development of an incentive
system for health service providen and employers. .

A fundamental principle of the self-fmancing primary health cue model is a system of cross
subsidies to be employed at three levels: health center subsidies from urban areas to peri-urban
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population; subsidies from cuntive: activities to the preventive activities; and subsidies from
patients in better condition to pay for services, to patients who are Jess capable of meeting the
minimum fee for service requirements. There may be different levels of services provided in
the various tenters. Essential preventive 'services will be provided free of charge. Basic
services will include immunizations, control ofdiarrheal diseases, nutrition interventions, family
planning, treatment of acute respiratory infections, and pregnancy care.

Marketing strategies will be applied to needed services such as immunizations, prenatal control
and deliveries. The project's social marketing approach will include advertising campaigns
through mass media such as radio and television, as well as in print media. The objective of
these promotional activities will be to educate people arid stimulate increased utilization.

Several activities will be undertaken to encourage community partidpation, including local
boards of directors at each health center; training of promoters and volunteers; establishment of
an effective board of directors for the PHD; social marketing as described above; organization
of community health fairs; support groups such as mothers' clubs and youth groups; and the
integration of health centers with other community development endeavors. Direct involvement
by the local communities is an integral part of the self-sustaining objective. PHD health centers
will have a community room available at all times for meetings and educational programs.

MAXSALUD, the self-sustainable model in the Northern region of Chiclayo, will be capable
of attracting well qualified medical personnel through a competitive salary structure (see
Financial Analysis section VII.D.). The proposed salaries for project Medical Doctors, Nurses,
and other professional level personnel for operation of the centers and ~e management SUP90rt
unit, will be equivalent to salaries earned by IPSS professionals and for private medical
practitioners. Thus, the project will contribute to reducing unemployment in the heiUth sector
through the provision of well paying jobs. The MSU will also s...oek to develop additional income
for covering its own costs of operation through fund raising activities, training, research,
consulting work, government grants or subsidies, and other donor Contributions.

2. MAXSERY:

The project strategy employed in the South is based on the need to test out various private sector
models for increasing the coverage and the potential for sustainability of PHC servic~s in project
areas of Puna and Arequipa. To accomplish these objectives, the project will provide a
Cooperative Agreement to an international NOD. The NOO will be responsible for the
establishment ofbasic systems for the development and expansion ofPRe service models under

. the project. PHC service priorities will be immunizations, control of diarrheal diseases,
nutrition interventions, family planning, treatment ofacute respiratory infections, and pregnancy
care. Systems will include a financial mechanism for funding PHC models through sub-grants,
contractual services, and other fmancing amu~gemc:nts such as fund guarantees and a revolving
procurement mechanism for essential medicines and supplies. . Other key systems 10 be
developed under d\e grant will include teehnic:a! assislan~ an~ training, and procurement and
distribution of pharmaceuticals.
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For establishing the above systems, grant funds to an" international NOO will be used to create
a separate primary health care division. To develop and establish project systems in the areas
of Puno and Arequipa, grant funds will be used to contract several key long-term personnel as
well as short-term technical assistance and training as ,required. The long-term personnel will
include one program director, two sub-directors, :lCCOuntants and secretaries, who will comprise
the project's technical and managerial presence in the two locations of Puno;md Arequipa. An
estimated 3S months of short-term technical expertise is required to assist in all phases of project
implementation. In addition, the South component will finance one PSC, to be located in Lima,
who will be responsible for back-stopping project activities, and proqjding project
dOCdmentation, communication and Mission management support.

Implicit in the project strategy is the development of a close, mulllally beneficial relationship
between representatives of private sector health care providers and regional government
authorities and health officials. This relationship is viewed as key to the effective collaboration
of health care providers and the sustainability of PHC services to marginal income populations.
A collaborative relationship between public/private sector health care representatives and policy
offi.cials will be facilitated by the Mission's proposed FY93 health sector non-project assistance
resources. It is anticipated that influence in health policy design and implementation, and GOP
counterpart funding, may be leveraged under the planned USAIDlPeru health sector NPA.

IV. PROJECT DESCRIPTION

A. Project GQal and Punx>se

The IQal tQ which the project will contribute is to improve the hslth status of the population
in the project areas. The sub-&Qa) of the project is to contribute to Jlealth policy dialogue in
Peru regarding health care financing and health care delivery. At tile purpose level, the project
will evaluate and identify models ofprivate primary health' care deJiver)r which improve access,
coverage, efficiency, and sustainability of services in two areas ofPeru.

B. Project CQmponents

1. MAXSALVD: A Self-financing Primary Health Care Netwark in the North

The first component, a Self-financing PRC·Network in the Nor-Oriental de Maranon Region of
the country, will establish a network of health centers in the Department of Lambayeque,
covering by 1996 up to SO% of the population of about 300,000 iDIIaUitants in the 3 districts of
Leonardo Ortiz, Chic1ayo and La Victoria in the city of Chiclayo, and part of the population in
the city of Lambayeque. Approximately 165,000 people in the UIban and peri-urban areas of
Chiclayo and Lambayeque will be served by MAXSALUD IIDIIlly by 1996 with a wide
-menu· of preventive and curative primary health services, comlined with 24-hour maternity
and emergency services, complemented by laboratory services, pllllmaceutical sales and health
promotion in the community of the health center cachement areas.
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A total of 11 health centers will be physically planned and organized, supported by a
Management Support Unit (MSU). Two of the health centers will be constructed by the project,
on land to be contributed by the Regional Government (RENOM) health management of
Lambayeque (Region II of RENOM), for which tentative sites have been identified and where
the Region II health administration has land and land/buildings, offered to the project. These two
health centers, located at Las Mercedes and San Lorenzo neighborhoods in the respective
Districts ofChiclayo and Leonardo Ortiz, are key ingredients to the sustainability of the project.

The other 9 PHC centers will be located on land and in buildings contributed by the same
regional government (currently estimated to be worth USSl.O million of counterpart
contribution), and will be significantly renovated by the project. A selection of locations was
made in the city of Chiclayo which identified a combination of health centers in medium and low
socio-economic population areas, whose combination had the potential to produce surplus and
deficits that balance into equilibrium by Year 5, not including the costs of the Management
Support Unit (MSU). In the city of Lambayeque, there seemed to be only one center needed and
the preferred location would appear to be quite evidently in the center of the city. All three
management levels at the RENOM, Region n and the Health Directorate have indicated their
interest and willingness to contribute the mentioned physical assets. The RENOM has also
indicated there is the possibility of their contributing with some, albeit limited, funds for
renovation and construction of the health centers.

The PHC services are ~o be provided in the context ofa strong community motivation and social
marketing effort to establish a clear and widely perceived image and the reality of a high-quality
primary health care "franchise", for the middle and low income population of Chiclayo and
Lambayeque. It is expected that this effort will result in intensive utilization of health center
facilities by the beneficiary population, increasing the volume of services. to the levels needed
to make the health network financially viable. These combined efforts are also oriented to
increase the proportion of the populace using the health centers or "the market share" to
approximately 60% in the fifth year of their respective operation..

a. Development of MAXSALUD Project Component Activities

The proposed MAXSALUD project component will establish the system's proced\Z~~ and
methodologies of a self-financing, non-profit private health organization through a new form of
health care system serving the cities of Chiclayo and Lambayeque.
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Design of the new system will include the following components:

1) Based on detailed analysts, finalize the appropriate geoaraphical distribution of health centers accordina
Co locatJon of patient populations;

2) Refine the estimate of demand for senices and associated income and service a»sts;
3) Identify community health needs and wanls
4) De,elop health service delivery packages, or "menus";
S) Develop health education and community promotion modules;
6) De,elop detailed implementation plan
7) Conduct health marked.." advertising campaigns, and community mobilization efTorts;
8) Test priclna strategies and risk sharing alternatives; , .,.' .
9) Develop an incentives system for health service providen and employen;

10) Develop lII8I18gement support systems Co ensure emdent and effecti,e delkery of hes1th services; .
11) Conduct contiguous operations research to allow rapid assessment and acijustment of project acti,ities,'

strategies, SCM'ices, and price structures.

Figure 1 is a model for implementation of the project strategy and is shown below•



FIGURE 1

Model of ProJect Strategy
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b. Primary Health Care Services Delivery

1) Services to be Offered

Based on the: preliminary analysis ofepidemiology of the target population, its demography, and
the gap between health needs and services available, the project can develop a list.of basic
services that will be offered in each health center. These services form the basis for the self
sustainable e<mcept and are reflected in the financial projections found in the financial analysis.
These services include both preventive and curative activities in the following areas: diarrheal
diseases, acute respiratory illnesses, nutrition, childhood immunizations, family planning, and
maternal health care (prenatal and delivery services).

a) Preventive Services

These services will be offered gratis to the population and will be subsidized by curative services
and deliveries. Preventive services will be provided under the overall policies and guidelines
of the Ministry of Health, and will receive both technical and material support from the Ministry
of Health. This will include, for example, guidelines for immunization by age group, as well
as the actual vaccines themselves. Included.under this category are the following preventive
maternal and child health services: .
(I) Prena'" are;
(2) Post-partum cart aDd brastleeding fdUcatioD;
(3) Telanus toxoid imu,luaizatioa or women betwHo the .ge or nve aDd lortY-Dlae with two tetaDUS .hoes;
(4) Expaoded program In immunizations with priority on the under ones but expanding It to the 1-4 yor-old age group,

IS Dt'fded, pro,·idin&,. DPT/polio, measles, aDd BeG vaccines; .
(5) wen child visits, 'Whicb would laclude .rowth mODitorina IDd DutritioDaJ fattneatioDS, IDd IpplicatioD of

. immunizations; .
(6) lIome visits. Wben allproprlate, lollow-up visits or promotion may be done by using home visits, especiaUy (or

high-risk (amiJif'S. Volunteer community promoters trained by the PliO wW conduct most of these visits.
(7) Family Planniog. Sen'ices to be oreered lift, but clients to pay (or supplies.
(8) GYDec:oloJ'.ic:a1 examinations. Educational pl"Olraml wUlluea the Deed (or women or reproductive lie, who are

.nulD, active, to have lIa IDnualgyDecoloaic:a1 examination, Including Papaaicolaou .mear, IDd testina (or .exUllIy
uausmltted disfases. nit Papanicolaou Imelr may aot be provldfd laJtiaU, wItbla the project, but experleace..
PROSALUD/ BoU•• Iodic:ates that tbis could be. potential rnenueleDerltor (or abe project, fa additioa to proridiDI
• ftCOJDlzed Deed for MimeD o( reproduct1.e qe' Once I central laboratory II set up withla the projECt to proetII
Papanicolaou Ime.tn, thlil .enicean Iiso be Ivailable lor I (ee to other pbysldaus outside of the PliO network or
.enkes. Gynecological lad lamlly pJaDaml.enJc:es are budgeted under Cousultatlous due to aseorbud.etIDa, .iDee
these lenices are potentiaU, rneDue-aeoeratina.

b) Safe Uncomplicated Deliveries

As described in the technical analysis, Chiclayo bas one of the highest percentages of home
deliveries on all of Peru, 955 of which are done by porteras empiricas and comodrolUlS, or
traditional birth attendants. The pediatric wing of the hospital is fined with newborns that have
significant complications of these home deliveries, including neonatal sepsis and tetanus, not to
mention the newborns that never make it because they die before getting to the hospital.
Therefore, safe delivery practices will be important within the health centers. The project PRO .'.of""','!
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will provide facilities and personnel to attend births in special maternity units with inpatient beds
within each health center. Promotion of these services within the community will be critical to
the strategy to change health behaviors and ~o reduce maternal and perinatal mortality. Given
that ·parteras empiricas· charge approximately thirty new soles for delivery at home, plus an

. additional twenty for supplies, at fifty soles a delivery, this could be a significant revenue
generator for the health center as well. The PHO will, therefore, provide a source of improved
delivery care for communities. As part of the community liaison work of each center, the
traditional birth attendants will be encouraged to cooperate with the centers. See discussion

. below of community participation.

c) Curative Services

Curative services will be oriented towards the ten leading causes of morbidity, which together
account for 87% of the consultations given in 1990 in Chiclayo. Priority will be given to
treatment of major illnesses in children: acute respiratory infections and acute and chronic
diarrheal diseases. Tuberculosis cases will also receiv~ priority for treatment and careful follow
up.

Curative services will all be provided as fee-for-service activities. The marketing plan,
promotional and health educational activities will assist people within the community to
recognize the severity of the illness' and when it is important to come into the health center to
seek assistance. Consultations will be provided for children under one year of age, children 2
14 years of age, and adults who will be considered anyone fifteen years or older. We anticipate
a different pricing structure would apply to each one of these categories ofpeople, since it would
be wise to keep prices lower for infants to encourage utilization, and higher for adults, who
generally are the people that have the economic ~ources to pay for services.

d) Diseases of Public Health Importance

A numbei of consultations will be provided to individuals suffering from diseases that normally
would be considered public health programs. These include tuberculosis, sexually transmitted
diseases, cholera, leishmaniasis and other parasitic diseases, etc. However, the consultation fee
will still be charged for the services. Nevertheless, evaluation should be done of these charges
to make sure that by doing so we are not putting a barrier to treatment and, thus, increasing the
prevalence of these diseases.

e) Dental Consultations

Experience in PROSALUDlBolivia, has shown that people are willing to pay a reasonable fee
for good high quality dental services close to their home. Denial services are an integral part
of the maternal-child health program since a woman of gestational age whose teeth are so
diseased or infected that she can not eat a good diet wiD be malnourished and produce a low
birth weight infant. Therefore, early intervention in younger children and young adults is
considered an important part of a primary health care outreach program. Experience suggests
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that a moderate charge for fillings and extractions wfu not only cover the cost of the services,
but wiJI generate surplus to cover some of the preventive services. As an alternative, dental
services can be offered on a cost-sharing basis. Private dentists would contract to locate a dental
office within the health center and share revenues on a fifty-fifty basis.

2) Health Service Support Services

A number of services provided through a health center, described below, are considered
supportive of the consultation and preventive programs. However, they need to be identified
separately because each of them requires technical skill as well as supplies and equipment. In
order to recover these costs, a charge needs to be assigned to each one.

a) Sale of Medicines

A preliminary analysis of the current health center network in Chiclayo indicates that the supply
of essential medications is virtually non-existent, and'is one of the major reasons leading to low
utilization of health centers. When people know that there will be no medication provided to
them, and that they will be given an expensive prescription that they'll have to buy in the open
market at high prices, they tend to delay.going until they are in advanced stages of illness.
Guaranteeing a supply of high quality medications at a reasonable cost, will promote utilization
of health services, and improve the overall perception of the quality among the people being
served. Given that the Ministry of Health supply sys,tem is functioning poorly, a new logistics
and supply system will be established within the primary health organization. This a complex
~nough task that a long term advisor will need to be assigned to the project' for period of two
years. This is described in more detail in the Technical Assistance Plan, below.

b) Laboratory Examinations

A number of the health services described above will need laboratory examinations to assist in
diagnosis and treatment. These will include hemograms, urinalysis, gram stains, other
microscopic examinations of wet preparations and smears, and simple chemistries. Laboratories
in larger health centers will provide services for a number of the smaller health centers thus
centralizing activities and making them more cost effective. People in the Lambayeque region
are accustomed to paying for laboratory services and a modest charge will be applied to them,
to generate revenue. Over the five-year life of the project, over 320,000 laboratory
examinations will be provided.

c) Emergency Services and First Aid

The fifth leading cause of morbidity in Chiclayo is trauma; people are much more willing to pay
for a service when they hurt than when they feel well. Thus each health center will need to
establish its hours of operation in order to maximize the amount of time that staff is available
to attend to emergencies and trauma. This may range from suturing lacerations and setting
simple fractures to minor first aid, such as cleaning wounds and dressing minor wounds and
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giving tetanus toxoid. Again, a charge will be associated wi~h each of these services and this
would also be considered a revenue generator.

3) Community Promotion and Educational Services

Linkages with community groups and promotion of activities within the health center are
considered an important component of successful self·sustainable activities. No charge will be
applied to these, yet they do not necessarily fall under the rubric of preventive services. These
activities include a wide range of services such as meetings with local boards to discuss health
center functions and activities; meetings with other community groups to acquaint them with the

. project and to report on progress of services; and health educational efforts on specific topic
areas such as reproductive health, diarrheal disease control, immunizations, growth monitoring, ..
etc. Since reduction of maternal mortality is one of the major project goals, stress will need to
be placed on outreach through community promoters to encourage women to use safe birthing
practices within the health center, and to utilize contraceptives and child spacing services.
Because the health center could be seen as competing'with them for business, special efforts will
be made to incorporate the traditional birth attendants into this system of improved pregnancy
care. They will be considered as candidates to serve as health promoters, and arrangements will
be worked out locally so that they can con~bute, rather than detract from, improved prenatal,
delivery, and postpartum care.

c. Locations and Population Coverage

The location of each of the health centers that could be initially included in this component will
tie determined on the basis of more detailed studies on the most appropriate sites in Chiclayo
where health service facilities would be well utilized. Figure 2 shows the current situation of
health cente.rs in the Department of I.,.ambayeque that' could potentially be included. in the
MAXSALUD network. As noted in the figure, some of the health centers cover as low a
population as 9,000, and others as high as 44,000. Construction of two new health centen is
suggested in two~ where profits could be made from the fee-for-service: in San Lorenzo
and in ~an luan. San Lorenzo would essentially divide up the population served by Leonardo
Ortiz which currently is around 80,000, and San luan would be established in a new area of
somewhat lower. population but higher income. Overall, these 11 health centers cover a
geographic area with a population of approximately 300,000 people. Conversations with both
Ministry of Health staff and the Regional Government of Nor Oriental de Maraiion, indicated
that all these health centers could be made available to the project although the exact legal
mechanism by which this would be accomplished was not clear. Studies will be conducted at
baseline to determine the legal mechanism transferring health centers from the MOR to the
PHO.
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FIGURE 2

CURREl'fT SlrtJATION OF POSSIBLE REALTH CENTERS 1ft THE DEPARIMERT OF LAMBAYEQUE

~





FIGURE 3

HEALTH CENTER LEONARDO ORTIZ

PROJECTED STAFFING OVER FIVE YEARS

Dependent Ro. of
Personnel Costs hoursI
Btaffing Ihlli Year I Year 2 Year 3 Year 4 Year 5 AVERAGE

Medical Director 8 1 .1 1. 1 1 1
General Practitioner 6 1.0 2.0 3.0 4.0 4.0 3
Pediatrician 6 0.5 1.0 1.0 1.0 1.0 0.9
Mid-wife 8 1.1 1.8 2.3 2.8 2.9 2.2
Supervisor,y nurse

(8 hours) 1 1 1 1 I I
Auxiliary nurses

(3 x 8 hours) 6.6 11.6 15.2 19.0 19.5 14.4
Dentist 0.9 1.5 2.0 ·2.5 2.5 0.0
Laborator,y technician

(8 hours) 0 0 0 0 0 0
Biochemist (8 hours) I 1 I 1 I 1
Lab assistant (8 hours) 0 I 1 2 2 1
Administrator "0 0 0 0 0 0
Secretar,y-receptionist I 1 1 1 1 1,
Cleaning personnel I 1 I I 1 1
Laundry personnel I 1 1 1 1 I
Ambulance chauff~r l 1 1 1 1 1

. Total 17 26 31 38 38 28
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d. Projected Use of the PHe Network, or Market Share

In projections of sustainability of the project, an average market share of 25 % is used in the fust
year, i.e. 25% of the population will use the health centers. This is based on the percentage of

. pregnancies attended at Ministry of Health facilities, as weU as the projected demand for
consultations for sick children and adults, and the amount of coverage that could be attained for
well child visits. With wen run health centers it is anticipated that this could riSt' to as high as
40% by the end of the second year and to 50% by the end of year three. These are the figures
that will be used in the computer model generated for estimating self-sustainabilily. ..

c. Staffing Requirements

Figure 3 lists the staffing requirements for an average health center. In the larger health centers
this would increase over time as the market share increases, and thus Figure 3 shows how this
might occur in one of the larger health centers. Each health center should have as a minimum
a medical director, a generalist who can do both pediatric and adult medicine as wen as

. deliveries and has had some experience in health center management, either in the public or
private sector. This physician would be supplemented as demand increases with other medical
~eneralists, nurses, and trained midwives to assist with women health programs, safe deliveries
within the health centers, and home visits. As demand increases, a pediatrician would be added
to act as a referral source within the health center for more difficult pediatric problems such as
failure to thrive, chronic malnutrition, recurrent infections and probable immune deficiencies.

The other technical staff will be required to assist caring for emergencies,. providing simple first
aid, pharmacy, and laboratory. Since the project is divided in three large districts, Leonardo
Ortiz, Chiclayo and La Victoria, as wen as the town of Lambayeque, it might be possible to
station one vehicle in each of these districts to be shared by them as an ambulance for
emergency·cases. Therefore a vehicle and driver will not be needed for each health center.

f. Equipment

Figure 20 shows the basic equipment list for·one health center for start-up. This equipment list
is based on actual experience both in Peru and in the PROSALUD project in Bolivia. Of
course, the equipment listed for the medical consultation room would need to be increased in
the larger health centers as staffing increased.

g. Medicine and Supplies

Annex 2 is a listing of the basic drugs that would be utilized in one month for a moderate size
health center. nus formulary is also based on Ministry of Health requirements in Peru and
PROSALUD experience in Bolivia. It is anticipated that the project will need to develop its own
logistics system for medications and supplies. Consideration will be given to collaboration with
PRISMA, which distributes contraceptives throughout the country to the UTES level. Given the
complex nature of the task, the services ofa long-term technical advisor in logistics and essential
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medications will be needed to assist in setting up selection, pr:ocurement, storage, distribution,
and effective utilization systems for essential medications.

h. MAXSALVD Primary Health Organization Structure

Implementation of complex project activities and management support systems described above
will require the creation of an entirely new institution within the Chiclayo area. 'fhis project
proposes a non-profit, non-governmental organization incorporated under the laws of Peru.
Prior to start-up a legal analysis needs to be completed to determine the specific structure of
the organization, its board of directors and by-laws. However, at this time we can describe in
general terms what the necessary elements of the PHO. . (Figure 4 is a model of the
organizational structure of the PHO.)

1) Board of Directors

The working concept of MAXSALUD, the PHO, is oriented to a not-for-pront service
organiza.tion, dedicated to improving the health and welfare of people in need within the
c:c'nmunity, managed in a business-like manner and operating on a continuing basis - including
after the PACD.

,,''\s such, the intention is to recruit for the Board of Directors community individuals who share
this perspective, and also have particular skills to offer to the organization. Members of the
board of directors should represent a cross-section of-the skills available within the community.
A mixture of people from government entities such as RENOM and the Ministry of Health
sbould be included, as well as representatives from the private sector (progressive members of
the medical community) and university faculty in the region. The initial analysis should
determine the recommended size of the board; experience suggests seVen to fifteen people will
pr.ovide Ii number large enough to include a cross~section of skills and interests described above.
Th~: Exc:;:.ttive Director of MAXSALUD will be the permanent Secretary of the Board. The
Chairman of the Board of Directors will have a large respoIlsibility in the fust year.
Observation trips to other projects similar to this, organized by the PSC for this component, are
proposed so that the Chairman can understand how the program can function. The Chairman of
the Board of Directors should be someone of good will who is willing to commit a significant
amount of time within the first several years to the organization's development.

The basic concept behind the Board of Directors is that it is a llOIl-profit organization created
by the community, composed of members of the community, to senre the needs of the

. community, on an on-going basis, in a business-like manner. It is very important that the people
in Chiclayo and Lambayeque fgel an ownership of the organizatiCll. Thus, it will be a function
of the Chairman of the Board to assure sufficient input be made by the community, into the
thinking and acting of the Board. This will include meeting at Jeut once a semester with a
umpling of health center community boards, at project expense.
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2) Management Support Unit

In order for the primary health organization to manage and operate this extensive network of
health centers in an efficient manner, a central management support unit will be needed. The
Management Support Unit (MSU) will be the nucleus of management services to the PHC
centers and the healtt. services network. The basic responsibilities of the MSU are:

- Assure the adequate provision ofquality health services to the satisfaction of the beneficiary
population.

- Plan and implement the overall project strategy. These activities include establishing a
work plan and determining the location of health centers and corresponding health posts,. ,
as well as budgeting, allocation of project resources and community promotion activities
in representation of the PHO organization to outside health care entities. This also
includes managing personnel and funds, training both within the organization and outside,
gathering and storing project data, and reporting project results to the board of directors,
AID, and project evaluators as required.

- Work with project technical advisors in the development of overall policy guidelines, and
addressing service priorities, health interventions, and other issues as they arise.

- Provide direction and leadership for the project 'by clearly establishing and assuring
application of MAXSALUD's "health franchise" through health care standards and
procedures, training and supervision, and through joint collaborati~n with MOB programs
and officials.

- Provide monthly reports on health activities to the regional health units and help coordinate
and participate in management of health interventions by the MOH such as vaccination
campaigns and cholera control that will occur in the PHO project areas. '

- Ensure quality control of services provided by the health care network through the
organization of local boards at each health center. The local boards will serve as a means
of providing feedback on the quality of projec~ services. Moreover, the board will help
supervise and evaluate the impact that the PHC> has on health status ofproject beneficiaries.

MAXSALUD's board of directors will be established early to provide guidance for the
development of the health care network, set policy, develop by-laws for overall function of the

. organization, and collaborate in the negotiations with RENOM and Region n. The MSU will
be responsible for the day-to-day management of the PHO activities, and u such, it will be
necessary to have a variety of staff members. These are described below.
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i) Executive Director

The Executive Director will be responsible for building and maintaining strong relationships with
policy planners and decision-makers and other officials of the municipalities, RENOM, the

. Ministry of Health in Chiclayo, the board of directors, other NOOs and community groups
linking up with the organization, and all project entities. The Executive Director will be
responsible for planning, developing and implementing the organization's strategy and
supervision of the overall operations of the PHO in Chiclayo and Lambayeque. The Executive
Director will need to motivate project personnel using a team concept of management so as to..
more effectively and efficiently achieve the project purpose.

il) Director of Health Services

The Director of Health Services (or Medical Director) will direct, plan and supervise the
effective and efficient provision of primary and other health care·services. He will also
supervise and provide technical backstopping in the delivery of project pharmaceuticals and
health care logistical support functions. The Director of Health Care Services will have the
major responsibility for supervising each of the individual health centers on a regular basis to
maintain high standards of quality.

iii.) Director of Finance and Administration

nle Director of Finance and Administration will manage, control and supervise use of project
funds and revenues, assets, liabilities, and equity capital. He will provide essential financial
information and reports to internal and external sources and develop and apply the procedures
and systems required to budget, control, and administer PHO funds for the network of health
centers and for each cost center. The Director of Finance and Administration will also supervise
the development of personnel and human resource developmen!. and systems, information
s)'stems, and supply systems with the technical support of the Health Services Director.

iv) Chief of Social Marketing

The Chief of Social Marketing will supervise the effective management of social marketing
activities and sales programs on the primary health care network. This individual will also have
responsibility for designing marketing surveys to help assist in feasibility studies to decide on
potential project sites. He/she will also be responsible for design and implementation of rapid
assessment programs for market strategies to assess how effectively they are working under

. changing conditions, and to assist other project management in adjusting strategies, pricing
structures, and service programs.

v) Chief of Management Information

The ChiefofManagement Information Systems (MIS) will plan, organize, direct and control the
computer operations including installation, implementation of hardwzre and software, provide
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technical assistance to all members of the management support unit and to technical staff within
the health centers in the implementation of the MIS. The MIS to be used will be that developed
under the Child Survival Action Project with the Ministry of Health. He will also be responsible
for maintenance of the program and of training users of both hardware and software;. An
important aspect that is often overlooked is the generation of reports in an easily understood
format and training of people to improve utilization of these reports.

vi) Chief of Logistics and Essential Medications

This individual will ensure the timely supply of pharmaceuticals, medications and other
necessary supplies to each health service location within the PHO network. He will also be
responsible for developing procurement procedures, effective and secure storage facilities with
inventory and quality control systems, distribution programs to all health service sites, and
educational programs for providers on effective utilization of medications.

vii) Chief of Human Resources Development

The Chief of Human Resources Development will have two major responsibilities:
o To develop a personnel system which will include job descriptions, technical requirements

for each position, salary scale, and incentives for performance, in consultation with the
Director of Finance and Administration. Incentives are considered an integral component of
project success, since there must be some motivation for health care professionals to want to
increase utilization of the care center. Only through increased utilization of the health center
will the self-sustainability objectives be achieved.

o To improve the quality of the PHO's organization of human resources .through high quality
training services in support of the project's technical components. A separate training section
is included as part of this analysis that identifies anticipated training needs through life of the
project. The intention will be to create the capabilities to continue the training process once
the PHO is organized and running. This would include initial orientation of all staff as well
as the developme,nt of specific programs to upgrade skills within the PHO. In addition,
training of community promoters and other individuals in the community are considered an
essential ingredient of project success, and responsibility for that will be in this position.

Considering the variety of fields to be covered under project activities and the anticipated study
pace of construction, remodeling and equipment in the start out phase of the health centers,
MSU personnel should be contracted by the end of the first six months of the project. The
contracting of MSU personnel will be followed by intensive training and some observation visits
to other functioning self-financing projects, such as PROSALUD in Bolivia.

i. Long Term Technical Assistance

In order to assist the MSU in its development, three long term technical advisors are proposed.
The first will be a·Senior Health Management Advisor who will be on site for five years and
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be responsible to provide technical assistance in the establishment of the primary health
organization, the board of directors, the development of the management support unit, and the
development of all management support systems. This individual will function as Chief of
Party, and should be included as part of the long term contract with the organization responsible
for establishing the prim8A}' health organization, as well as providing all the short term technical
assistance.

A second long term advisor will be needed for two years in Social Marketing given the overall
importance of site selection, development of a marketing strategy, and assessment of results.
A third advisor will be needed for two years in the area of Logistics and Essential Medications.
The scope of work and technical requirements to each of these. positions are described in more
detail in the technical assistance plan.

The Social Marketing Advisor and the Logistics and Essential Medication Advisor could be
obtained through buy-ins to centrally managed projects. However, the Mission may want to
consider including these positions in the long term contract since there may be some advantages
obtained by having these three members operate as a team under the same contract. Whatever
mechanism is decided, the Senior Health Management Advisor will function as the Chief of
Party and will supervise the technical assistance of other advisors both long term and short term
under this project. Each position will require highly specialized technical skills to be used in
establishing systems and managing and supervising their respective operations. This will require
training of MSU staff as colleagues, and transferring technology and assistance to personnel who
are directly involved in the day to day operations of the health care network.

2. ~fAXSERV: Expansion of PHC Services in the South

While there are a number of PVOs and other private entities providing health care in Arequipa,
there are fewer in Puno. This project will support a number of different models for providing
health care and health education and promotion through the private sector, taking into account
the different needs and provider organizations in urban and rural areas of the project zones.
Careful 'records will be kept of the costs and results obtained. In this way, it will be possible
to use these experiences to guide the development of private sector primary health care in Peru,
and demonstrate· to the MOH new potential mechanisms for providing health care in
collaboration with the private sector. The results can be disseminated to policy makers and other
interested parties as part of the studies component of this project, described below.

a. Program Systems/Mechanisms

This project is designed to provide financial, technical and phannaceutical inputs to the providers
of primary health care and related services in Puna and Arequipa. These will include, but are
not limited to: NGOs, PVOs, universities, associations, church ag~cies, private clinics,
community organizations, mother's clUbs, and individual health promoters and providers.

,"
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1) Sub-Grants Program

Sub-grants will be made to private organizations for establishing, expanding, and improving the
quantity and quality ofprimary health care services and promotion in Arequipa and Puno. This
will be done principally through grants and/or contracts made to/with the above mentioned
entities, although other means, such as guarantees will also be considered where appropriate.

The project will finance and provide technical assistance and training to test the feasibility of
models to support and sustain PHe services in the private sector in the south of Peru. There
will be two major types of programs supported--those which support services delivery per se,
and those which provide health education and support the promotil'n of use of existing health
services.

Financial assistance will be provided based on proposals and financial plans submitted by the
potential recipient to CARE. Particularly on the larger projects, it would be best to have the
Area Director involved in this process from the very beginning.

Proposal components will include at a minimum:

- Executive summary
- Description of the implementing agency
- Background
- Description of program activities
- Implementation schedule
-, Justification
- Budget
- Training and technical assistance required

Once completed, the proposal would be reviewed by the Area Director, the Program Director
and at least two other independent persons (including one from the local MOH) familiar with
the technical aspects of the proposed activities. These 'latter inputs could come from persons
serving on the Advisory Committee and/or persons at large.

The decision-making process for the larger projects would hopefully be completed within a
three-month time period, with the smaller project reviews taking no more than 30-40 days to"
complete.

. The criteria to be applied include the following:
- high levels of beneficiary participation, especially by low- and middle-income populations;
- well developed implementation and financial plans;
- provisions for cost n=covery, including plans for pricing, revenue projections, and

identifying the indigent and providing them with subsidized or free services;
- evidenceofsubstantial collaboration with other primary health care providers, such as MOR

and IPSSj
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- inclusion of the basic package of primary health 'care servic:~s: immunizations, diarrheal
disease control, nutrition interventions (growth monitoring and advice, supplemental
feeding, breastfeeding promotion), prevention of high risk births (family planning), and
pregnancy and delivery care;

- proven or well-founded methodologies for the delivery of primary health care services;
- institutional technical capabilities;
- potential for replicability; .
-- contribution from the institution or community, either in cash or in-kind;
- monitoring and evaluation systems that will facilitate the flow of information back to the

'managers of the prc)ject and others interested in the primary health care in Peru.

Grantees will be expect/ed to use the Health and Management Information systems developed for
the MOH under the Child Survival Action project, except for portions sp~.cific to the MOH, such
as personnel management. Items to be monitored could include utiF:r.ation of suvices by the
primary target groups, provision of primary services (as defined abc :c~ at. ~~. minimum), unit
costs of services, and cost recovery.

The level of funding for specific activities will include provisions fo~' ~f;!.T'l';h.,;, 'r;l\rAjr>r projects, ie.
$SO-l00,OOO per year, as well as a larger number of smaller inputt. ;:. ,i~:' hi "j.'l() per year.

In general terms multi-year financial'assistance will be encouraged and prr~';>:...7~').:1~,·er short-term
activities, based on the assumption that changes and improvements h I~' .p••rr,~~.,/ health care
systems require an extended time to accomplish.

Once funded, the Area Director would make regular visits to t.he grantet.' ~~IIG 1.i7.1d have periodic
meetings with the implementing agency to monitor, document, 2nd evaluate the processes.

a) Primary Health Care Services Models

(1) Primary Health Care Grants

Direct grants or contracts to technical groups such as the Colegio de Enfermeria and PLAFAMI,
based in Puno, and the CEMPOS center of the Universidad Catolica de Santa Maria of Arequipa
to carry out direct care in one or more model health posts or centers. This model would allow
the provision of direct high quality PHC services and health education to children and women
as models for project and other quality clinical care. It is ~ticipated that the bulk of the grants
provided would follow this model.

In addition, the health clinics could serve as a site for the training and practice of health worJcers
from NGOs and other institutions. This model allows for the operational research of issues such
u the expanded use of non-physician health practitioners, cost recovery. effects of health
education and promotion on patient compliance to treatment regimes.
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(2) Medicos Asociados

There has been significant success in other countries with a model for expansion of serVice
. delivery which involves facilitating the initiation of medical practice in an underserved area.

Equipment and supplies to initiate practice, as well as access to technical advice and training are
usually provided. In some ~ses this has meant procuring equipment and leasing it to the
physician, or donating it to his/her practice if primary care services are provided in the target
area for a minimum number of years. Alternatively, arrangements could be made to loan
physicians the money to purchase equipment, and assistance provided to purchase the necessary
equipment at reasonable prices. Similarly, supplies (including pharmaceuticals) can be provided
on a rotating fund basis, or arrangements can be made for the physicians to purchase them at
favorable prices. No matter what the exact arrangements to facilitate the initiation of a practice
in an underserved area, the idea is to require a minimum package ofprimary health care services
be provided, and that foos charged to the public account for the ability of the community to pay.

b) Health Education and Promotion Models'

(1) CARE Promotion and Referral

Direct implementation activities by CARE to add seve,rat key PHC promotion and referral
activities to their current populations covered. For example, to the current 100 child centers
with a coverage of 3,000 three to six year aIds and their mothers, and to the 3,000 children age

• 0-3 in the early child stimulation program and their mothers, CARE would add a component to
identify children at high nutritional risk and those with acute' respiratory and diarrheal
conditions, and other conditions for action and/or referral to health posts and centers. In
addition, the project would identify women with maternal health risks and implement a strong
identification, referral and follow-up system to health posts and centers for prenatal care,
treatment of reproductive tract conditions, family planning and other priority needs. The
project would also implement a strong follow-up system of health education/promotion to
increase compliance with treatments given in health posts to children and women. Post natal
follow-up will be given high priority in thi,s model. The model also, will include the health
promotion, referral and follow-up of women in community kitchens ("comedores populares")
whose current 300 centers, managed by mothers clubs, will cover some 9,000 women.

The model's first phase will focus on consolidation and amplification ofPHC promotion, referral
and follow-up activities of the population currently covered by child centers and child stimulation
(pIATBAF) activities. The second phase, anticipated to start in the second or third year will
expand coverage to additional communities, anticipating adding 30" to SO% to the project target
population.

'. 1
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(2) Child Center/Food Supplementation Programs

Direct sub-grants to other NOOs to add or strengthen the PHC activities of their child
. .center/food supplementation programs. For example, project assistance to CARlTAS could

provide assistance in needs analysis, personnel training and supervision, additional equipment
nod supplies, ie. weighing scales, purchase aud distribution of health promotion materials to
improve PHC promotion and referral activities in food distribution centers. This should result
in improved child nutrition and PRC information to center parents, improved quality food
provision, increased growth monitoring and health promotion activities and increased referrals "
to MOH health posts and centers of children with ARI, diarrhea, etc., and women for prenatal
and maternal care visits. In addition, this model will allow increased availability of .
pharmaceuticals managed by the NOO to health centers within the area of the food centers"
populations.

c) Community Promotion

Campesino groups such as UNCA can implement yet another model of project PHC activity
expansion. UNCA promotes community organization and production and social service
activities. The system of organization could be used to implement a series of PRC promotion
and direct service activities. For example, the club network can be used to organize
communities to cooperate with MOH immunization campaigns. Clubs can implement a growth
monitoring system with improved nutrition education focused not only on children under five
J>ut with emphasis on the nutritional needs of women of childbearing age.

Project training in use of simple community based methods for the identification of acute
respiratory infections, advanced cases of diarrhea and dehydration, other childhood illnesses
requiring care and pharmaceutical treatment can be developed. Mothers clubs should be logicJ1
organizations to be stimulated by the project to implement a community based identification and
refemu system for high risk women to seek adequate prenatal care, attend deliveries and provide
sufficient postnatal follow-up care. Included in this as well as other models could be the
promotion of family planning services within a model of comprehensive maternal care.

UNCA has a coverage of some 200 communities working closely with mothers clubs. They
have previously received technical assistance from PROCAN, a project which has had funding
from UNICEF. The project can fortify the technical assistance provided with support directly
to UNCA for subcontracting to a TA agency within the sub-grant process or provide technical
assistance through broader project technical assistance to realize some economies of scale.

2) Support Systems

The project can provide technical assistance and training on a variety of health service deliva')'
and support systems through multi-agency, component-wide activities to achieve economies of
scale and a larger impact. There is a universal need for pharmaceutical products at reasonable
prices in the project areas; that element is described separately, below. Since many of the NGO
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programs which will serve as the nucleus for expansion are similar and have common
experiences, this model promotes the sharing of experiences through periodic meetings and
conferences, and sharing TA for systems development and technical areas among a number of
agencies at the same time. This encourages not only maximization of project and' other

. resources but implicitly encourages information exchange and helps to avoid duplication of NOD
field activities.

Although sub-grantees will be entities with a high degree of skill and experience in one or more
areas of primary healtb care delivery, technical and managerial aspects of these same entities
will likely require upgrading. It should be anticipated that some agencies will be strong in some
areas, and able to provide technical assistance to others, but need to receive technical assistance
in other areas. Technical areas might include such elements as immunizations, oral rehydration
therapy and other responses to diarrhea, family planning, nutrition, and pre-natal, delivery, and
postpartum health care. Support systems which may need attention include training, supervision,
health education, promotion, health and management information systems, and equipment
maintenance. At the institutional level, there might be a need for assistance with strategic

. planning, financial planning, personnel management, administration, fund raising, monitoring,
evaluation and report writing. .

As a result of observations made by the Area Director, and after substantial discussions with
Advisory Committee members, as well as the entities proyiding the primary health care services
and promotion, each Area Director will design and develop an annual plan for extending these
services to those receiving financial assistance and others.

The means for offering the technical assistance will include workshops, seminars ,and individual
one-on-one consultations. Whenever possible, these skills will be sought "from local sources,
including entities receiving grants. The Program Director and the Primary Health Care
Technical Advisor will also provide technical assistance. In cases where the appropriate
technical experience is not available locally, offshore assistance and Peruvian 'nationals from
other regions may be called upon.

The Program Director will serve as the necessary link to ensure tbe sharing of technical
resources, whenever appropriate, and to f~cilitate the sharing of technical and programmatic
information between the Puno and the Arequipa offices of the program.

In all cases, every effort will be made to maximize the number of individuals and agencies
benefiting from the technical assistance and to minimizing the cost. In addition, the individuals
and agencies benefiting from the technical assistance will be asked to bear a portion of the costs,
IS appropriate.

Training will be provided to persoMel of grantee organizations, ud, in some cases, to other
primary health care providers, generally in groups. Ifappropriate, this could include traditional
birth attendants and other indigenous healers, who might then be associated with one of the
primary health care providers for supervision and follow-up. This will enable economies of
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scale and instiJl minimum quality standards for provision of primary health care and education.
This is described in more detail in section VI. E. 2. of this paPf~r.

Should U.S. Government sanctions against aSsistance to the Government of Peru be lifted during
. the course of this project, MOH or IPSS staffcould participate in training or technical :assistance

activities, if doing so would support the provision of primary health care services or education
·by private entities in the proj~t areas.

Project staff will develop resource clearinl~houses in Arequipa and Puno. The USAID PSC will
support liaison contacts with centrally-funded A.I.D./W projects for additional materials and
technical support for the clearinghouses. Materials will be identified and purchased by the
project for the use of technical advisors, project staff, NGOs and other institutions. It is
anticipated that this resource will expand the access of grantees and potential grantees to
literature, other models, techniques and content areas related to the project. These modest
resource centers can be managed by the project staff or possibly by one of the local technical
assistance groups.

3) Pharmaceuticals Provision

Based on the A.I.D. Health Sector Assessment, and tbe observations of the Project Paper team
visiting Puno and Arequipa, it is clear that the PYOs and other private entities delivering
primary health care services as part of ,this component will need a reliable source of low-cost,
high-quality pharmaceuticals in order to provide quality services at a reasonable cost. Given the
economies of scale, joint procurement is planned for the vadous PYOs providing services as part
of this component of the project, and, after it starts, with tbe self-fmancing component as weJl.
Should the sanctions against USG assistance to the GOP be lifted during the project, it may be
possible for CARE to also serve as a procurement services agent (PSA) for the MOH in project
areas.

Selection of products to be offered would be based on the WHO essential drug lists, last
amended in 1989, and the MOH lists of drugs approved for use by level of health care facility.
This includes supplies needed for all priority primary health care ~rvices of this project,
including family planning. illustrative lists were prepared by the pharmaceutical advisor on the
PP team; the final lists will be prepared' by the pharmaceutical technical advisor for this
component of f~le project. Long term, this component will also be able to rely on the
pharmaceutical technical advisor who works with the primary health care organization in the
North as part of the ot-Iter component of this project. .

Quantities will be estimated based on the services to be offemd and recent experience of the
MOH in the project areas.

Procurement will be undertaken by CARE and. later jointly with the PHO in the North, to
obtain the benefits of lower unit pricing by buying in bulk. The Pharmaceutical technical
advisor will assist the Program Director to prepare the lists of products to be procured, with
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detailed specifications. The PSC assigned to this component will assist with final preparation
of tenders and necessary waivers. For price reasons, 'CARE plans to compete such
procurements intemationally, with a waiver to utilize Public International Organizations (PIOs)
such as UNICEF/UNIPAC, under Chapter 6F Handbook IS. CARE will use the Formal
Competitive Bidding method of contracting, or its own procurement system method, with
approval in writing from USAID.

CARE will receive the commodities in Matarani, warehouse them temporarily, and then ship to
their local warehouses in Arequipa and Puno. From there, pharmaceuticals and medical supplies
wUl be transferred to the storage rooms of the individual institutions providing health care.
Clients will purchase needed pharmaceutical products and medical supplies from the grantee
institutions. In some cases, grantees will establish community pharmacy outlets, called
botiquines popularl's, where the most basie of drugs and supplies can sold. In other cases,
PVOs may establish a pharmacy outlet at or near an MOH clinic, enabling MOH clients to
purchase needed medications at a reasonable price. (Often, the MOH does not have drugs to
distribute, and either the drug is not available or' the price in a commercial pharmacy is
prohibitively high, resulting in clients who are not able to take the drugs prescribed for them.)
The proceeds from drug sales will be used to purchase replacement drugs and supplies. Pricing
will require some skill, and should be as uniform as possible in the project area. Some PVOs
have expressed interest in setting prices such that the drug sales could also provide support for
community health promotion activities, especially from botiquines populares.

Training will be conducted by the short-term pharmaceuticals advisor. Management of the
component and the grantee agencies will be trained in pharmaceuticals management and logistics.
Clinical personnel will be trained in improved prescribing practices, focusing on rational drug
use, use of generics, etc.

Six months of short-term technical assistance are planned as part of this component. The long
term pharmaceuticals advisor who will work with the Primary Health Care Organization in the
North will also provide some consultations to CARE for this component, as needed.. .

b. Administrative Structure

The SHIP activities in the South will be overseen by a team of individuals skilled in
organizational management and primary flealth care delivery services. The team will be
composed of a Program Director, an Area Director for Arequipa, an Area Director for Puna',
and a PHC Technical Advisor. A Technical Advisory Group will also be formed for the
purpose of-providing the program with overall program guidance, and will be the source of
members of Proposal Review Committees constituted to advise the Director regarding proposal
approval. The program grantees may form a council in order to discuss common issues and
interface jointly with CARE. PVOs will be expected to have Community Advisory Groups to
ensure the maximum possible level of community involvement, support and participation. An
organizational graph is presented on the following page (see Figure S).

\.
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1) MAXSERV T~

a) Program Director

The Program Director, who will reside in Lima, wlll have the responsibility to facilitate the
design of the program's various systems, ie. financial, management, personnel, logistics,
materials, information, technical, and pharmaceutical; coordinate with the diverse program
participants; monitor on-going progress; control the program expenses; and prepare relevant
reports for all interested parties.

The Program Director.will develop the five-year and annual work plans for the program. S/he
will define~ together with the USAID PSC and the Puno and Arequipa Area Directors and the
PHC Technical Advisor, the overall guidelines for the development of sub-grants. S/he makes
final decisions, after consultation with USAID and the Proposal Review Committee of the
Technical Advh;ory Group, regarding the award of sub-grants to NGOs and other organizations.
S/he is responsible for the management/administration of sub-grants to NGOs, and provides
overall guidance for administrative aspects of NGOs sub-grants.

In collaboration with the other team members, the Program director will also be responsible for
developing work plans and supervising the day-to-day activities of these individuals. The
Program director will report to the CARE Director in Lima and also be the primary CARE
liaison with USAID/Peru, through the Personal Services Contractor (PSC) for the South.

The Program director will have at least S - 10 years of administrative ~perience with similar,
multi-faceted programs. S/he will possess oonsidera~le financial, program planning, inter
personal and language skills in order to undertake the demands of this position. This person
could be either an expatriate or a Peruvian national.

b) Puno and Arequipa Area Directors

These individuals will be responsible for designing and overseeir.g the program activities in Puno
and Arequipa. This will require them to organize and liaise with a Local Council of Grantees.

The Puno and Arequipa Area Directors will alsO be responsible for managing the various
program systems that are established, ie. the provision of fmancial assistance, technical
assistance and the procurement and distribution ofpharmaceuticals. They will develop, expand,
and maintain contActs with NGOs in Puno, and will guide proposal preparation concerning
appropriate activities and information to include. They will review proposed activities and
proposals in the Puno and Arequipa areas for support to NGOs and presents these to the
Program director with recommendations. They will coordinate component-,wide activities with
the Program director.

The Area DirectoJ:S assist in the preparation of reports, budgets, and other documentation u
necessary, coordinating with the PSC. They provi~e technical and systems development
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luidance to component activities to NODs and other organizations in the development of
training, pharmaceuticals, referral systems, materials development and other technical areas.
They identify the need for technical assistance, and work with the PSC to prepare draft scopes
of work for short term technics1assistance.

The Puno and Arequipa Area Directors wiJI report to the Program director. Because they will
be in the regions, where the CARE regional offices are, they will likely serve as the day-to-day
liaison between the project activities and CARE.

"
These individuals should have at least S - 10 years of previous experience with primary health
care programs, including skills in the areas of program, fmancial planning and supervision, as
well as the ability to coordinate with a diverse gf'IJ)UP of persons representing the agencies tflat
provide primary health care and related services. Effective Span:t;h language skilJs will be
required; local language skills in Quechua and Aymara are desirable. This individual should be
Peruvian and preferably local to the specific regions.

c) PRC Technical Advisor

A PRC Technical Advisor will provide long-term technical assistance to this component of the
project for the first three years. The Advisor will report to the Prograan director, ~~t will work
closely with tbe Area Directors as welJ, and the NOOs and other institutions as they develop and
implement their primary health care activities under this comPQnent. The Advisor will provide
assistance both with the technologies of primary health care (immunizations, diarrheal disease
control, nutrition, family planning, acute respiratory infections, and pregnancy and delivery care)
and with the basics of health care management. such as training, supervision, logistics,
information systems, etc.

The PRC Technical Advisor will most likely be an Peruvian national, but must be able to work
in English. A strong health background, preferably a physician with a master's degree in public
health, and several years work experience in primary health care programs, will be required.

d) Secretaries

Both the Puno and Arequipa program offi~ will each require a secretary to assist in th~

processing of reports, correspondence and general office management. The Program Director
in Lima will also require a secretary, who will need to be bi-Iingual, in order to process reports
for the USAID/Peru Mission. These persons should be Peruvian nationals and local to their
respective areas.

e) Accountants

Each area will further require an accountant to keep records of the program expens:..$ end
prepare periodic financial repJrts and budgets. These persons should be Peruvian nationals local
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to their respective areas. The roles of secretary and accountant could be embodied in the same
person, if these combined skills are available locally.

2) Technical Advisory Group

The Program director will be advised by a Technical Advisory Group composed of local
officials, ie. NGO representatives, university officials, community leaders, public health care
officials and other providers of health care services. This will provide the opportunity for input
from other sources besides the cooperating agency, especially the MOH, which has a normative
role in health care, and will increase local legitimacy. The Technical Advisory Group will be
the source of individuals to serve as a Proposal Review Committee, which will always include
at least one person from the MOH, the USAID PSC, the Area DiRlctors, and a person from an
organization other than the one making the proposal. The Proposal Review Committee can be
constituted to review one or more proposals, and may change, based on the proposal(s) to be
reviewed.

3) Local Councils of Grantees

There are a n~mber of interests which PVOs and other grantees wiD have in common; therefore,
they mayrtiOd it useful to form a group to deal with CARE as a group. This could enable the
Area Directors to deal with common problems and information sharing in an efficient manner.
There should be separate Local Councils of Grantees in Arequipa and Puno, so that the grantees
do not need to travel back and forth.

4) Community Advisory Groups

These groups would be constituted by individual grantees (or groups, if working in the same
a:ea) to provide a mechanism to obtair. community con::!ent to program activities, and a way for
commun~:jes to advise the grantees of their wishes and needs; They would relate directly to
grantees, not the program management structure.

3. Project Studies'and Policy Dialogue/Dissemination

In addition to establishing the two h~th care service delivery mechanisms, SHIP will conduct
a limited number of health sector studies, which will include activities: (a) occurring in the two
project areas, (b) designed to develop and assess approaches iO increasing the efficiency,
coverage, or sustainability of basic health services, and (c) focusing on influencing the
development of regional health policies. Studies will also help detamine the unmet demand for
health care in the regions; quantify household patterns of health can: utilization and expenditure;
provide a more in depth market feasibility study of the second stile TrrA contract; and assess
the health impact of the provision of private sedor health care. The results of the studies, as
well u the lessons leamed through project implementation, will ccmprise the basis of SHIP',
policy formulation and dissemination activities, and possibly help form new implementation
models. The third project component will carry out technical and policy studies, and the results
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will be disseminated and incorporated into project activities planned for the northern and
southern project areas, and serve to strengthen the policy dialogue process and influence regional
officials in the formulation and promotion of new health policy. The third component will be
obligated as part of the CARE CA, and commence during project year one.

a. Studies in the North Macro Region

The following is a list of studies to be carried out for the Northern component of the project.
These studies are viewed as critical to the preparation of project Slartftup activities, ongoing

implementation and the achievement of project objectives. ..

1) Legal Study

Both the MOH, through the Director of Sub-Region n, and the Regional Government, through
the President ofRegional Government of NorftOriental de Maranon, have verbally indicated their
willingness to "cede" to the PHO a number of health centen for this project. However, they

. were not sure how this could be done legally, i.e., donation, sale for a minimal amount of
money, or long term lease. Questions of who would "own" the health centers after remodeling
as well as what would happen to current staff once the PHO assumed responsibility for them
were also raised. The study will also determine how the PHO will be incorporated as a nonft
profit institution under Peruvian law~ and what types of agreements the PHO could develop with
government institutions. The legal study would research and clarify these issues prior to Phase
n startup.

2) DHS Regionally Valid Sample

When the DRS is performed in Peru during the·course of this project (currently planned for
1992 and 1995), samples will be drawn so that the results will be valid for each region of the
country. Normally, DHS is performed with a sample which yields national, but not subftnational
reliability. The DHS provides basic information on fertility, health status and health-seeking
behaviors of the population.

3) Potential Areas Identified and Cri~a for Selection Applied

The analysis of the situation has identified eleven potential sites for initial analysis. Criteria
need to be developed for final selection of which sites to be developed initially. These criteria
would include a demographic analysis to decide on service ~ix, economic analysis to decide on
whether or not the population in the area could pay for the services, provide a price structure
based on the marketing evaluation, and demand for services. Once potential areas are identified
and some broad criteria indicate that it might be useful to proceed further, then the next steps
would occur.

•
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4) Marketing Study

This would involve several activities:

a) Household Survey

This would involve each potential site, that has been identified for development of a health
center under the PHO, and do complete interviews in 200 households distributed according to
a sampling frame throughout the catchment area of the health center. The objective of the
survey is to identify specifically what health problems people face, where people go for health
care, how much they pay, and what would be the types of services they would like to see in
their new health center. This survey would also serve to provide baseline data for evaluation
of the project. The accumulated data would provide morbidity and possibly some mortality data
to follow changes over time.

b) Longitudinal Observational Study

If the information gathered from the household survey neals supplementing with more detailed
information, a much smaller group of houses could be observed over a period of 8 weeks on
each project site. Howev~r, since resources may not allow all eleven areas to be so studied,
three or four of them, representative of the types of areas where health centers will be located
in could be selected. Trained observers, under the supervision ofmedical anthropologists would
visit the houses two to three times a week to observe what actually goes on when illness occurs,
documenting carefully where people go and how much they pay. This .would serve to provide
more sensitive data to complement the household survey on utilization of health services and
willingness to pay. This type of ~tudy is valid for the initial analysis r.nd baseline collection of
the project, but would not be necessary in future stages of the project for each health center site.
Implementation of this would be too expensive to do each time. However, periodically
throughout the project, such as during a midterm evaluation and fmal evaluation at the end of
the project, this study could be repeated to see what changes have occurred in the utilization of
health services in project areas as a result of project activities.

c) Community Analysis

An important part of the decision as to whether or not to develop a health center in a particular
site would be an analysis of what health aervices are currently available and utilized, the
community organizations, their willingness to work directly with the project, and the existence
of key individuals who would be willing to volunteer time on a local board for the health center
and/or to work as community promoters. etc. AU these questions Deed to be answered prior to
the development of the feasibilit)r study. .

y,

..
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S) Feasibility Study

The feasibility study would have several components:
a) Identify key factors to the iiUcceSS of a health center in that particular site, such as the

. potential demand, finances, organizational requirements, technical needs,and overall market.
b) Predict the health center output individually for each center and its contribution to the
network, including revenues 8J)d costs.
c) Evaluate optional strategies to developing this particular health center and see whether this
health center compares favorably or unfavorably to optional strategies.
d) Decide whether or not to place a health center in the proposed location.

6) Monitoring, Evaluation, and Readjustments

This entire project has been developed along an operations research model. This implies that
implementation of a plan should include rapid assessment and monitoring of project activities
so that impact on the community in terms of utilization of services, receptivity to those services,

. and willingness to pay as a measure of quality, and any changes in morbidity as a result of these
services can be evaluated. Ifsomething is clearly not working, this should be discovered within
a short enough period of time to allow rapid adjustments and development of new strategies,
activities or program services. This information should feedback to the local board, as well as
to the PHO staff and board of directors,to involve people at all levels in the re-identification of
their needs and wants. Special studie~ may be useful during this phase as well, looking at
specific aspects of the marketing plan and the health services delivery program. Operations
research needs to be programmed into the mentality of every person working in the organization
as a commitment to total quality improvement. Only by continuous assessment of the effect on
the consumer of the services can any degree of self-sustainability be achieved.

. '

Another seminar important to the dissemination objective should be held towards the end of the
project, once the network is functioning smoothly and information is available on a
self-sustaining basis. This would be both a national and international seminar, inviting people
from all over Peru and other countries within the Region who would be interested in and benefit
from the experience of the PHO, and the PVO.

b. Studies in the South Macro Region

The testing of alternative primary health care service delivery models in the private sector will
be documented by studies which record the process and results obtained. While it is expected
that most ofthe service delivery grants will include health arid services statistics collection, there
will be a need for some more focused operations research activities.

Expansion of :services within the southern component could explore the use of non-physician
practitioners in expanded roles, i.e. to provide diagnostic and batment services, provide
prescriptions under standing orders, etc. Experiences wjthin the project will provide information
on effectiveness lmd safety of these personnel and procedures for monitoring their performance.
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Based on the lessons learned in the project, dialogue to authorize these expanded roles for non
physician practitioners can be carried out in policy discussions with the MOH. This discussion
of the expanded role of non-physician practitioners can be linked to larger/national '.
considerations of the review, regulation, unification of criteria for the initial training of the
various categories of technicians being produced b}" multiple technical schools in Peru.

The pharmaceutical system, its implementation and benefits will be monitored as part of the
project studies. project experience with issues of savings with b~ purchase, rational use and
cost recovery will be studied. Results both positive and negative will be presented as part of
an information base for project adjustment. This information will also be important for the
GOP/MOH's proposed broader plans to rationalize pharmaceutical use country-wide.

Project models and activities which increase the access and use of family planning services will
be developed and disseminated. Models which offer alternative ways to offer services to rural
populations will 'be of priority.

The project will use information and monitoring systems developed by other AID projects
(CSAP, PRISMA) to measure the effect of project inputs and activities. These systems will be
studied, reviewed and shared with NOOs and the public sector.

One study which would be useful for the areas in which promotion of use of MOH services are
provided by the project would be to study the source of referrals to the MOH clinics.

111 addition to operations research studies arising directly from primary heatth care activities
carried out by grantees, there are some studies which are of interest regarding the role of the
private sector in the provision of health care in Peru, which can be carried out as part of this
project component, to wit:

o Policy analysis of the development and implementation of' models for regionalized health
systems with budgetary authority and institutional responsibility and resources for program
implementation. Studies in this area will include policy definition for site selection and types
of services to guide future planning for health facilities and expansion by the private and
public sectors. .

o Strengthening the legal and operational basis for COnl'emos between the MOH/GOP and
NOOs is another area of policy importance for the discussioo. The leveraging of GOP
regional resoUl~ is essential for the continuity and sustainability of project-tested PHC
services models.

The results obtained can then be disseminated by means of regional or national conferences and
workshops, presentations at scientific meetings, and publication in national or, if the results
warrant, international health journals. Based on dissemination of project results, we would
expect that policy dialogue between private health agencies, health donors, and the GOP would
be enhanced, especially with relation to the role of the private sector. The GOP and MOH do
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not have a specific policy regarding the role of NOOs in the provision of health care.
Therefore, policy dialogue will help clarify the appropriate role and interrelation between NOOs
and MOH in the provision of PIIC services, as well as in other health program activities.

c. End of Project Status and Project Outputs

1. End of Project Status

Models identified improve:
-access: increased %of population within five kilometers ofa primary health care center use

services
-covera&e of basic health services:

*increased %children receiving DPT3, OPV3, BCG, and measles vaccine before their first
birthday
·increased %ofchildhood diarrheas appropriately treated with home fluids, ORS, continued
feeding and/or breastfeeding
*increased %of children under 4 months old exclusively breastfed; increased % of children
6-11 months receiving appropriate weaning foods
*increased % MWRA using modem contraception (include LAM and scientific NFP)
*increased % of children with ARI treated according to MOH norms
*increased % of pregnant women t:eceiving 2 prenatal visits
*increased % of pregnant women receiving 2 doses of Tetanus Toxoid
*increased % of births attended by trained personnel
*increased % of postpartum women receiving checkup within 3 months

-lower cost per service delivered
-require less subsidy than others tested

2. Project Outputs

a. MAXSALUD
. .

1) A non-profit health care system in Chiclayo area is 80% self-sustaining by 1997 in
terms of coverage of network operational expenses; revenue generations in project area
are sufficient. to allow for cross-subsidies

2) A non-profit Primary Health Organization (PHO) established with charter. Board of
Directors, and By-laws in year 1.

3) PHO consists of one central office for administrative and management and at least 12
health centers and corresponding health posts by the end of year 2.

a) the MSU central office has the following functions established and operational:
-fmancial management and controls
-logistics, supply and inventory of drugs and supplies
-standards of quality, procedures, job descriptions established for all clinics
-personnel system established with wage scales, training, and supervision,

'.
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--operations research conducted on systematic basis on key issues
-monitoring system for management, financial and quality control established
-standard approach established for market analysis, clinic location, pricing of services
~~p .

b) Health clinics established and providing high quality health care. PHe services
provided to 150,000 low income individuals who would otherwise require public
subsidy or not receive professional, high quality care

c) Clinics perform the following functions
-provision of preventative services to community consistent with quality standards
-provision ofcurative services on a fee for service basis for priority primary health care
problems .
-sale of essential medicines to clients and others

4) Community boards of directors or advisors established for each clinic

b. MAXSERV

1. ·30 grants made for primary health care services.
2. 5 grants for support/promotion of primary health care made.
3. TA systems established and functioning
4. System established and functioning for joint procurement of basic medicines
S. Local councils of grantees functioning well: meeting regularly, sharing ideas
6. MOH participates actively in TAG and PRC and local dissemination activities

c. Studies/Dissemination/Dialogue

1. Studies

a) The following studies are conducted in the North
-Legal
-DHS with regionally valid sample
-Location of Centers
-Marketing, including household and possibly observation studies
-Feasibility
-Monitoring, evaluation, and readjustment

b) The following studies are conducted in the South
-use of non-physicians as clinicians
-pharmaceutical provision
-family planning service delivery
-information and monitoring systems
-tefe.rral sources to MOR clinics
-regional health care models
-NGO convenios with regional governments
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2. Dissemination: Newsletters, conferences, and workshops implemented
-Quarterly newsletter published and distributed .
-Annual dissemination meetings in each Macro Region after years 2,3,4
·Publication of results as warranted in national or international journals
·Presentation of results at national and/or international meetings

3. National health financing conference held at end of project

D. Project Relationship to GOP. A.J.D.. find other Donor Efforts

1. Government of Peru

Peru is presently under FAA Section 620(q) and Brooke-Alexander Amendment sanctions.
Therefore, A.J.D. is currently prohibited from providing assistance to Peru (either its people or
its government/private institutions). FAA Section 129(e) permits the obligation of funds to the
MAXSERV component under a cooperative agreement with CARE, in support of the ongoing
and continuing program of the U.S. based PVO. The T/TA contract proposed for the northern
MAXSALUD component will be competitively negotiated once these sanctions are lifted. The
Mission expects these conditions may be met by the second quarter of FY92.

The MOH first established a national policy for PHC in 1978, following the publication of the
World Health Organization (WHO) Declaration of Alma Ata on PHC in that year. Since 1980,
this policy has been continually modified and strengthened, with considerable emphasis placed
on family planning (FP), oral rehydration therapy (ORT) and immunizations.

Published in September 1985, the National Health Policy as an integral part of the Policy for
National Development called for achievement of a more equitable distribution of health
resources, multi-sectoral collaboration, and the facilitation of.community participation in all
health-related activities. It called for decentralization, i.e., significantly less central level MOJ{
staffing and a delegation of program authority to the UDES, allowing health service planning
and resource allocation to more closely match tile needs ofcommunities rather than central level
priorities.

This policy was formalized in the GOP's new 1986 Integral Health Sector Law, which places
priority on the delivery of MOH and IPSS services to certain priority populations by: social
groups (rural and urban marginal populations); groups at risk (children under five years of age
and women ofchild-bearing age); and geographic areas (Departments of the southern sierra that
comprise the central highlands: Qosco, Puno, Apurimac, Huancave1ica, Ayacucho and parts of
Arequipa) and priority micro-regions across the country.

Other priorities identified include control ofdiseases that can be reduced through better nutrition,
basic sanitation, immunization and FP and the reorientation of peripheral health services toward
health promotion and prevention of illness. A new policy established in 1988 (the Triennial Plan

•
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(or Reduction oflnfant Mortality) aimed at a IS% reduction of the IMR between 1988 and 1990.
It included ARI as its top priority, followed by DOC, Immunizations, child nutrition and high
risk births. Priority departments designated according to need and equity are: Huancavelica,
Apurimac, Qosco, Ayacucho, Puno, Amazonas, Cajamarc:a, Loreto, Ancash, and marginal areas
of Lima. Th~ implementation of these official GOP priorities has been haphazard at best.

To dat~., the MOB has made substantial progress in the development of official norms and
standards for the control of diarrheal diseases, the promotion of growth and development of
children under five, proper feeding and nutrition, maternal health care, training of healUl
promoters and TBAs, delivery of FP services, including prevention of pregnancy for women at
high risk, and other areas related to PHC activities. However, problems in management and
administration, logistics, human and financial resources, and community participation, have thus "
far prohibited full implementation of MOH policies. A major struggle for the MOB is to
restructure the budget in favor of PHC and peripheral health services, especially in the context
of labor strikes and extraordinary budget limitations.

2. Other Donors

In the first half of the 1980s, international donor agencies, including the World Bank (IBRD),
Interamerican Development Bank (lOB), United Nations Children's Emergency Fund (UNICEF),
Pan American Health Organization (PAHO) and USAID, played a large role in supporting PHC
activities at the peripheral health service and community levels, while the GOP fiscal
contribution was minimal.

In the mici-1980s, donor assistance to the health sector in Peru, in addition to $28.45 million
provided by USAID, totalled approximately $148 million. Most of the assistance was used to
support PHC. PABO has provided technical assistance in such areas as oral rehydration and
immunizations. PHC activities have been stressed in training su~rted by German Technical
Assistance Agency (GTZ) and World Bank projects at the peripheral level. Both the World
Bank and Inter-American Development Bank have suppor:ted construction of health centers and
health posts in designated areas of the country. On-going assistance by these and other donor
agencies is discussed below. Without exception, all, in some manner, are continuing to support
PHC, with particular emphasis on CS activities.

a. World Bank (IBRD)

A World Bank $33.S million loan, authorized in May 1983, was designed to increase the
availability and access of PHC services for 3.S million inhabitants of specified geographical
areas in (our Health Departments-two on the coast and two in the jungle. World Bank funds
were to be used to finance "Quipment, supplies, and medicines for newly constructed peripheral
health establishments and training for a new cadre of health post visiting nurses. GOP
counterpart funds were to provide all local currency construction costs for new health facilities
and salaries for additional health workers. Du~ to slow implementation, only $3 million had
been spent when the government changed in 1985. The project was redesigned in 1985-1986,
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concentrating the project on the northern and southem sie~. The use of cheaper and more
appropriate mattrials in the construction of the health posts meant that a larger population
coverage could be achieved.

World Bank funds have not been disbursed since 1985, and have been suspended indefinitely
since May 1987. However, $19 million in GOP counterpart funds have financed the
construction of 11 new health centers and 139 health posts. The project covered the departments
of Apurimac, Qosco, HuancaveJica, Puno, Ancash, Junin, Cajamarca, La Libertad and Lima.

b. German Technical Assistance Agency (GTZ)

After USAIO, the next largest bilateral donor is the Federal Republic of Germany which
provides support through its development agency; GTZ, for PHC and nutrition. GTZ also
provided support until July 1987, along with USAIO and PAHO, to the MOB's management
information system. GTZ currently sUppOrts PHC activities in thr Departments of Cuzco,
Madre de Dios, and Apurimac ($3.5 million), and in La Libertad ($5 million).

c. Inter-American Development Bank (IDB)

Through its Integrated Regional Development Programs, the !DB disbursed 511.2 million in
loans prior to 1988 for training of health workers and construction of health facilities in three
jungle sites. Another 531.3 million loans funded the construction of urban water and sanitation
systems through SENAPAL (National Service for Potable Water and Sewerage Systems) in
"1988. The GOP is studying a new proposed lOB loan for $34.045 million, with a GOP
Contribution of $41.611 million, to rehabilitate 15 hospitals in 14 UDES. This is a major
reduction from the earlier proposals to rehabilitate 31 hospitals in 19 regions.

d. United Nations Population Fund (UNFPA)

During ~e 1988-91 Period, the UNFPA continued implementationofa $2.4 million grant project
in MCH and FP that will provide services to three million women and children under five. The
program includes training, FP supplies, education and communication. Smaller sub-projects
include: improvement of vital registration system of the National Institute of Statistics (lNE);
community-based distribution of oral rehydration salts (ORS) and FP supplies in peri-urban
slums of Iquitos; and a natural FP method project in five townships of Lima. UNFPA's $2.4
million grant has been augmented by $1.35 million in multilateral contributions to be extended
through 1991. A new project under consideration would be directed at adolescent health
services.

e. United Nations Children's Emergency Fund (UNICEF)

A SS.37S million budget for 1987-92, augmented by $1.2 million in additional funds, is
supporting self-help projects by women's community groups among the poorest popUlations.
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The five-year program emphasizes CS interventions that are managed through a variety of public
and private sector organizations, including the National Plannin'g Institute (INP), MOH, Ministry
of Education (~iOE), and Departmental Development Corporations (CORDES). Under the .
program, priority rural areas receive: technical assistance to train community workers,
especially women's groups, in participatory programming; financing to support the production
of training materials on low-cost techniques for CS and the role of women; and equipment and
supplies for women's Uroups. In urban areas, UNICEF works through PAIT (Programa de
Apoyo allngreso Tempoml--the GOP l-ubJic works organization), multi-family and child feeding
centers, the Vaso de uche program, C/ubes de Madres, other women's groups, and agencies
providing loans to the informal sector. The UNICEF budget also includes $0.6 million to
support the MOH's £P.I National Plan of Action in collaboration with USAlD, PABO and
Rotary International.

f. Government of Italy

The Government of Italy has been funding a $5 million multisectoral community-based nutrition
project (pROCAN) in tJ~e Departments of Puno, Moquegua and Tacna, which was implemented
by UNICEF and PABO tltrough the MOH. The GOP also approved a $5-7 million sanitation
project for 1988-90 ffJr the emergency zone, including Ayacucho, Qosco, Apurimac and
Huancavelica. In addition, the Government of Italy will provide over a three year period (1990
1992) a $2 million grant for cancer treatment medicines, a $6 million loan for essential
medicines, and an 58 million loan for hospital equipment. Furthermore, the Government ofItaly
is constructing three rural hospitals in the Department of Piura.

g. Pan American Health Organization (PAHO)

PAHO provides assistan('~ to special programs of the MOB related' to CS: immunizations,
DOC, FP, and feeding and nutrition. Other related PABO-assisted MOB programs include:
development of human resources, information systems, statistics, telecommunications, active
epidemiological surveillance, and environmental health. PAHO provides the MOB with
approximately $3.5 million annually in the form of technical advisory staff and limited program
support; including operations management and supplies. In addition, it has committed $580,000
over the next five years for the MOH's BPI National Plan of Action in collaboration with
USAID, UNICEF and Rotary International. .

h. Rotary International

Rotary International provided $800,000 to support the MOH's BPI National Plan of Action in
collaboration with USAID, PAHO and UNICEF under a five year Memorandum or
Understanding (1987-91).

•
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i. Other Bilateral Assistance

The Government of the Netherlands is providing 5300,000 in support to buy equipment for
health posts, The Government of Belgium is providing $80,000 in assistance for PHC in the

. Department of Piura. The Swedish Aid and Technical Cooperation Agency is providing support
to the MOH Immunization Program.

3. A.I.IJ. Policy and Strategy

The projcct fully confonns to A.I.D. and Mission policies and strategies for health, child
survival, nutrition, and family planning.

A.I.D. policy is to assist less developed countries to reduce infant and child mortality and
morbidity. Other objectives are to reduce maternal mortality and morbidity, build on child
survival interventions to develop a more comprehensive health care system over time, ensure
sustainability of gains in child health and survival, and develop new technologies and systems
for delivery of child survival services.

A.I.D. Child Survival Strategy is to assist 'the GOP (MOH and IPSS) and the private ~tor to
provide sustainable services throughout the country, with first priority to the mOlit needy areas,
especially to families whose children are at highest risk. The strategy consists of a series of
complementary and coordinated sub-strategies in a number of key service delivery and support
system areas: diarrheal disease control (DDe), acute respiratory ·infections (ARI),
immunizations, family planning, m~ternal health, and nutrition. The Mission strategy addresses
these key areas. Additionally, the Mission strategy is to strengthen two major support systems
for child survival, including a health/management information system (HIS/MIS), and active
epidemiologic surveillance (VEA). Guiding principles for implementation of Mission Child
Survival strategy are: institutional strengthening, increased private sector participation, and
integrated health communications and education. The SHIP will focus on six health and child
survival areas (DOC; ARI, Immunizations, Nutrition, FP, and Maternal Health), will coordinate
with the current HIS/MIS and VEA systems, involves private sector participation, and will
include a strong health communications and ~ucation component. The AID strategy with
respect to the six major focus areas of the SHIP are as follow.

a. Control of Acute Respiratory Infections (ARI)

USAID's goal, in conjunction with the GOP and other international donors, is to reduce the
death rate due to ARI in children under five and to reduce morbidity through tbe promotion of
preventive and early treatment measures. To achieve this goal, USAID's stmtegy is to improve
early detection and home treatment capabilities of families and communities, provide assistance
for investigations of tht= causes and cost-effective prevention and treatment strategies for ARI,
Itrenglhen MOH capabilities to deliver services~ and increase public knowledge and demand for
services.
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b. Diarrheal Disease Control (DOC) Strategy

Diarrheal diseases account for 22" of all infant deaths in P~ru. The problem of diarrheal illness
is compounded by the high prevalence of malnutrition in children, which influences the duration

. and severity of the diarrhea, leading to increased risk of death. The primary tenet of AID's
strategy for diarrheal disease control is oral rehydration to prevent death from dehydration, the
major danger from diarrhea ~mong infants and children. Promotion of sound nutritional
practices, including appropriate breast-feeding practices, proper weaning, and dietary
management of diarrhea are important elements of the strategy for diarrheal disease control and
nutrition.

c. Immunizations Strategy

A.I.D. is working closely with the World Health Organizations's (WHO/PAHO) Expanded
Program of Immunizations (EPI) to reach and maintain the target of 80% national coverage by
1991 of children under age five for six vaccines: polio, measles, diphtheria, pertussis, tetanus

, and tuberculosis. Recent GOP efforts (1990) have reached 60-70% coverage with USAID
support, despite the months-long strike of health workers. In the Americas, A.I.D. also has
joined with PAHO, IDB, UNICEF and Rotal')' International to interrupt tlI1e transmission of the
wild polio virus, with the objective of eradicating polio from the Americas, eliminating neonatal
tetanus, and substantially reducing the incidence of m~les.

d. Family Planning (FP) Strategy

USAID's goal in the FP sector is to help further lower the current populiation growtl1 rate of
2.10%, a goal consistent with USAID/Peru's Country Development Strateg.y Statement (CDSS)
which cites rapid population growth as "a serious impediment to development" in Peru. One
major element of USAID's overall development strategy is to expand the effit:iency and coverage
of social services, including FP, to low income rural and urban populati1ons as an effective
means to increase the real income and living standards of the poor, and to J=uce the negative
impact of continued hig~ population growth on economic and social development. This goal is
consistent with both the A.I.D. Latin Ameri~ and Caribbean (LAC) ~uralu strategy and the
target set by the GOP's National Population Commission to lower the fertility rate from 4.2 to
3.7 by 1991. Mission strategy is to continu'e to support supply methods (OCs, barrier methods)
and to increase support for long-term methods. Both the MAXSALUD and ~~XSERV

components will be providing supply.and long-term methods, and encouraginl~ their use among
high risk women.

e. Maternal Health Care

A.I.D. '5 strategy for maternal health is to promote adequate prenatal and pos:tnatal care, safe
delivery practices, and adequate maternal Dubition in order to reduce maternal mortality and
morbidity which affects both mothers and their child~. At the same time that sa& delivery
practices protect mother.;' health, the health ofnewborns in the perinatal period is also improved
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for high risk infants who nerd special medical attention at the time of delivery. Hea1U1 services
provided through the PHO and NGOs win emphasize these services for mothers and newborns.

f. Nutrition

The malnutrition problem in Peru continuc" to be severe, as shown in the 1984 ENNSA study
where chronic malnutrition (low height-for-ace) within th~ o-S year age group was determirled
to:>e about three times worse in the rural siem (63%) than in urb~~~) coastal areas (27%) or the
poorest areas of Greater Lima (19%). Although full term low birth weight does not appear to
be a serious problem in most areas, poor growth begins in the first year of life through a
combination of poor weaning practices, with incorrect timing of introduction of non-breast milk
and inadequate type of weaning foods in urban acedS which contribute to high rates of infectious
morbidity. In rural areas, chronic malnutrition is associated with delayed supplementation of
bMast milk, inappropriate traditional weaning foods, and inadequate household resources to
satisfy nutritional needs of children. MAXSALUD and MAXSERV will integrate nutrition
education messages into health services delivery activities, focusing on exclusive breastfeeding
to 4-6 months and appropriate weaning foods. Also, project activities will coordinate with local
supplementary feeding programs to provide. food security to the most needy !'Opulations of
children and pregnant and lactating mothers in project areas~ and will provide micronutrient
supplements, especially iron to women of fertile -i'ge.

4. A.I.D. Projects in Peru

USAID/Peru has been a major donor to the MOH and IPSS in projects related to child survival.

Family planlling was a strong component of USAID's Integrated Health and Family Plannin&
Project (S27-o230) implemented by the IPSS, MOH and various PVOs from 1982-85. In 1984,
USAID signed an agreement for a $4.7 million Contraceptive Social Marketing (CSM) project
with a local PVO. In 1989 a new USAID-supportOO S13 million Private Voluntary FP
Expansion project (S27-o33S) was initiated, creating an umbrella for commodities and technical
assistance to 7 local family planning organizations under the Peruvian PVO PRISMA. The new
Commercial Family Planning Project (S27-o326) has just been authorized by the Misiion, to be
marlJged by the local FP PVO APROPO, which will use social marketing concepts to distribute
non-clinical FP methods, particularly through the commercial sector of Peru.

The five-year (1988-92) Child Survival Action Project (CSAP: 527-028S) includes a $19 million
grant and $2S million in counterpart funding through PIA80-generated funds and GOP funds.
This project supports five existing maternal-child health program! in the MOR: .iimheal
disease control, acute respiratory infection control, immunizations, family planning, and
nutrition. In addition, it helps strengthen decentralized support systems, including training,
M1peMsion, health communications, active epidemiological su~~eillance, and the development
ofa health/management information system. This projectUs progress has been seriously detained
due to socio-econo"mic and political instability in Peru and the OOP/MOR, and the application
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of usa sanctions which have permitted the obligation of only $10.8 million of the authorized
grant funds to date.

Since 1983, USAJD has been supponing Pemvian researcherj with thC' aim of developing
program and technology improvements for CS interventions. Since 1985, grant agreements have
been signed with the Nutrition Re~.rch Institute (liN), the Peruvian University Cayetano
Heredia (UPCR), and PRISMA (a local PVO formed in 1986), to conduct CS research activities
in the areas of diarrheal disease treatmer·t and control, nutrition tWd dietary management of
diarrhea, and family risk assessment. Private sector training'and development of service
delivery methodologies for CS interventions are also being carried ,out, with USAJD grant
support, in different parts of the country by CAr~, ADRAlOFASA, eARn'AS, UN, PRISMA
and UPCR. The UN is currently conducting two research studies (on the effect of the economic
crisis on nutritional status, and on serum retinol levels in Peruvian children), which should
provide useful information to the Mission for nutrition intervention strategies.

The USAJD food assistance strategy calls for improved targeting of Title fi program resources,
which are channeled through· PVOs (namely, catholic Relief Services/CARITAS
(CRS/CARlTAS), Cooperative for American Relief Everywhere (CARE), and Adventist
Development and Relief Agency (ADRA/OFASA», and complementary bilateral Section 416
resources, which are pmvided to the MOH, in order to improve the nutritional status of Peru's
poorest mothers and children. The PVOs and the MOH bilateral supplementary feeding
programs are changing the:r geographic targets to increase program coverage in rural areas.

A.I.D./W centrally and regionally-funded projects also will pIety an important role in supporting
the implementation of this project. HEALTHCOM fi, SOMARC, HNS or the Population
Communications Services project may serve as sources of technical assistance. Project
SUPPORT has been providing technical assistance a1l\d a a-evolving loan fund to purchase
equipment for LUSA Labo.ratories, the major local ORS .m;mufacturer, to expand local ORS
production. It is expected that assistance for priority operations research in support of this
project will come (rom several sources of buy-;ns currently established through AJDIW
centrally-funded projects. . .

V. FINANCIAL PLAN ..
A. OVerall Project Estimated Budget

. The total amount of this five-yearpl'oject is estimated to be U8$19.0 million, ofwhich US $18.0
million will be fmanced by USAlD/Peru and the equivalent of US$I.0 million will be the
counterpart contribution ofproject implementingagencies. USAIDlPeru grant funds will support
all project components and will be obligated under a Cooperative Agreement with CARE to
establish MAXSERV. and through a competitively negotialrd TrrA Contract With an
international firm to create the PHO MAXSALUD. The counterpart contribution has been
calculated only for th~ MAXSALUD component, and will consist of fees collected from clients

/
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as well as private and public sector contributions consisting of physical infrastructure,
administration and personnel. It is impossible to calculate in advance the in·kind and monetary
counterpart contributions which the PVOs in the Southern component will provide, since they
have not yet been selected.

Total estimated project budget by funding source, and, for AID funds, disaggregated by foreign
exchange (FX) and local curre~cy cost (LC) is summarized in Figure 6. Given the nature of the
project to develop and pilot test MAXSERV and MAXSALUD as alternative models for the
provision of primary health care services with the private sector, it is anticipated, as shown in
Figure 6, that USAID/Peru funds will cover most of the total project costs (about 95 %) while
the counterpart contribution will just complement 1he local currency costs of the total estimated
budget for establishing MAXSALUD.

The Mission considers that a waiver of the 2S percent contribution requirement is justified on
the grounds that this is not a typical HB 13 PVO project in which A.I.D. receives a unsolicited
proposal from the PVO requesting A.I.D. assistance in carrying out one of their programs.

. Rather, in this case A.I.D. has selected CARE to be the implementing agency of component 1
of the SHIP on the basis of predominant capability and ongoing experience in Peru.

Every effort will be made by CARE to ensure the greatest possible generation of counterpart
contributions through the sub-grant mechanism to NOOs, consistent with other principal project
objectives. The criteria for selection of ~ub·grantproposals will include self-financing elements.
The exact mechanisms to be employed for the generation of counterpart contribution will be
based on sub·project proposals from the various PVO's. CARE will seek to generate a 10%
match from in-kind resources of sub-grant recipients.

This waiver is not necessarily applie4 to the LOP funding of the SHIP, given that the Mission
expects a substantial in-kind contribution from the Regional Government of Nor-Oriental del
Maranon for the district health centers, calculated at approximately $1,000,000. Ie addition,
USAID considers it probable that revenues froc ~rvice fees will exceed the 25 percent
contribution criteria. Nonetheless the Project Parer budget ren~ts only the Regional
Government in-kind contribution. .

FIGURE 6
IumlIIry of Totll Project COSti by F&nIlng Source
Ind Foreign Exchlnge (FX)· Ind Locil Currency Cost. CLC)
(USS'OOO)

,X LC TOTAL Per cent•......... .....•.•.. .......... . ........
A.I.D. Grent fLlldt I,. ',500 1I,GOO ts

Ccult.....rt contribution 0 1,000 1,GOO 5••........ .......... .......... ........
TOTAL 1,500 10,500 19,GOO 100

•
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Overall, an estimated USS8.5 million in USAID/Peru funds, 45% of the total project budget,
will be used to finance the foreign exchange (FX) costs of the project, while the remaining
US$10.5 milliou (55%), which includes the project's counterpart contributions, will finance the
local currency (LC) costs of the project.

B. Estimated Budeet by Project Componm1

As described in Section IV.B., the SHIP is composed of the following three major activity
components, acting in concert and individually to implement the proposed alternative private
primary health care models in the northern and southern project regions.

.
1. A Self-financing Primary Health Care Network in the Northern Region of Peni

(AfAXSALUD);
2. Expansion of Primary Health Care Services in the South of the country (MAXSERV);and
3. Special Studies, Policy Dialogue and Dissemination, Audits and Evaluations.

In addition, there are budget elements for a project management component and a contingency
fund. These budgetary elements fully coincide with those three activity components of the
project, plus project management. Figure 7 below shows the total estimated Project costs by
budgetary project component, funding source 'and by foreign exchange (FX) and local currency
(LC) type of expenditure.

1. A Self-financing Primary Health Network in the North.

~s seen in Figure 7 below, the overall estimated cost to establish the' self-financing primary
health network in the Northern region of Peru (MAXSALUD), as described in Section IV.B.I.,
is US$11.16 million. Of this amount, US$10.16 million will be financed by the USAID/Pel13
grant funds, while the equivalent of $1.0 million will be the PHO's financial and in-kind
counterpart contribution. USAID/Peru project funds will be used to finance' foreign exchange
(US$5.0 million) and local currency (US$5.1 million) costs of this component. Specifically,
these funds will cover all technical assistance, commodities, short-term training, the operating
expenses of the health network, and a few special studies. In addition, overhead of 10% is
included in the budget.



FIGURE 7
Total Project Costs by Project Component, Funding Source
and by Foreign Exchange (FX) and Local Currency Costs (LC)

(USS'OOO)

............................................... ...~.._......--...-....... .........._.. ..........•..•... .................
A.I.D. COUNTER

PRQJECf COMPONENT .............................. PART GRAND
FX LC TOTAL SUPPORT TOTAL----_..._----_...---- _. .................... ............. ................. ................. . ,

1. Self.Financing PHO (NORm) 4,931 5,143 10,074 919 10,993 ..
a. Technical Assistance 2,946 0 2,946 0 2,946
b. Commodities 914 150 1,064 0 1,064.
c. Short-tenn Training 101 100 201 0 201
d. Operating Costs 0 3,741 3,741 0 3,741
e. Renovation/Construction 55 1,102 1,157 919 2,076
f. Studies/Audits 0 SO SO 0 50
g. Overhead (10%) 915 0 915 0 915

2. NOO Health Providers (SOUTH) 1,645 3,561 5,206 0 5,206

a. Technical Assistance 593 0 593 0 593
b. Commodities 485 30 515 0 515
c. Short-term Training 124 112 236 0 236
d. Operating Costs 0 636 636 0 636
c. Sub-Grants 0 2,240 2,240 0 2,240
f. Studies/Audits 192 0 192 0 192
g. Overhead (18%) 251 543 794 0 794

3. StudieslEvaluations/Pre-Award 332 0 332 0 332

4. Project Monitoring & Support 1,200 200 1,400 0 1,400.............................._-----....... _____ Ow •••••••••_________••••••••_.

SUB-TOTAL 8,108 8,904 17,012 919 17,931
... ... .... . .......... WI r .........
5. Contingency Fund 392 596 988 81 1,069

• "W. I••

TOTAL 8,500 9,500 18,000 1,000 19,000
• - .
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a. Technical Assistance

The technical assistance package required under this component will consist of approximately
120 persons/month of long-term and SO persons/month of short-term technical services as
follows:

- One Senior Health Management Adviser - 60 p/m;
- One Social Marketing Adviser - 24 p/m;
- One Logistics/Basic Medicines Adviser - 24 p/m; and
- Short-term technical advisers - SO p/m.

The scopes of work and technical/academical qUalifications for the three long-term advisers are
described in detail in Section VI.F. Technical Assistance Plan. The distribution and
composition of the short-term technical assistance needed under this component has not yet been
determined. Contractors bidding on the provision of the long-term advisors will propose the
short-term technical assistance package. .

b. Commodities

Commodities to be purchased under this cOmponent includes medical and laboratory equipment
and supplies, ambulances and clinical furniture for the health centers. In addition, office
equipment and supplies, furniture, vehicles, and electronic data processing equipment will also
be purchased for the Management Support Unit.

c. Short-term Training

The training program under MAXSALUD will 'be conducted largely in-country but some
observational trips abroad will also be undertaken. The in-country training program will focus
on three primary groups: 1) executive and management staffof the MAXSALUD, including the
Board of Directors, Executive Director, and MSU staff; 2) technical staff from the health
centers J,letwork; and'3). community members from the different participating groups.

The private self-financing PHC model is entirely new in the project's Northern region of
Lambayeque Department. Therefore, short-term, project-funded observational and training visits
to PROSALUD in Santa Cruz and in La PazIEl Alto, where the model is currently functioning,
are planned. This type of exposure will show key projcct staff the technical and financial
feasibility of the model; provide training opportunities on specific topics; and motivate
participants to be enthusiastic promoters of this concept.

d. Operating Costs

USAlDIPeru grant funds win be used to finance the operating costs of both the M&18pI1Ieftt
Support Unit (MSU) and the health centers network. The MSU is key to the establishment and
maintenance ofMAXSALUD as a franchise type ofservices to be provided by thehealth centers
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network. Revenues and surpluses from the health network will be, in tum, the main funding
source for the MSU operation and maintenance after the project terminates. During the life of
the project, USAID/Peru funds will be used to finance all personnel, administrative/logistics,
vehicle operation, and social marketing activities of the MSU as well as to cover the initial
operating deficit and slower revenue generation of the health centers.

e. Renovation and Construction of Health Centers

Total physical infrasttucture of MAXSALUD will consists of the MSU and a network of 11
health centers. USAID/Peru grant funds will be utilized to consttuct two new health centers and
signiticantly renovate the other nine that will be ceded by the MOH/RENOM. Land lots and
land/buildings for all 11 health centers have been already identified and offered by RENOM to
the project. The MSU will be physically located in one of the new buildings also housing a
health center.

f. Studies!Audits

Funds will be provided for under the TITA contract to permit the institutional contractor to make
the contract for an annual audit, utilizing the scope of work provided by the Controller's Office
of USAlDfPeru.

During the life of the project, in-house, mid-term special studies will be conducted to evaluate
progress achieved in the overall implementation of this component. These may include rapid
assessments of the health network organization, service delivery, social marketing, and
C9mmunity acceptance. .

MOHIRENOM land lots and buildings constitute the project's counterpart in-kind contribution
which has been estimated to be worth US$1.0 million, as shown in Figure 7 above. In addition,
RENOM management staffhas indicated their interest and willingness to contribute some limited
financial support for renovation and construction of the health centers.

2. Expansion of Primary Health Care Services in the South

As shown in Figure 7 above, the overall estimated budget required to organize and implement
Ihe second major SHIPcomponent (MAXSERV), as fully described in Section IV.B.2., amounts
to U8SS.94 million. Of this amount, US$I.92 million has been budgeted to cover the foreign
exchange (FX) costs of this component, while the remaining U8$4.02 million has been allocated

. to finance the local currency costs (LC). Since the ~~ contribution ftom CARE will be
waived, this component is budgeted with USAlDIPeru grant funds only.

MAXSERV will be organized and implemented by CARE. Therefore, USAIDlPeru funds
budgeted for this component will be incrementally obligated under a Cooperative Agreement
with CARE. Mo~ specifically, Ihese funds will be used to finance the costs of all technical
assistance, commodities, short-term training, the oPerating expenses of CARE's field offices,
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sub-grants, and the evalu'ations and audits required under this .component. CARE's overhead
and G&A costs will also be covered by USAJD/Peru grant funds.

a. Technical Assistance

Project-funded long-term technical assistance to support implementation of this project
component will be provided by the PHe Technical Advisor, and the two CARE project Area
Directors for Arequipa and Puno. These long term advisors will initiate, administer, manage,
and provide administrative, managerial and technical-oriented technical assistance to NOOs and
other institutions involved. .

In addition, specialized short-term technical assistance will be provided as identified and needed
by the long term advisors and project monitors. A.I.D.lW centrally and regionally-funded
projects, such as HEALTHCOM li, SOMARC, HNS, SUPPORT, and others. will play an
important role through the buy-in mechanism in the provision of this technical assistance.

The areas of specialized short term TA defined to date are: development of curricula and
training materials, pharmaceutical rational use, and pharmaceutical logistics development. An
overall Scope of Work for the pharrnaceuti~ TA advisors has been developed and is included
as Annex 3. In addition, the scope of work for the long-term pharmaceutical advisor to the
MAXSALUD project component in the North, includes the responsibility of providing short
term assistance to CARE.

b. Commodities

Commodities to be purchased under this project component include pharmaceuticals to support
the provision of primary health care services by the set of participating institutions as well as
office equipment, furniture and vehicles for the two CARE's project regional offices in Arequipa
and Puno. Pharmaceuticals will be purchased on an international Competitive price basis and,
whenever practical, in synchronization with those needed under the MAXSALUD component
to lower prices by buying in larger quantities. . .

c. Short-term Training

No project funds have been budgeted for long-term training under MAXSERV. The training
program under this component will consists of short-term b'aining and observational visits !!'
other similar PHC programs both in-country and overseas. A project-funded training needs
assessment for the NOOs participating in the Grants program will be conducted in the start-up
year of MAXSERV to better identify the aras in which they need to be trained.

Training will most likely be needed in the following areas:
1) Community promotion of MCH and child survival interventions;
2) ARI preventioJ}, identification and referral;
3) Diarrheal prevention, identification, treatment and eferral;

r
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4) Identification of high risk maternal conditions, including pregnancies, and referral
mechanisms;

5) Community nutrition and health promotion activities and referral indicators and mechanisms;
6) Community health and nutrition monitoring techniques, systems and basic reporting systems;
7) Planning, monitoring and evaluation techniques and systems;
8) Information systems, development and management; and
9) Training techniques and program and personnel management.

d. OperaHng Costs

USAIDlPeru grant funds under this com~nent will be used to finance all operating costs of
CARE's project offices in Lima, Arequipa and Puno. This will include all project personnel
costs, office supplies and administrative support as well as vehicle maintenance.

e. Sub-grants Program

Project funds have been budgeted and will be made available to CARE to set up and manage a
sub-grants program to the participating institutions of !\!AXSERV. In accordance with a pre
established selection criteria, grants will be made to private organizations to establish, expand,
and improve the quantity and quality ofprimary health care services and promotion in Arequipa
and Puno.

f. Audits

An AI33 annual financial and compliance audit will be carried out by CARE. Under the
Cooperative Agreement, USAID/Peru will cover the additional costs of auditing the project
within that AI33 audit. In addition, CARE will provide TA through its own auditor and aCcounts

.to support the NGOs receiving sub-grants in the implementation of improvements needed to their
current accounting systems, and conducting the appropriate audits.

3. Studies, Evaluations and Pre-Award Survey

USAIDlPeni grant funds have been budgeted to conduct a series of special studies under both
MAXSALUD and MAXSERV which are viewed as critical for the start-up activities, ongoing
implem.:~~ation and the achievement of the overall project objectives. These studies will be
contracted directly by USAID, largely through buy-ins to A.I.D./W centrally and regionally
funded projects.

The special studies to be conducted under MAXSALUD are u described in section IV. B. 3.
In addition, a series of special technical studies on alternative primary health care service
delivery models in the private sector, also described in section IV. B. 3. above, will be
conducted to support the implementation ofMAXSERV. Finally, project funds will be used to
fmanco both the mid-term and tinal evaluations of the two principal project components u well
as the pre-award survey of the TffA contract.
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4. Project Monitoring and Support

The sum of USAID/Peru grant funds budgeted for project monitoring and support is U5$1.4
million. The full amount has been allocated to cover the foreign exchange (US$I.2 million) and
local currency (US$0.2 million) costs of two full-time,. S-year Personal Services Contractors
(PSCs), each of whom will primary ,responsibility for project activities in one macro-region.

S. Project Contingency Fund

The overall project budget was calculated during the period August-September 1991. The
foreign exchange project costs were estimated using the most recent financial information
available at USAID/Peru, while the local currency project budget was calculated based ~n'

prevailing market prices during the same period and converted to US Dollars at the USAID/Peru
monthly average rates. Nevertheless, a project contingency fund in the amount of US$1.07
million has been added which represents close to 6% of the overedl project budget. Of this
amount, US$988,000 are USAID/Peru grant funds budgeted to cover unexpected price increases
in technical assistance or commodities as well as additional requirements for the TITA contract.
The remaining US$81,000 of the contingency fund was estimated to account for additional
financial and/or in-kind counterpart contribu~on.

Figure 8 below shows, using the same budgetary breakdown as in Figure 7 above, an application
of the contingency funds into specific line items in order to reflect the actual financial
requirements from CARE to organize and implement l\fAXSERV.

~wo additional financial tables of USAID/Peru project grant funds are provided on the following
pages: Figure 9 presents a breakdown of A.I.D projects costs by project components, inputs
and by project years (pY). Figure 10 shows the same budgetary breakdown of Figure 9 but
using the contingency funds to increase specific line items, as required by CARE's financial
proposal to implement MAXSERV.

Finally, Figure 11 summarizes the projected obligationsand eannarkingslcommitments ofA.I.D.
project grant funds by U.S. fiscal year (FY).

In both Figures 9 and 10 below, it should be noted that project implementation year one covers
a period of 15 months, from October 1, 1991 to December 31, 1992, while every other
subsequent PY represent a 12-month period coinciding with calendar years 1993 through 1996.

As can be seen in Figure 10, obligations of USAJI)/Peru grant funds are scheduled in
accordance with the U.S. fiscal years, while project expenditures have been budgeted by project
implementation year.

' ......



FIGURE 8
Total Project Costs by Project Component with Contingcncy Incorporatcd, Funding Source
and by Foreign Exchange (FX) and Local Currency Costs (LC)

(US$'OOO)

........... .•••....•. __•••••• a.-- a ......... ....... ...- ..---.....
A.I.D. COUNTER

PROJECf COMPONENT ........................................ PART GRAND
FX LC TOTAL SUPPORT TOTAL

N .... " ••• ......••.•

1. Self-Financing PHO (NORm) 5,015 5,143 10,158 1,000 11,158

a. Technical Assistance 2,946 0 2,946 0 2,946
b. Commodities 914 150 1,064 0 1,064
c. Short-term Trairdng 100 100 200 0 200
d. Operating Costs 0 3,741 3,741 0 3,741
e. Renovation/Construction 55 1,102 1,157 1,000 2,157
f. Studies/Audits 0 SO 50 0 50
g. Overhead (25%) 1,000 " 0 1,000 0 1,000

2. NGO Health Providers (Soum) 1,921 4,021 5,942 0 5,942

a. Technical Assistance 233 0 233 0 233
b. Commodities 470 30 500 0 SOD
c. Short-term Training 115 115 230 0 230
d. Operating Costs 0 1,616 1,616 0 1,616
e. Sub-Grants 0 2,160 '2,160 0 2,160
f. Studies/Audits 0 100 100 0 100
g. Overhead (10%) &. G&.A (8%) 1,103 0 1,103 0 1,103

3. StudieslEvaluations/Pre-Award 364 136 SOO 0 SOO

4. Project Monitoring Support 1,200 200 1,400 0 Ip400

~i~
____a' •

TOTAL 8,500 9,500 18,000 1,000 19,000





FIGURE 10
Total A.I.D. Project Costs by Project Components, Input~ and Project Years (PY)

(US$'OOO)
•..•....••..............••.....••.. •••••.....•.• •..•.••.....• •.........w.. •...•.......• ••...•.....•. ................

PROJECI' COMPONENTS/ PYI PY2 PY3 PY4 PY5 TOTAL
INPUTS

................................... ............. ............. ........-.... .~........... ............. ...............•

1. Self"Financing PHO (NORTH) 3,108 2,726 1,606 1,565 1,153 10,158

3. Technical Assistance 984 834 426 426 276 2,946
b. Commodities 359 305 150 150 100 1,064
c. Short-term Training 170 8 8 8 6 200
d. Operating Costs 779 766 732 807 657 3,741
e. Renovation/Construction 510 535 112 0 0 1,157
f. Studies/Audits 0 10 20 20 0 50
g. Overhead (10.9%) . 306 268' 158 154 114 1,000

2. NGO Health Providers (SOUTH) 1,404 956 1,281 1,147 1,154 5,942

8. Technical Assistance 46 46 46 46 49 233
b. Commodities 500 0 0 0 0 500
c. Short-term Training 52 44 50 42 42 230
d. Operating Costs 350 342 315 309 300 1,616
e. Sub-Grants 190 337 600 500 533 2,160 .
f. Studies/Audits 10 20 30 30 10 100

. g. Overhead (22.8%) 256 167 240 220 220 1,103

3. StudieslEvaluationslPreAward 188 25 100 72 115 500

4. Project Monitoring Support 280 280 280 280 280 1,400

-- . ...... '. ..-- .-... • _ad,--........... ..._---
SUB-TOTAL 4,980 3,987 3,267 3,064 2,702 18,000

_.-.... ................... _ ........ --.- .----- - ...... -_. ...... -----..-
PY 1 I:: October 1991 • December 1992
PY 2 =January 1993 • December 1993
PY 3 =January 1994· December 1994
PY 4 =January 1995 • December 1995
PY 5 I:: January 1996 -December 1996



FIGURE 11
Projected Obligations and Earrnarkings/Commilmcn!s
of A.I.O. Project Funds by U.S. Fiscal Year (FY)

(US$'OOO)

-_._..----.-.__.-,
u.s. FISCAL YEAR

----........----
PROJECT YEAR (a)

• d ._••••••••••-....._._

. 1. Beginning of Year Balance

2. Obligations (b)

3. Eannarkings/Commitments (c)

4. End of Year Balance

~~......-.....-........

. ...........................__.. _.......... . _.... ---....-
FY91 FY92 FY93 FY94 FY95 FY96-- ........- -- -

(py 1) (PY2) (PY3) (PY4) (PY 5)
. ----..-............- ......- ..... _ ....... .... --_..

3025 775 1288 2821 270Z

3025 2730 4500 4800 2945 --
4980 3987 3267 3064 2702

3025 775 1288 2821 2702 0

.........--.. ...~..-..... -----..---_.- -----........ ............. ---
(a) PY 1 • October 1991 .. December 1992

PY 2. January 1993 .. December 1993
PY 3 = January 1994 .. December 1994
PY 4 = January 1995 .. December 1995
PY 5 =January 1996 .. December 1996

(b) Obligations correspond to U.S. fiscal years (FY)

(c) Earmarkings/commitments correspond to project years (PY)

:
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C. Methods of Implementation and Financial

Please refer to the MOl flow chart provided below as Figure 12. The MAXSALUD componr-nt
will be implemented, following an RFP and direct competitive negotiation, by PIOIT to the
Regional Contracting Officer/Quito and a TrrA Contract with the selected firm. The method of
financ1ng wiIJ be direct payment to the contractor, with the use of advances should the selected
firm be a non-profit entity•

The MA1S:SERV component win be implemented through a PIOrr to the RCO/Q:lito and a
Cooperative Agreement with CARE\USA, based in New York. The Cooperative Agrteement will
speci~y the terms of substantial involvement by tb~ Mission, to be executed through numerically
(-rdered Cooperative Agreement Involvement Letters (CAlLs). The method of financing will be
direct payment under a Letter of Credit through automatic clearinghouse (LOC-l\:FS/ACH).

Obligat~'.d under the CARE r.ooperative agreement, USAID will contract for a series of special
studies important to project implementation arrangements. These will be contracted for by PIOIT
buy-ins, under'direct payment by USAID. The audits for the SHIP northern component and
project component midterm and final evaluations will also be contractt:d by USAID through
PIOlTs. Finally, AID will issue PIOlTs fot: the contracting of two PSCs to provide AID Project
Monitoring and Support.

The USAID/Peru MACS will thus report 011 the four fundamental elements and project
components. The Project Officer will maintain accurate financial monitoring through the Budget
Control System (BCS) computer program in dBase ~U Plus, spreadsheets k. Quattro Pro, und
the quarterly financial reports reqcired of the institutional contractor and of CARE.

-

••••
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FIgure 12

SHIP PlWfx:t' tmm
1£IHIlS OF~ FUJQWU'

<N'1!1C11 1b Qntra:t1ng ItemI Iilomt H!tlms of 1q)lemenbltim Methods of~t

!/'tA a:mtW::r Dlteet payaelt to
DLmct L cxmHm c:mtrae:tor, MAXSAWD $10,158,(0) mIT - Cbatract (If ~t'\)fit,

KR1B organ1zatioos, dvaIaes
will be approved)

.WIT for Cboperatlve Agueraent . Direct payment mder
HAJlSHN $ 5,942,~ .ems fer amml .me plan end lOC-1CFS to~

substantial1nvol.V8Df!Ilt York
requ1.t'eae:lt8

L ~al Stulies 205,cm PIDIT Direct Pa}'meDt by mAID

Q=~~m. AID.

2. Pre-lImd. Survey 2O,<m pm!T D1rect Payment by UWJ)

3. !valuations
.. i It <mmACIS - South 8>,CD) PIDIT . Direct Pa}'lll!lit by UWD

$7.842.<m . -tbrth 195,cxn P1D/1 D1m:t Paynmt·by USAID
9JB-mrAL S ~,OO)

• Am Pt'Ojed: Mxdto~
CDmW:l' ~ $ l,400~CD) PIDIT . D1.rect PaJIII!Dt ~ t&ID-$i8,<m,cm

JS!1ll!u 0!J.u.91~ vn

{'

......

~...

• II
~
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D. Audit and Rc;portinl Requirements

An AI33 annual financial and compliance audit will be contracted by CARE un4er the
Cooperative Agreement, and by the institutional contractor for the TITA Contract component.

, A Peruvian (um with an affiliation with a U.S. accounting firm will be ateeptable. USAID/Peru
Controller's Office will malee available the draft scopes of work, review the draft reports, and
track efforts to address all material recommendations. The audits will be performed in
accordance with GAO standards, with copies provided to USAIDlPeru and the RIO/AlT.

l31',ch financial transaction or activity recorded under the component agreement and contract will'
be reported !o the USAID PSC on a quarterly basis. Project disbursements will cover the cost
of project operational er.penses, technical assistance, training and small grant activities. S~b- '.
grant activity under MAXSERV will be reported on a trimester basis by CARE. Detailed
program reports will be ~rovided to USAID on project progress on a semi-annual basis,
supplemented by trimes~er progress updates, Project counterpart contributions of CARE in the
South (not estimated in the budget), and the PHO in the North, will be monitored and reported
to USAID on a semi-annual basis.

E. EYaluation Regpjrements

Two project evaluations are scheduled: interim after a period ofapproximately 2 1/2 years; and
final at the conclusion of the project. The selection,apptoval, and contracting of the project
evaluation firms will be done by USAID/Peru. It is expected that USAID/Peru will conduct a
pre-award survey of the selected institutional contractor for the TffA CQntract prior to contract
award and obligation of this component. If financial reviews are required of any of the
implem.enting entities, the Mission will either direct contract for this service through the
cooperative agreement or carry out the assignment with direct hire staff•.

F. Recurrent Costs

1. North

The primary heallh care model in the North will be approximately 80-100% self-sastaining for
the operational cost of the PHC network by the P~CD. It is anticipated that increasing
proportions of the remaining .costs associated with !he PHC network and the cost of the PHO
Management Support Unit will be covered by the PACD through a combination ofblock grants,
additional in-kind contributions in infrastructure and possibly personnd, provided by RENOM,

. and by mea:1S of additional projett revenue anticipated as a result of peater market share. In
eacb subsequent year aftct the PACD, it is expected that tNougb adjustments in the cross
subsidy schemes, increased client volume, and market penetration, the PHO will be able 10
become more self-sustainable until covering most, ifnot all, of the PHO costs.
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FIGURE •. .;;

NORTH COMPGNENT

NETWORK SCHEDULE OF KARttT OPERATIONS

DISftICT LEONARDO ORTIZ
C.S. L. Ortiz
C.S. Atusparia
C.S. San Lorenzo (new)***
Sub-Total

YEARS
1 2 3 4 . 5

.
J

12.5%* 33% 45% 55%
25%** 40% 50%

25%** 40% 50% 60%

TOTAL
POPULATION

YEAR. 5
TOTAL

45,445
48,570

_!i.l ,759
138,174

!

DISTRICT CRICLAYO
C.S. Las Mercedes*'*'*
C.S. Jose Quif[ones
C.S. Jose Olaya
C.S. Cerropon
Sub-Total

DISTUCT LA VICTORIA
C.S. La Victoria 1***
C.S. La Victoria II
C.S. 81 Bosque
Sub-Total

San Hartin

TOTAL

25%**

25%**
12.5%*

40%
25%'**'
12~S%*

40%
33%
25%

25%

50%
40%
33%
25%

50%
45%
40%

aO%

60%
50%
45%
40%

..

60%
55%
SOX

50%

44,759
19,733
19,774

9,886
94,192

48,838
25,854
13,407
88,396

8,550

329,192---_a.

Population covered by network north in Year 5: 180,240 which is equal to 55% coverage.
\i
.r

~-'-

C*>
l::~)

Open second semester that year
Qpens January 1 that year
Aisbulances and Laboratory equipment

'. (

t .-

•
tI, .

~'



FIGURE 14

NORTH COKl'ORlRT
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TOTALs
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- ..
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.: ,
CROSSED SUBSIDIES AMONG BEALTH CENTER.S -,~

OPERAnONAL ANNUAL CASH FLOW (Ust)

YEARS
·3 4

DISTRICT LEONARDO ORTIZ

C.S. L. Ortiz
C.S. Atuaparia.
C.S. San Lorenzo
Sub-Total

o
o

~12,378~12,378

(12,775)
(4,285)
1,500

(15,560)

(15,192)
(18,763)
25,139
(8,816)

(8,313)
(16,863)
41,036
16,660

(1,832)
(9,284)
61,581
50,465

(38,111)
(48,395)
116,879
30,313

DISTR.ICT CBICLAtO

c.S. La. Mercede.
C.S• .Jo•• Qu150nea
C.S• .Jo•• Olaya
C.S. Cerropon
Sub-Total

(8,536)
o
o
o

~,-5m

3,553
(5,931)

o
o

(2,37-81

24,029
(8,803)

(13.867)
'(3,276)
(1,911)

39,949
88

(12,312)
(18,982)

8,143

60,523
12,431
(5,656)

(12,489)
54,809

11~,518

(2,215)
(31,834)
"(34,747)

50,722

DIsnICT LA VICTOIUA

C.S. La Victoria I
CeS. La Victoria !I
C.S. E1 Bo.que
S~b-Tota1

(6,483)
o
o

(6,483)

16,6~8

(12,605)
(3,276)

747

40,505
(14,,108)
(17,887)

8,510

62,678
(10;770)
(12,260)
39,648

85,862
(10,834)
(12,194)
62,834

199,190
(48,316)
(45,618)
105,256

C.S. Sail Hartin o .(3,666) (8,237) (12,002) (8,027) (31,933)

TOTAL (27,395) (20,857) (10,460) 53,049 160,081 154,418

'\

~
~,
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FIGURE 15

NORTH COMPONENT

CROSSED SUBSIDIES AMONG HEALTH CENTERS
ANNUAL OPERATIONAL SURPLUS (US4)

YEARS
1 2 3 4 5 TOTAL

DISTRICT LEOIWtDO ORTIZ
.

C.S. L. Ortiz 0 (15,665) (20,973) (14,094) (7,613) (58,345)
C.S. Atusparias 0 (4,285) (26,444) (23,744) (16,965) (71,438)
C.S. San Lorenzo (13,997) (11,181) 12,458 28,355 48,900 64,535
Sub-Total (13,997) (31,131) (34,959) (9,483) 24,322 (65,248)

DISTRICT CRICLAlO

C. S. Las Mercedes (13,536) (9;1128) 11,347 27,268 47,842 63,793
C.S. Jos. QuitloDe8 0 (5,931) ·(17,359) (8,468) 3,875 (27,884)
C.S. JOft Olay. 0 0 (17,507) (19,593) (12,937) (50,038)
C.S. Cerropon 0 0 (3,276) (27,538) (21,046) (51,859)
Sub-Total (13,536) (15,059) (26,795) (28,331) 17,734 (65,988)

DISTRICT LA VICTORIA
.

C.S. La Victoria I (6,483) 5,847 29,723 51,896 75,081 156,064
C.S. La Victoria II 0 (16,133) (21,164) (17,826.) (17,890) (73,013)
C.S. 11 Bosque 0 (3,276) (26,444) (20,817) (20,751) (71,286)
SUb-'1'otal (6,483) (13,562) (l7,885) 13,253 36,440 11,763

c.S. San lfartin 0 (3,666) (20,294) (24,058) (20,084) (68,102)

TOTAL (34,016) (63,418) (99, 933} (48,619) 58,412 (187,574)
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FIGURE 17

~b. H)tJ -~ <mJS - IErAII.ED FSTJMA1B

·Hxltflly US$ US$ ~ ust us.t U5$
Is of Salai:y !blthly h1mJa1. Anrual Annual AtuJB1 AmuI1 'JDrAL
Year ± (Soles) liIuivalent Year 1 Year 2 Year 3 Year 4 Year S us.t

11\meA'-be Dlreetor 1 3,300 4,125 49,500 49,500 49,500 49,500 49,500 247,500
Bi1h8ual Secretaxy 1 700 875 10,500 10,500 10,500 10,500 10,500 52,500
'hlf.cal Services DUector 1 2,500 3,125 37,500 37,500 37,500 37,500 '5l ,500 187,500
Medlr.al~ 2 1,500 1,875 ° 22,500 22,500 22,500 22,500 90,000
HmIe Supervisor 1 1,(XX) 1,250 15,OCO 15,<Xn 15,(0) 15,00> 15,00> 75,00>
Secretaxy 2 ltOO 500 0 6,00> 6,00> 6,00> . 6, <XX> 24,000
Ftnmce D.l.rs:tor 1 3,(XX) 3,750 45,<m 45,<xx> 45,exn 45,exn 45,exn 225,exn
Aa:omtsnt 1 1,00> 2,250 27,000 27,00> 27,000 27,000 27,<XX> 135,000
~/Pel iQM.1 Ass1Stant 2 1,tm 1,7~ 0 . 21, (XX) 21,00> 21.,00> 21.,00> 84,00>
Aa:omtbw /m1l1ttry 1 300 375 4,500 4,500 4,500 4,500 4,500 22,500
Hu'.cetfng MaIfl8Ei 1 2,500 3,125 37,500 37,500 37,500 37,500 !l,5OO 187,500
Special Pmjed:s H!ales: 4 2,500 3,125 0 0 0 37,500 37,500 75,000
tnIln1ts Qdef 1 1500 1,875 22,500 22,500 22,500 22,500 22,500 112,500. ,
Dtus t!qJply Hager 1 3,<m 3,750 45,000 45,00> 45,00> 45,000 45,<XX> 225,000
War!house Asslsta1t ~1 500 625 7,500 7,500 7,500 7,500 7,500 37,500
Am!bouse Amdltar.j 2 300 375 0 4,500 4,sm 4,500 4,500 18,000
HIS Qrlef 1 2,<XX> 2;500 ~,<XX> 30,00> 30,00> 30,00> 3>,00> 150,aD
M eer/Drb~ 1 200 2SO 3,a:o 3,<XX> 3,CXX> 3,CXX> 3,cm 15,(0)
%, ..Alate..... 1 200 250 3,<Xn 3,<Xn 3,<Xn 3,00> 3,(XX) 15,00>
Vatdllm 1 100 125 1,500 1,500 1-500 1,500 --h5OO 7,500

'IDlIL 28.100 35,875 339,OCO 393,(XX) • 393,«m G),D 430.D 1,986,«m

....

~

Fea:mt8@ll!8 r4. 'lbta1 PM!Jf""e1 cost
Salaries 63% 'Jbtal 1\ttscnJe1 cost)
h1al &neflta 22%
Ttasportaticll 4%

SlIO,972 627,144 627,144 686,_ 686,_ 3,169,233
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The series of tables above provide projections over the project duration, by health center
included in the MAXSALUD network, of anticipated market share, operational annual cash
flow, annual operational surplus, percentage Wgive-awayW, investment into health center~, and
Management Support Unit personnel cost estimates.

2. South

Recurring costs of project PHC services beyond the five-year LOP will be addressed primarHy
through funding and in-kind assistance to be provided by the regional government's health.
budget from both Puno and Arequipa, and by means of the sustainable PHC service models to
be developed by the project. Regional authorities have indicated their support for the provision
of PHC services to low income populations by means of private and public sector collaboration.
Once the regionalization process is more fully developed, CARE will seek to secure block
grants, policy concessions and other forms of assistance from the regional authorities.

In addition, CARE International has as one of its stated purposes fund-raising on both a national
. and international level. Based on project resul,ts and potential for sustainability, CARE has

indicated its willingness to consider future support for the project PHC service delivery
mechanism. .

VI. PROJECT IMPLEMENTATION ARRANGEMENTS

A. Project Coqperative A&reement and Contractjo& Requirements

1. Northern Component: Competitively Bid Contract

The self-sustainable, private sector ~HC model in the North will require the services of a long
term, highly specialized technical team, short-term TA and training, equipment, supplies and
pharmaceuticals. To accomplish this, the contract will provide funding for the procurement of
services and commodities through full and open competition. The licitation process and signing
of the TffA contract is expected to take approximately 6 months, with obligation scheduled for
CY92. The use of this procurement mechanism is contingent on the successful completion of
the rescheduling of arrears payments by. the GOP and the lifting of Brooke-Alexander
Amendment and FAA Section 620(q) sanctions in early CY92.

Important meetings were carried out in Paris between the GOP and the Paris Club and the Peru
SupporL Group, and in Washington bP.~.::-=t Presideuts Fujill,1ori and Bush during mid-September

. 1991 to advance the wre-in~.;rionw 0&' Peru into the international fmancial markets. 1bis is a
fundamental goal of the Fujimori Ad.nini~on, and a significant underpinning to current
bilateral relations with the USG. The Mission bas reasonable grounds to believe that the GOP
will successfully conclude negotiations to permit the settlement of arrears with the IFIs and the.
usa, and the ze-scheduling of the public sector commercial debt. Should delays in these macr0
economic events prove damaging or unacceptable to the successful implementation of the North
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component, the Mission would analyze options, including tbe preparation of a Project Paper
Supplement to modify the proposed implementation arrangements.

2. Southern Component: Cooperative Agreement.with CARE

USAJD/Peru will sign a Cooperative Agreement with CARE for the performance of project
activities in the South. CARE will contract all management and operational personnel, short
term technical assistance and training. Funding will be included i~ the Cooperative Agreement
for the procurement of two (2) Personal Service Contractors (PSCs), to be directly conJraCted
by USAID/Peru.

In an effort to maintain project continuity in the North, and to plan and coordinate the overaU
pharmaceutical procurement and distribution system for both the South and North, the CARE
Cooperative Agreement will provide for the funding of project studies to be carried out in
support of the overall project (with application to the South), and for the services of the
MAXSALUD PSC. The services of the ltlAXSALUD PSC will be required early on in project
implementation to facilitate project. studies, assist in joint collaborative activities with the Nor
Oriental del Marafton regional authorities, and to help supervise and coordinate common
activities for both the North and South components of the project.

B. A.lD. Project Mana&ementlMonitorio&

1;be Project Officer will be the Chief of the Health, Population, and Nutrition Division. S/hc
will be assisted by two PSCs, one for the South and one for the North. Management
involvement by USAID/Peru under the CARE Cooperative Agreement and the TITA Contract
will center around key issues which are critical to the overall achievement ofproject objectives.
The significant involvement of USAID\Peru will be only to the extent required for effective
project monitoring. The following is an illustrative list of these actions:

1) review and approval of yearly work plans;
2) approval of project criteria for financing project proposals in the South (note: once the
selection criteria and mechanism has been approved by USAIDIPeru, CARE wUl have full
responsibility for the selection and approval of sub·grantees and/or contracted r.ervices Cor the
,project's PHC providers);
3) review and approval ofkey long-term personnel in the Northern and Southern Components,
and contractual arrangements for long and shorHam personnel; and
4) review and approval of any agreements developed with regional government authorities for
the provision of PHC counterpart support (both in·kind and financial) which may be leverapd
by the project.

Project PSCs will be responsible for reponing to the Mission on all project ar,tivities. Quartaly
project reports will be issued, which will serve as the basis for semi-armual reports to be
mriewed in A.I.D./W. In addition to regular reporting and monitoring and facilitating the

I
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Mission approval process, the role of the project PSCs will include supervisory assistance in the
procurement ofpharmaceuticals and other imported medical supplies. Although CARE will have
full responsibility for the procurement of all project-wide pharmaceuticals at least the first
project year or two, it is envisioned that the PSCs will help assist and monitor the
pharmaceutical distribution process in the Ports of Paita (MAXSALUD) and Matarani
(MAXSERV). This function will include planning and coordinating the waivers and
procurement document! required, the receipt ofpharmaceuticals and the timely delivery of these
commodities to project site locations. Responsibility for this supervisory function will be shared
with staff of CARE.

A waiver is provided ·for the 2S" counterpart contribution for CARE under the cooperative
agreement, as well as for the justification for non-competitive award. These are provided for in
the annexes. It is anticipated that other waivers may be required for the implementation of
certain project activities. Primary among these are a waiver for the procurement of international
pharmaceuticals at discounted prices, which may be conducted by CARE through the Public
International Organization UNICEF/UNIPAC. Waiver.s will be handled on a case by case basis
by the USAID PSCs in accordance with the requirements of Sections 4C3d and SB4 of A.I.D.
Handbook 1.B, and Chapter 6F of Handbook IS.

C. Implementation Schedule

1. Northern Component

For the Northern Component (MAXSALUD), the following priority activities are expected:
•. completion of the preliminary studies (legal, PHC center location, pharmaceuticals revolving

funds and procurement options).
• agreements reached and signed (such as letteis of understanding) with RENOM for ceding

of health centers and local counterpart contribution. .
Immediately following reaching these agreements ~th RENOM, a selection fo~ an International
TrrA Contractor familiar with sustainable PHC projects will start, by means of USAID Direct
Competitive Negotiation. These activities arc expected to be completed within twelve months
of the SHIP start.

2. Southern Component
,

MAXSERV, the Southern Component to be managed and operated by CARE, will have the
following priority activities:
• carry out some of the special studies, including the PUC baseline data and the

pbarmaceuticals revolving funds and procurement options.
• hire the Southern component long-term director, the ara directors for the Puno and Alequipa

region, ind the specialist PHC advisor.
• establish the pbysical offices in AJequipa and Puno.

lie,



"""'" "-",,.,$II.
$170131' .Iq, 7J

• tet-up the training and grants hnplementatiun mechanisms, structure, recording and repartina
systems to be used by grantees, the regional, component offices for reporting to Lima CARE
headquarters, and reporting to the USAID/Peru Mission.

These activities are expected to take place in the first six-nine months of the project
. implementation, particularly due to the early agreement that will be executed with CARE.

3. USAID/Peru

One of the first activities expected to be undertaken by USAlD/Peru will be to hire the t1llO
Personal Services Contractors (PSCs) for the SHIP. As experienced AID-project managers, they
will be very helpful to monitor and carry out the staffing, studies, and procurement activities
needed for the Southern and Northern components of the SHIP, and over-arching project
activities.

The PSCs will be expected to be resident in Lima and to U"civel to the projecl regions rougbIJ
30% of their time. The MAXSERV and MAXSALUD PSCs will be provided office aDd

, secretarial support from a SHIP office in the Health, PopUlation, and Nutrition Division.

As USAID project monitors for the SHIP components, the PSCs will fulfill essentWIJ
administrative and project management functions. Through CARE the MAXSERV PSC wiD
support the development of subgrant criteria and mechanisms, prepare specifications and
required USAID waivers for procure,ment, review teChnical assistance requirements, and
clearance for the administrative approval of USAID ·vouchers. The MAXSERV PSC will also
serve a liaison function for policy dialogue with regional governments, once current sanctions
to the Oovemment of Peru are lifted.

The MAXSALUD PSC wiIJ coordin~te with the Controller's Officer the requisite pre-award
survey of .the institutional contractor for the TrrA contract prior to contract award and
obligation. S/he will serve as a contract monitor to the principal TrrA contractor selected for
the implementation of the northern component. That PSC will review and provide clearance fOl'
approval of USAID documentation, review specifications and required USAID waiven for
procurement as needed, review and support,the provision of technical ~sistance, and serve a
liaison function for policy dialogue and co~nterpart contributions with regional governments.

Quarterly reports on the progress of the project will be submitted by the TffA contractor;
CARE, and the PSCs to USAID. Before the start of each calendar year, CARE, the TffA
Contractor and each PSC will submit for USAID approval an annual Work Plan detailing the
objectives and activities for the upcoming year.

It is e.."Ivisioned that the Mission will have substanti~ involvement as described above in Section
B. The Mission wiU have some involvement, largely through the PSC and the TrrA contractor
responsible for the Northern Component, for the establishment of the new PVO that willllllDlle
thePHO.
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4. Collaboration with Other Donors and NOO. .

• In the North, the corresponding TITA contractor will seek the collaboration of the memben
of the Lambayeque community including the University, the RENOM, the MOH and private
medical sector, including the existing NOOs that are active in particular activities luch as
family planning and Maternal and Child Health.
• RBNOM and ill health manaaement units, and the MOH will:
•• receive monthly information on the project intervention activities and evaluate

MAXSALUD health activities oompared to those of the MOH national plan and those of
the Region and the Sub-Region D.

- coordinate with MAXSALUD to carry out vaccination activities and campaigns, and other
national MOH~irected health interventions (such as cholera).

• MAXSALUD will work closely with the communities in !l1e selected areas of intervention
in the Districts of Chiclayo, Leonardo Ortiz, La Victoria and Lambayeque in:

- mobilizing community support and participation in project/institutional activities.
-- working together on expanding and buildini health centers at locations where the

community can contribute and participate. ..
- motivating the community to take an active role in the establishment and participation in

the local beards and using the comm~nity rooms in the health centers for their activities.
... obtaining community feedback on the quality and demand for services at each health

center.

• In the South, CARE will:
seek out and develop a familiarity with existing and NOOs and individuals, interested in
participating in the PHC services provision models development and operations research
activities.

- start to develop contacts and information exchanges with the regional coordinating
organizations, private and public, of PHC and related health services for the Puno and
Arequipa regions.

• USAID will:
- selectively supervise and monitor project activities, by judicious invol\'ement and activities

of the PSCs and the CA. .
provide important linkages to other USAID projects (such as the: central projects with
Mission Buy-Ins, Food for Development, Non-Project Assistance).

• provide linkages critical to the establishment and widening of the PHC network with luch
agencies as IBRD, lOB and so forth.

- seek to maximize impact in the phannaceutica1 procurement, assisting in joint review and
purchasing by both regional project components.
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S. Illustrative Implementation Schedule

The followina II an iJluatrative implementation plan for the five-year project.

YEAR I
Monthl I to 4
• CARS Il,nl th. Cooperative A'....meot with USAJDIP.ru.
• AID Identifiea and coatracll the 2 psu.
• AID makea bueliDe data coJlectiODlloa.ltudiaaJ IUrY.Ulaace lylt'lDI coatnct.
• Pharmaceutical aurv.y and optioDl reviewed and p.....ted (or decilion-malda, OD th. North IIId Southern'

compouenll'
• CARE workplaD COJUPleted.
• IlFP (or TrrA Coatractor fo:' Ibe Northern compl)Cent drafted by AID.

MonlbfJ 5 to 8
.In th6 Soulhern compoaeat: .... ...,' ."", ~,~., ..

• the IOD,-tenn direclrn', the arM directors (or th. Arequipa aDd Puno reaioal, anCllhe PHC Technical Adviaor
are hired.

• the pb)'siCllI offiCII iD Arequipa and Puno are eatablilhed. '
• ,rants erileria have been approved by USAlD/Peru. .
.• (or the Southern componeat, trainiD, aDd grants implementatioa rnecbaaiSIDI, structure, recordin, aDd reportin,

lyltell1l to be used by ,raDleet, tho re,ioDll, compGaeat offiCII for reportiD, to l..ima CARS beadquarten, IIIcI
reportin, to the USAIDlPeru Mislion are set-up.

•In the Northern CompoaeDt (MAXSALub):
• RFP for TrrA ContraclOr for the Northern .componeDt iSlued.
• the preliminary studies (Ie,al, PHC center lOCAtion, pharmaceuticals revolving funciland procuremeat options)

are completed.
- .gr~ments have been reached and liped (such as ietten of understandin,) with RENOM (or cedin, ofspecific

bealth centen and local colmterpart contributioa, correapo"diD, to the timetable of reaovatioa/eonstructioa (see
FilUres 18 -.ad 19).

Months 9 10 12
• Contract Award made by RCO for )\"XSALUD componeDt.
• In the Southern component

- Pharmaceuticals procurement procell started and invitation to bidl iet out.
- HOO, PVO aDd other seclOr inailUtioaal survey completed, preliminary anat IIIII'k.etiaa completed and first

,ranIS signed in Puno IUd Arequipa.' •
- training has started in PUC and manaaement of health activitiea, includiD'lraalllDlDlpment.

• In the Northern componcot,
- le,a) incorporatioa process for the PVO and search for the MSU team and first let of PHC petlODDelltatted.
• lDIDI,ement lySlolDl and olber infratnacture TA CGatrlCted.
- le,al incorporation procell for the PVO completed.
- first procurement procell for PHC CNlWw aDd MSU ltartecl.
• MSU bm and lint let of PHC penouel hired ad trained by PROSALUD.
• naovatioal COIIItruc:tioa ccmpIeced offint let ofPHC ceaterl ad Yell' 2 diDicl tlqIIippecI, leidy for or-m"

local boards CODBtituted.
- manaaemeat infrutructure and I)'IAIs in fmal triaII.

C\0\.
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FIGURE 18

NORTH COMPONENT

INVESTMENT INtO HEALTH CENTERS
NETWORK (Usj)

YEARS
1 2 3 4 5 TOTAL

DISTRICT LEONARDO ORTIZ

e.S. L. Ortiz 95,250 95,250
C.S. Atusparias 171,250 171,250
e.s. San Lorenzo (new)* 196.250

.
196,250

Sub-Total 291,500 171,250 462,750

DISTRICT CHICLAlO .

e.s. Las Mercedes* 196,250 196,250
e.s. Jos~ QuiHones 158,250 158,250
e.s. Jose 01aya 107,250 107,2.30
e.s. Cerropon

196,250
158,250 158,250

Sub-Total 265,500 158,·250 620,000

DISTRICT U VICTORIA

C.S. La Victoria 1*· 120,250 120,250
e.s. La Vietoria II 146,250 146,250
e.s. Zl Bosque 158,250 158,250
Sub-Total 266,500 158,250 424,750

e.s. San Hartin* 171,250 . 171,250

TOTAL 754,250 766,250 158,250 1,678,750

(*) A.bu1ances and laboratory equipment

IP" .,,~ ~
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FIGURE 19

NORTH COMPONENT

INVESTMENT INTO HEALTH CENTERS
(US*> "

n. CONSTRUCnON RENOVATION ORIGINAL ADDITIONAL AMBULANCE
EQUIPMENT EQUIPMENT

DISDICT LEOlWlDO ORTIZ

C.S. L. Ortiz "1 61,250 24,000 10,000
C.S. Atueparias 2 137,250 24,000 10,000
C.S. Sail Lorenzo (new) 1 137,250 24,000 10,000 25,000
Sub-Total 137,250 198,500 72,000 30,000 25,000

DISrKICT CRICUlO

C.S. Las Mercedes (new) 1 137,250 24,000 10,000 25,000
C.S. Jose Qu1t1ones 2 11Z,250 36,000 10,000
e.S. Jose Olaya 2 61,250 36,000 10,000
C.S. Cerropon 3 112,250 36,000 10,000
Sub-Tota1 137,250 285,750 . 132,000 40,000 ~5,OOO

DISnICT LA VICTOlUA

e.s. La V1cto~ia I 1 61,250 24,000. 10,000 . 25,000
e.s. La Victoria II 1 112,250 24,000 10,000
C.S. 11 Bosque 2 112,250 36,000 10,000
Sub-'fotal 285t 750 84,000 40,000 25,000

e.s. Sail llartlll 2 112,250 24,000 10,000 25,000

TOTAL 274,500 882,250 312,000 120,000 100,000.

GUIlD TOTAL 1,68S,750

->J.;::.
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• FIGURE 20

NORTH COMPONENT

COST OF CLINIC EQUI~MENT AND SUPPLIES
(U5$)

- Medications
- Medical equipment
- Medical instruments
- Fungibles (disposable medical supplies)
- Medical clothing
- Laboratory equipment

. - Laboratory supplies
- Disposable supplies
- Printed materials
- Clinic furniture

1~025

700
800
350
350

4.100
610
..25
no

3,500

12.070
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YEAR 2

• Initial pharmaceuticals procurement process completed. lrainin, and set-up of IOtali.D, dru, funds started in
North and South.

• In the Southern component.
• Grants activities in Puno and Arequipa fully operational. includin, review of gnnloe activities. recordin, and

reporting by the re,ional offices.
• lniniD, in PHC and mana,emeat of health activities is on-aoin,.
- resource center established.

• In the Northern component.
• Board of Directors named and had first session.
• PHC centers for Year 2 are fully operational.
• hiring and trainiDg of community health workers and mid-wives completed.
• procurement process for PHC centers year 2 completed.
- MSU team and first set of PHC personnel fully operational.
• renovation/ construction completed ofsecond set ofPHC centers and Year 3 clinics equipped. ready for opening,

local boards constituted.
• management infrastructure and systems fully operational. .
- hiring and trainina of community health workers and mid-wives completed.

• project audit of Year 1 completed.

YEAR 3

• project audit of Year 2 completed.
• Mid-term evaluation completed, and a"lscssmentlrecommendalion for coverinathe MSU deficits at the PHO in

the North after PACD.
• Pharmaceuticals procurement continuousprocess well-established, covering trainingand replenishment ofrotating

drug funds in North and South.
e; In the Southem component,

• Grants activities in Puno and Arequipa fully operational, including review of aranloe activities, recordin, and
reporting by the regional offices. First.field audits of grants completed.

• training in PHC and IJUUUlgement of health activities is on-aoin,•.
• resource center in full use.
• initial linkages of private/public sector coordination in PHC are established.

• In the Northern component,
- Board of Directors fuily operational.
- PHC Centers of Year 3 are fully operational.
• procurement process for PHC centers year 3 completed.
• MSU team and second group of PHC personnel fully orerationiI.
• reaovation/ construction completed by period end of second set of PHC centcn and Year 4 clinics equipped,.

ready for opening, local boards constituted I,y year end.
- management infrastructure and systems in procell of improvemeat for quality of IeIYiceI.
• hiring and training of community health workers and mid-wives fully operatioaal.

• Certain iDtemationallong-tetm advisors complete CDDtraetI.

YEAR 4

• project audit of Year 3 completed.
• Pharmaceuticals procurement coatinuousproceawell-establisbed.c:overinl traiDiaaand replenislunmtofl'GCltiq

dIU' funds in North and South is in procell of institutioaaliZitioa.
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• ID tho Southem component, .
.. Grants activities in Puno and Arequipa funy operational, including review of grantee activities, recording and

reporting by the regional offices. Field audits of Irants routinc. Preliminary experiments for selection of best
model. of PHC delivery start•

.. IrainiDg in PHC and maoaaemcnt of health activities is on-8oin,•

.. reaoureo center in fun use•

.. initial linkages of private/public sector coordination in PHC are weU-eslablished aad ltart to work togethcr.
• ID the Northcm component,

.. Board of Directors fuJly operatioaal•

.. PHC ecaten of Year 4 are fully operatioDll•

.. Pl'OCUJ'eIDCDt process for PHC centers year 4 completed.
• MSU team and second of PHC pel'SODDel fully operational.
• Special Projects Director hired.
• initial experiments started for covering the MSU costs at the PHO in the North .fter PACD.
- renovation/ construction completed ofsecond set ofPHC centers and Year 3 clinicsequipped, ready for opening,

local boards constituted by year end.
• manalement infrastructure and systcms in process of improvemeut and start to be used to ·fiDe-tunc" PHO

performance in quality services and cost-recovcry. .
• hiring and training of collUDUllity health workers and mid-wiyel funy operational.

YEARS

• project audit of Year 4 compleced.
• Pharmaceuticals procurement continuo~ processwell-eslablishecl, covering trainingand replenishmentofrotatina

drug funds in North and South is well-established and institutionalized.
• 10 the Southem componcnt,

• Grants activities in Puno and Arequipa fully operational, including review of grantee activities, recording and
reporting by the regional offices. Field audits of grants routine. Final experiments for selection of best models
of PHC delivcry start.

• training in PHC and m.anagement of health activities is on-soing.
- r~urce center in full use and renewed in materials.
• linkagesofprivate/public sector coordination iii PHC are well-established and work tOlether to improve coverage

ofPHC•.
• ID the Northem componcnt,

• Board of Directors fuJly operational and takes over complete, _gement of PHO•
.. All PHC centen are fully operational.
.. potential dODOl'll of additional PHC centers icleDtified and in lip-up process.
• all MSU team and PHC personncl futly operational.
• Special Projects Director starts to secure projects to help cover the MSU COlts at the PHO in the North.
• renovation/ coaslruction/new equipment in process preparing for EOP•
.. management infrastructure and .ystems in process of improvement ud fully used to -fiDHune· PHO

performance in quality services and cost-leCOVCIY•
.. hiring and tniniag of collUDUllity health worken and mid-wives fully opcntioaal.

• IDtematioaal caafereoc:e on I)'Item replication for Latin Americ:an legion.
• IDtematioaallDCl aatioaalloag-tenD Idvisors complete coatrIdI.
• Final project audit completed.
• Ead-of-project evaluatiOD.
• Other city/regiOll selected for replication, ifwarnnted.
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D. Procurement Plan

1. Pharmaceuticals

a. Commodities

The project will purchase approximately S5oo,000 worth of pharmaceuticals for use by both
components in the first year based on a common short list of drugs for the north and south.
This initial bulk purchase win cover funding of revolving loans for populations served 0'
150,000 based on calculations of about S3.00·per person per year. The precise numbers win
be refined during project implementation. Depending on project implementation requirements,
a second purchase could be planned for later in the first year. The bidding process will.be
planned to buy twice per year reducing the warehousing problems as delivery to the Port ofPaita
and the Port of Matarani, for MAXSALUD and MAXSERV respectively, can be divided into
two or three shipments according to project needs.

Pharmaceutir.a1 needs for a population of nearly 500,000 people will cost not less than $750,000
on the basis of optimal purchasing, minimal wastage and rational use. Because international
prices are generally well below two-thirds ofthe U.S. price, purchasing from non-U.S. sources
would likely be desirable. A waiver would be needed in that case, justified on the basis of
price. Commodity procurement will be conducted by CARE under Formal Competitive Bidding
procedures, following Handbook 11, Chapter 3 rules. Short term technical assistance bya
pharmaceuticals expert will be coordinated by the USAID PSCs to provide for pre-qualification
of pharmaceutical suppliers.

International sources for pharmaceuticals can lower costs significantly compared to U.S.
procurement. Experience with this mechanism in a number of countries has realized reductions
in the cost of up to 60-80 percent of total pharmaceutical cost. Realization of these cost savings
is crucial to the implementation of the rotating drug fund's operation especially in the component
in the south. Income levels will not allow replacement of rotating drug funds if costs are not
significantly lower than retail market values. Coverage levels are related to pharmaceutical
availability and'access.

It is noted that 20-30 pharmaceutical items will consume 65-75 percent of the drug budget.
Emphasis should be placed. on these items as high priority in all procurement and provision
activities. The technical specifications for the pharmaceuticals needed are included in Annex 3.
The short term pharmaceuticals technical assistance will provide TA to the PSCs, component
managers and others to deflne the specific drug list, adapted from the attached annexes of
pharmaceuticals. These include the following sections of Annex 3:

3.1. Therapeutic groups and sub-groups,
3.2. Essential drugs for primary health care with information for the appropriate level of use

in PHe system, and
3.3. Essential dr.ugs for primary health care consumption data.

'0[\
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Annex 3.3 provides the information on the therapeutic group,' drug presentations and amounts
to be ordered for population groups of 100,000 for use in primary health care.

b. Management

The USAID PSC under MAXSERV will be responsible to manage the procurement for both
components and prepare the appropriate documentation for the CARE procurement. Program
directors for each component will provide information to the PSC for his/her development of
procurement documentation. The program directors are responsible for the management of'
pharmaceuticals in each of their respective components. Pharmaceutical logistics international
and local TA will assist program directors and staff establish necessary systems, inventory
controls and rotation practices. Further inf«;trmation regarding the responsibilities of the TA ' '
logistics advisor is included in the SOW. '

Systems for inventory control, pharmaceutical management and accounting will be developed
and strengthened. Grantee and other NGO personnel will be trained and will work closely with
the TA advisors during the first year to manage the needed systems. The grantee will be
primarily responsible for the phannaceutical systems inputs directly at least for the first year.
Other NGOs will participate in compOnent wide training and pharmaceutical systems
development and will be prepared to assume some responsibility for the pharmaceutical
management. in the second and following years.

The l\fAXSJmV component will support'the supply of community level "botiquines populares"
with basic drugs, provide private practitioners with second level PRC supplies and clinics and
tertiary care facilities with an even more ample supply for advanced PRC.· TA will be provided
to NGOs on costing structures to allow cost recovery and replenishment of the fund. Funds will
be managed by the grantee and returned to a central location for the second and subsequent bulk
purchases handled by CARE during the following years of the project. With bulk purchases
being used by two very different project components. a high level ofcooperation will be needed.
Additional funds for expanded populations will be added during the first year as coverage and
corresponding pharmaceutical supply is explded.

c. Material Resources

Some minimum project funds will be required for procUIement of manuals, materials and other
JeJated literature resources as technical resources for the development ofpharmaceutical sys~ms
and management personnel. These resources will be studied and adapted to the specific needs

. of the project population. The intenWionai pharmaceutical TA advisor and local counterparts
will identify literature and resources needed and provide a list to the PSC for purchase.

. :
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2. Fixed Assets and Supplies

a. North .

For MAXSALUD. the project component in the North ofPeru. procurement includes (see Chart
A):

o 4 ambulances at a unit cost of U$25.ooo each, to be stationed at the health centers: San
Lorenzo. Las Mercedes and La Victoria I in the city of Chiclayo and one at the health
center San Martin in the city of Lambayeque. '

o Health center equipment. which includes medical and laboratory equipment and supplies,
clinic furniture, telephone equipment and rights, furniture for consultations offices at start
up for the general practitioner (a health center medical director). for pediatric offices and
supplementary dental equipment. The dental care chair and drill equipment will be provided
by the dentist.

The budget per health center is U$24.ooo. A partial budget for the cost of clinic equipment
and supplies of U$12.070. is described in,Figure 20.

The budget for additional equipment. which refers to furniture for the communal room at the
center (for Mother's Clubs meeting and so forth), furniture and medical equipment and
supplies, as the volume of the health center grows, is estimated at USIO,OOO for each health
center.

'I11fee 4x4 vehicles for the Management Support Unit (MSU) use. to be dedicated to field .
supervision of health promoters. visits and training at the health centers. transportation of
medical supplies and pharmaceuticals to and from the health centers. and so forth. These
vehicles are also to be used to transport personnel of the Contracting Agency located on site
in Chic)ayo.

Each vehicle is budgeted at US17.000. Two of these vehicles are expected to be purchased
in Year 1 and one in Year 2.

o MSU and local Contracting Agency office equipment and furniture. electronic data
processing equipmerlt. communications rights and installations. back-up electrical equipment
and security installations are budgeted at a total during LOP for USI50.000. In year 1
U$80,000 will be needed for set-up and settling in and U$70.000 is expected to be required
in Year 2.
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b. South

In the MAXSERV, the project component in the South, procurement includes:

o Two 4X4 vehicles are budgeted at USI7,000, to be located at the Puno and Arequipa
Offices respectively.

o Office furniture arjd equipment, electronic data processing equipment and communications
facilities for the offices in Arequipa and Puna. The CARE facilities in Puna may support
some of these requirements. Total budgeted amount is U$30,000 in Year 1. ..

c. Summary

In summary, total other procurement is:

MAXSALUD:
- 4 ambulance $100,000 '

health center equipment 220,000
- 3 4x4 vehicles 51,000
- Office equipment and fumiture 150,000

$'21,000

MAXSERV
- 2 4x4 vehicles 534,000
- Office equipment and fumiture 30~000

164,000 .
. TOTAL $585,000

E. Trainjoe Plan

1. North

a. Persons to Receive Training

11Ie project training program will focus on three primary groups: 1) executive and management
staffofthe MAXSALUD, including the Board ofDirectors,'Executive Director, and MSU staff;
2) technical staff in the health center network; 3) community memben (includi~g [should
sanctions pennit] RBNOM government officials, MOR officials, faculty at local universities,
representatives from the Colegio Medico and the private sector, and project community-based
workers such u local boards and promoters).
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b. General Training Objectives

The fundamental activities of the project's training activities are:

. 0 To orient MSU and health center staff to the PHO self-financing model including:
organizational philosophy and structure; rules and regulations; operating procedures and systems;
personnel policies and guidelin.es.
o To improve and'upgrade technical, managerial and supervisory skills, knowledge base, and
attitudes of MSU and health center staff.
o To improve team building, communication skills, and conflict resolution.
o To select, develop and train a cadre of effective community-based health worken who will
link the health center network with the community and carry out key health interventions
designed to reduce maternal and infant mortality in project areas.
o To develop a collection of effective training materials, manuals, and training guides which
can be used in continuing education programs to improve the knowledge, attitudes and skills of
all PHO staff.

An MSU staff member qualified and experieneea in training will be named as Director of the
Human Resources Development Division. This person will be responsible for identifying,
developing, coordinating, implementing and evaluating all training and educational programs.
Anticipated training needs are identified below; other needs will be identified during project
implementation. .

c. Participant Training - Out-of-Country

1) Observation Trips

The concept of a self-financing PHC system is new to Lambayeque province. Observation and
training visits to PROSALUD in Santa Cruz and the new project in La PazIEI Alto will be useful
to educate people about the potential of a PHO netwm:k of health centers; provide training
opportunities for key staff; and to motivate participants to be enthusiastic promoters of this
concept. Two week visits of different group~ ofpeople throughout Year I of this project would
achieve these ends.

a) Prior to Component Start-Up

Those to RCeive training before component start-up include: key individuals from the MOR,
including central and regional offices, especially at least twO individuals from Sub-Region D of
Lambaycque; by individuals from the medical community, within lambayeque, including
representatives from the Colegio Medico; faculty from the two universities in the Region
(Universidad Nacional Pedro Ruiz Gallo and the Universidad Particular de Chiclayo); and the
IPSS of Lambayeque province. (Ibis presumes that sanctions have beeIllifted.)
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Approximately 12 people - 6 from Lambayeque and 6 from other areas of Peru - would form
a medical group that would share common experiences and help change policies within their
institutions in support of this project.

b) Within Three Months after Component Start-Up

This will include members of the Board of Directors of MAXSALUD and the Regional
government. staff of the MSU. and long-term technical advisors (approximately 12 people). In
addition to educational and motivational aspects of the trip. it would also serve as a
learn-building exercise. These people will be responsible for the successful execution of the
project and they could identify some common themes for implementation upon return to
Chiclayo.

c) In the First Year

This will include key individuals from the initial health center staff. including medical directors,
. nurses, midwives, and administrative staff. This.would be considered an important part of their

orientation and initial training. This would also be approximately 12 people. After the network
is up and running. there would be no further need for travel to Bolivia for orientation, since it
could occur within the existing MAXSALUD centers for staff of new centers.

2) Short Technical Courses - 4-6 Weeks

This project is introducing new concepts into the region, which wiD require a reorientation of
management staff hired by the project for the MSU. Short courses outside of the country will
be important for this group in order to: provide them with additional knowledge, attitudes, and
skills applicable to self-financing of primary health care (PHC); provide current reference
manuals and training materials; and help staff develop in-service training programs for other
PHO staff upon return to Peru. The short nature' of the training will insure that staff will not
be gone for long periods of time during the early critical years of the project. Short courses
would be useful in the following areas:

a) Financing of PHC services

Focus on economic analysis of health services, including indicators of cost-efficiency and
cost-effectiveness; emphasis on self-financing including price structures. cost recovery
mechanisms. accounting, and management of rotating fund.s.

b) MIS development for PRC

Focus on selection of key indicators to follow in PHC services and financial/management
IelVices; selection of equipment and software; training programs for users; focus on
cost-effectiveness and productivityanalyses. reporting formats. and training ofinformation users.
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c) Logistics of essential medi~tions

Development of formulary; procurement mechanisms; storage facilities; inventory and quality
control systems;' distribution network; training of patients in effectiveness of medicines, and

. ,computerization of logistic systems.

d) Mark~ting and promotion of PHC services

Focus on market analysis including research techniques for baseline data; feasibility studies; site .
analysis; product identification; customer service; community promotion techniques; mass media
(radio and television) and print media dissemination; evaluation and adjustment of market plans.
The participants would include the individual hired for the MSU in that position, plus the
Executive Director and/or the President of the Board of Directors for :;elected courses. It
obviously will not be possible for the last two individuals to attend all 4 courses, so they would
need to choose areas of need. This would mean an average two persons attending each course
in the first year of project activities.

A number of prestigious institutions in the U.S. offer short, intensive courses like these
including Management Sciences for Health, which was the grantee responsible for establishing
and providing technical assistance to PROSALUD/Bolivia. Courses like these would help insure
that the training will be oriented towards the needs of the participants, and MSH does provide
these courses in Spanish. .

3) Seminars and Conferences

As part of the dissemination component and to promote international exchange of information
and experience, travel to seminars and conferences throughout the life of project should be
considered,an essential part of the training plan. Four weeks a year should.be set aside for
various individuals of the PHD to participate in these educational activities.

d. In-Country Training

Most of the training for this project will aceu'r in-country, with technicai assistance provided by
the grantee and/or through sub-contracts with national organizations. The programs outlined
below are only suggested by this initial analysis. Other opportunities will arise during
implementation that cannot be anticipated here. Thus, flexibility will be needed in the training
component. A major objective for the MSU will be to develop the Human Resources Division
into a proactive, effective, and efficient training unit capable of design, implementation, and
evaluation of a variety of courses for MAXSALUD staff as the need arises.

An important activity initially will be a ·start-up· workshop that would bring together key
individuals from USAID, MOB, Regional Government, UNICEF, and JPSS to discuss project
gOals and objectives, promote inter-institutional ~ration, and develop initial work plans.
This could be done in 2-3 days very early in project year 1.

,. , ..
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1) 'PHO Management

Four key areas of MAXSALVD management were identified above and de.cribed in .detail.
. These are: fmancial management, social marketing and promotion, MIS, and logistics and

essential medicines. All PHO staff will need to bow so~ethingabout each of these in order
to achieve self-sustainability. ,Each of the MSU staff attending a short intensive course
out-of-country will have the responsibility to develop a shorter 2-3 day course in each technical
area to be given in the fust year to other MSU staff and to the first group of providers hired to
staff the initial health centers. This training should occur while the centers are being remodeled .
and minimal services will be provided. The remodeling process should take 6 months. Given
the importance of financial management and marketing with active community promotion to
everything the PHO does, priority attention should be given to these technical areas in the fust
year. The other two can be added is time and circumstances permit.

With experience, these four courses can be shortened into one day apiece and included as part
of the orientation training for newly hired staff. All PHO staff need to be oriented towards the

. twin objectives of efficient management to decr~se costs and improve financial sustainability
and promotion of services within the community to improve utilization.

2) PHe Service Delivery

Mthough all the technical staff (doctors, nurses, auxiliaries, and technicians) will have some
background and experience in delivery ofPHC services, the technical design of this project will
require a reorientation of staff. Services not traditionally offered in i1ealth centers and others
which have changed since the formative training of many health workers,. like diarrheal disease
control, will be stressed within the PHO network. These include deliveries; working with
alternative types of health providers such as mid-Mves and community promoters; home visits;
identification of high risks; and educational services to community groups. Providers will need
to be trained in these to ensure a consistent quality of services throughout the network of health
centers. .Perceptions of quality services by the population served will be the major factor
promoting continuous utilization and willingness to pay.

Short-term technical consultants are included in this project to assist the Executive Director and
the Health Services Director in the design and implementation of these courses. These courses
could run from several hours to several days (e.g., safe birthing practices). Given the priority
assigned to the courses outlined above in PHO management, these would begin at the end of the
first year and carry through into the second and third y~.

3) Community Organization and Tnining

Involvement of the community in many ways wiD be an essential factor in a successful marketing,
strategy. The community ·maps· developed as a special study during phase I will be important
here. Staff needs to be trained how to use the ·map· -to engage community groups actively in
their health centers. This will include the development of a viable and involved community

",.; ,.....
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board of directors for each health center; dfwelopment of liaisons with women'_sroups, clubes
de madres, church groups, and civic action groups that share similar objectives to the PHO; and
identification of key individuals wiJlina tC) work with the health center on a volun~r basis to
promote health services. .

A key component here will be the selection and training of health promoters. These would be
volunteers from the groups identified above willing to spend some hours or days each week as
outreach personnel within the community. Traditional Birth Attendants will also be offered the
opportunity to participate. They would help identify high risk families, pregnant women, sick
children, or other stressed families, and motivate them to come in for services. Promoters
would also trigger home visits by nursery and auxiliary staff in cases where it would be difficult,
or the patient refuses, to come in. Promoters will also serve as change agents within their
respective barrios or groups providing educational services to promote behavioral change to
more appropriate health practices. The efforts of the promoters will be reinforced by the masi
media campaign on radio and television that will be a component of the marketing strategy.
Once behaviors change to healthier patterns, utilization of health services should improve, and
morbidity and mortality will decrease. .

Since this activity has equal importance to h~th service delivery and management systems, a
series of short one-day workshops will be provided to PHO staff throughout the life of project.
Initial training activities will also focus on that six month period of health center remodeling to
insure that community organization activities are incorporated at the start of health center
development. Short-term technical assistance will be available to help with this component.

4) Training of Trainers

Given the overall importance of continuing. education to PHO staff, a short hands-on
training-of-trainers workshop for key PHO staff should occur in the first year of the projecL
This would be a one-week intensive workshop with a hands-on approach to assist them in
development of some of the training programs outlined above. Short-term technical assistance
will also be available to .help with this. The objective will be to train MSU staff in the learning
by objectives \methodology, including identification of desired knowledge, attitudes, and
practices, development of objectives, curricula, learning materials, training guides, and
evaluation. Continuing short term technical assistance to the Human Resources Division will
develop this ulllit into an effective training unit capable of continuing these types of programs
throughout the .life of project. '

Training-of-traiJ1ers worlcshops could be given at intervals throughout the project, e.g•• in year
2, and again in year 4, involving a wider range of PHO staff at the health centers. "Ibis will
help them develop educational and training programs for community poups.

- -.;.
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5) Operations Research and Evalua\tion

This project is in reality a large operations research project. The hypothesis is that cross
lubsidized PHC services can be self-sustainable. This a,pproach dictates a strategy ofcontinuous

, project monitoring through the MIS and rapid assessme!nt through community based studies on
impact of a project activities, such as the marketing phUl, health services, community training
programs, etc. Thus PHO staff, both managerial and le(:hnical, will need to develop techniques
of rapid assessment that will allow changes in program activities to maximize impact. It would
be undesirable and impractical to wait until an end-of·,project evaluation to learn that some
activity should have been adjusted in year 2 but was not. .

'lbe farst year of the project will be spent in organizing the network ofhealth centers, developing
thePHO and the training activities outlined above. In the second year, once services are being
offered, attention will shift to evaluating their impact. This should also include developing
indicators of cost-efficiency and cost-effectiveness to help evaluate which services should
continue, which need changes and what should be added. Therefore, in year 2 a series of

. workshops on operations research and rapid ass~ssment techniques will be offered. Short-term
technical assistance will be available to usist the health Services Director and MSU staffdevelop
this training module, and to train them as trainers. Then, 1-2 workshops will be held for health
center staff and the local community bOards to train them. in rapid 8S~ssment techniques..
This will be part of a strategy of ;'total quality commitment" to "customer" service, i.e,
assessing what community members feel about the services offered, what impact they have had,
and what adjustments need to be made to meet their n~s better. If "customer" needs are met
satisfactorily, and this is assessed on a periodic basis, the project stands a better chance of being
self-financing., This mental and technical approach will then become part of the orientation
training of all new health center staft as the project expands. Fortunately, AID-funded
operations project has regional offices in Lima, and some technical assistance "an be requested
froin that source.

2. South

a. Planning and Program Development Training

Project training in the'start-up year ofMAXSERV will consist ofteehnical assistance provided
to the Program director and Sub-Directors in operational aspects of an NGO grants program.
Observational visits within Peru will be made by ProjC!Ct and Area Directors to, for example:
other operating NGO consortium projects, other successful'maternal and Child health and
nutrition demonstnltion projects, famUyplanning projects, .and.onceeslablished, toMAXSALUD
in the north. . " . .' '.
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b. Training Needs Assessment

A training needs assessment will be conducted for the NO()s participating in the grants program,
for their administrative and technical staff, and for community health promoters working with
and for the NOO. Technical areas in which training needs assessment will be conducted include
DDC, ARI, Immunizations, FP, Maternal Health, and Nutrition. Also, training needs will be
assessed in the areas of community promotion and education, health/management information
.ystems, epidemiological samreillance reporting, planning ~d evaluation, and others.
Administrative ~rsonnel wlll be assessed for training needs in planning, budgeting, accounting,
and other administrative areas. Th~s needs assessment will serve the basis for the development
of a Training of Trainers plan for a component wide training program. The TOT will build
NGO personnel's institutional capability to train NOO p~lrlnel, and community promoters in
the identified content areas. In addition to the technical content, the TOT will also provide them
with skills for training and managing personnel and community members.

Training will most likely be needed in the following axeas:·

1) Community promotion of MCH and child survival intervenltions,
2) ARI prevention, identification and referral, .
3) Diarrheal prevention, identification, treatment and referral,
4) Identification of high risk maternal conditions, including pregnancies, promotion of

community level nutritional and health. interventi~ns, and referral mechanisms,
S) Community nutrition and health promotion activities and refen'al indicators and mechanisms,
~) Community health and nutrition monitoring techniques, systems and basic'reporting systems
7) Planning, monitoring and evaluation techniques and systems,
8) Information systems, development and management,
9) Training technique and program and personnel manag~ment.

Since the PP team's initial assessment found relatively good promotion and supervision skills.
among these NOO personnel, the balance within the TOT course skills/information on technical
aspects of child survival, MCR, Nutrition, etc and overall IWlDagement and ltaining skills will
need to he furth~r refmed during the training needs assessmeult process.

c. Training of Trainers

1110 Training of Trainers will include technical information irlcluded above u well u a strong
component to improve their traininl, supervision and managementskiUs•

111e. first year. training wiD be carried out in two short .:ounes of two 'weeks Cach for
approximately 20 persons each in Puno and Arequipa. Technical assistance will be provided in
the development of the TOT needs assessmmt, development of training nl8terials and curricula,
actual training and evaluation and fol1ow~up. It is anticipab'CI that this TOT will strengthen
institutional capability of NOOs and other institutions to later carry out training courses.
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Follow-up TOT training will be carried out in short courses of three days each twice yearly in
the following years.

Short term Peruvian TA will be used to strengthen training capacity. The Nurses' Association
(Colegio de Enfermeria) in Puna, as well as the technical unit within the University of ~equipa
are two potential resources for training TA in both the technical and management aspects of
PHC. It is planned that some additional TA will be contracted from other regions taking
advantage ofalready established ties with the MOH School ofPublic Health, the national family
planning ASsociation and other health institutions. Whenever TA is brought in from outside Puna
or Arequipa, Jocal institution TA should be paired to strengthen institutional capabilities within
each region. Costs for TA provided by these local institutions are estimated to be modest.

d. Health Personnel Training

Physicians, nurses, professional midwives, nubitionists, social workers, and non-professional
personnel such as auxiliary nurses and sanitary technicians will be offered courses in the six
child survival and maternal health areas in order to increase their capacity to deliver priority
health care services of high quality. When sanctions are lifted, MOH personnel will be able to
attend these training courses in areas where PVO activities are primarily promotional. Health
personnel training will include theory as well as clinical practice.

e. Promoter TraLe:ing

It is anticipated that year one and two of the project will focus on strengthening of the
p~omotion, health education, referral and other skills and knowledge or'the promoters working
in the NOOs receiving grants. Years three, four and five will build upon this experience and
train a group of new promoters for ex~ded NOO programs.

Four short (three day) training courses will be scheduled for each promoter during each of the
first two years of the project. During the last three years, each promoter will be trained twice
in each additional year of the project to update/upgrade their skiDs. Additional technical
assistance from Puno and Arequipa institutions such as the Colegio de Enfermeria, etc. The
initial training courses and to the extent possible, most training courses will j9in a number of
NOOs in joint training efforts. This will promote economies of scale, encourage interaction and
exchange of information and experiences and promote consistent approaches of NOOs within the
communities. Training courses will include some twenty promoters for each .three day course.

. It is expected that budgets for initial training at least for. the first year. \\i11 be included in the
overall component tmining budget and that tmining courses for the later years will be fmanced
through NOOs sub-grant budgets.

·r
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f. Pharmaceutical Tnaining

Training will be required for the pharmaceutical component. TA advisors will first assess the
current pharmaceutical system and provide assistance in the development of the pharmaceutical
system for this component. During these extended TA visits they will be providing hands on
training of NGO management personnel working jointly with them. Site visits to appropriate
systems for observa.tion would also be appropriate.

Based on initial pharmaceutiatl systems design, the training needs of pharmaceutical
logistics/management and clinicnl personnel will be established. The first training will be
carried out for pharmaceutical management personnel and be managed by the USAID PSCs.

Short training courses and more udvanced pharm~ceutical management seminars will be funded
to prepare and strengthen local NGO, private sector and other personnel to manage and utilize
the project's pharmaceutical inputs. Training will also prepare CARE and NGO personnel to
develop their systems to manage broader and future pharmaceutical inputs. Within the training,
norms for rational use will also be discussed. Training in the f1l'5t project will focus on training
NGO pharmaceutical management personnel who will mange and later train operational
persoMe1. Before the estimated arrival of project pharmaceuticals, training ofclinical personnel
focusing on dispensing and rational use will be done.

Training will also be developed for the clinical personnel in rational drug prescription and use.
This will require the training by the clinical TA pharmaceutical advisor. It is anticipated that
this training will be given in 2 courses for the first year and 2 courses for each following year
f~r operational personnel iii clinics. The pharmaceutical procurement plan provides further
information on the areas to be covered.

More advanced training of clinical personnel, in pharmaceutical use is planned to upgrade
knowledge and skills in rational drug use. Clinical ~ning seminars with physicians, nurses,
and others clinical personnel will be programmed in the second project year, or earlier ifproject
pharmaceutical begin to arrive in component sites. Training will be carried out by trained
experienced clinical pharmaceutical , medical and logistical specialists with experience in
training. These experts will collaborate with local· expens in these fields. Additional TA to
incorporate the skins of training specialists will assist clinical specialists in the development of
seminar and training curricula, training methodologies, materials and in developing evaluation
techniques.

. Training in basic pharmaceutical wlogistics managementW and basic wrational use- for community
members JeSpOnsible for the botiquines populares will be developed. Simple, short, practical
training sessions will be given with ample time for feed-back and practice. 'Ibis training will
be done by. local technical trainers with adequate pharmaceutical experience. Local NGO
Training/management personnel with the assistance of Puno and Arequipa local pharmaceutical
and clinical nursin, personnel should develop the training content and training exercises.

•
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The number of one day courses for Botiquines populares promoters is calculated at
approximately 12. This would include training of promoters in groups of 12-15 four times per
year to ensure that the information presented in training continues to be practiced· daily.
Improved supervision will also contribute to improved practice of these botiquines promoters.. ,

g. Observation Visits

Annual short observati~n visits for key project management personnel will be provided to allow
interchange of ideas and models with similar projects. Interchange with other LAC NGQ·
programs, particularly Bolivia, will be encouraged. Although the project's components are
significantly different, interchange ~f experiences through observation visits between them will
also be included as part of the training program.

F. Technical Assistance Plan

1. North

a. Long Term

Long term technical assistance for the northern PHO will be provided by a Senior' Health
Management Advisor (S years), a Social Marketing Advisor (2 years), and a Logistics and Basic
Medicines Advisor (2 years).

1) Senior Health Management Advisor

The Senior Health Management Advisor will function as ·Chief of Party· to supervise and
integrate all other long-term and short-term T.A. envisioned under this project. The scope of
work of tins key position includes the following: .

o Work with key community leaders, Regional government of Nor Oriental de Maranon,
MOH, JPSS, and university faculty to develop the PHO organization, incl1J..ding: establishment
of Board of Directors;
o Incorporation and legalization of the PHO as a non-profit entity; development ofby laws and
regulations to govern the organization; development ofagreements with cooperating institutions;
establishment of copyrighted name.
o Assist in development of the Management Support Unit within the PHO, including:

. development of scopes of work and personnel qualifications for key positions; recruitment,
interviewing and hiring of personnel; establishment and equipping of office for PSC, hire
support staff; provide for initial orientation and on-the-job training ofstaff; assist in developing
terms of reference for further staff training.

,,'
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o Assist in development of systems in the following areas: strategic planning and budgeting;
finance and accounting; personnel management and training; logistics and supply; marketing
plan; community organization and promotion; medical services.
o Work with MSU staff to develop health center sites, including: location of sites and
feasibility studies; design, remodeling andlor construction of heaJth centers; management of
sub-eontracts; marketing and promotion plan; community involvement/establishment of local
boards; recruitment, hiring and training of heaJth center staff; development of health services.
o Assist in development of information and evaluation systems to allow continuous monitoring
and adjustment of project activities consistent with the operations research focus.
o Assist in identifying needs for short-term and (possibly) additional long-term technical
assistance, including scopes of work, qualification of personnel, and identification of potential
consultants.
o Submit quarterly and annual progress reports to PHO Board of Directors and USAID.
o Work with MSU staff to develop and implement community organization strategies including
collaboration with community groups, training of local boards, identification and training of
community promoters and other community personnel.

. 2) Social Marketing Advisor

Given the critical importance of orienting all project activities towards appropriate marketing
strategies to attain financial self-sufficiency, the services of a long-term Social Marketing
Advisor will be required during the first t~o years of this project to carry out the following
scope of work:

I) Train MSU staff and assist in the development of Marketing Surveys to identify potential
sites, demand for services and cost structures.
o Assist in the process of community identification, including working with community groups,
key individuals, public sector groups, and promotional groups.
o Assist in establishing the PHO as a "brand name" in Lambayeque province, one that is
recognized as providing affordable, high quality health services. This will include involvement
in developing the service mix as well as promotional strategies through print media, radio,
television and direct contact education.
o Design systems to improve utilization rates; in addition to promotional activities, this would
include design of "call-back" systems, establishment of Mother's Clubs and support groups, and
utilization of community promoters.
o Assist in financial analyses to evaluate cost structures in Rlation to demand andlor expansion
to new services or sites to improve demand.
o Establish effective monitoring and evaluation mechanisms relative to marketing strategies to
allow rapid assessment and adjustments to rapidly changing market conditions.
o Ensure ~keting activities continue through the MSU after departure of long-term adviser.

I
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3) Logistics and Basic Medicines Advisor

A continuous stock of high quality medications and supplies is essential to perceptions of the
population regarding "quality" of care. Stock outs are a constant source of frustration to both
staff and patients and wi1l decrease morale and utilization. The sale of medications through the
health center will also be a revenue generator. Given the importance of all these points, a
long-term advisor in this area is considered essential during the first two years ofoperation. The
scope of work includes the following:

.
o Develop the Basic Medication List and formulary with specifications for each.
o Work with administrative personnel of the Management Support Unit (MSU) of the PHO to
develop a comprehensive logistics system including the following:

- central warehouse established
improved/upgraded pharmacies and stock rooms in health centers

- inventory central system
• quality control system
• security
• distribution
• effective utilization
- procurement procedures, with specifiCations and bid processes.

o Assist in design and implementation of a computerized management information system to
assist in the above.
o Design and implementation of training programs for MSU and health center staff in Logistics
and pharmaceutical distribution procedures.
q Develop a logistics manual.
o Assist in establishing pricing of medications sufficient to generate revenues.
o Assist in development of promotional and health education materials to the community
regarding appropriate use of medications.
o Assist in procurement of office equipment, medical and surgical equipment. vehicles and
supplies for the MSU and health centers.
o Develop a preventive maintenance program for essential equipment.
o Assist NOO project in ArequipalPuno develop similar logistics system through joint technical
assistance and training efforts.

b. Short Term

1bis project will require SO person months of short-term tecbnical assistance over a five year
. period. At this time we cannot anticipate the exact distribution of these person-months among

the various technical areas of need. but we can determine needs:jn,areas described below.
Contractors responding to the Request for Proposal could be required to submit a plan for
utilization oC:the short term TA over life of project. This would stimulate creative approaches
and allow the Mission to better evaluate the technical merits of each proposal. Potenlill
contractors wiD aI~ be required to report a set-aside plan for su1H:ontraeting to 8(a) firms. ·~,:·i:/;i~·

,,~ ~ ..'
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AU short-term technical experts will have at least a Master's degree in their field of expertise,
or a bachelor's degree with equivalent experience; minimum 5 years experience in their field
(10 years in these with a bachelor's degree); minimum 2 years experience in LDCs, preferably
Latin America. All consultants should have FS-3 Spanish language capability. The short-term
T.A. will be included as part of the long-term T.A. contract, although sub-contracts to
organizations specializing in one or more of these areas may be desirable to add technical depth
and stimulate creative collaborative efforts.

1) Primary Health Care Service Delivery

This will include experts in Child Survival technologies (ORT, ARI, growth monitoring, etc.),
maternal-child health, midwife and TBA training, reproductive and woman's health, safe birth
technologies, and referral system development. Consultants in these areas will assist in the
design, implementation, and evaluation of the health services component.

2) Management Information Systems (MIS)

The development of an automated MIS is essential to monitor project activities, do financiial
analyses, and complete rapid assessments of outputs.. . Assistance will be required in the
development, installation, operation, and maintenance of the MIS, including selection of
equipment, ·user-friendly" software and networking system, training ofpersonnel, security, and
utilization of information generated by manageme~t.. Significant work has already been do,ne
in these areas with PROSALUD, Bolivia; the contractor in MIS should be familiar with the
PROSALUD MIS in order to make more efficient use of the resources available, as well as 'the
HIS/MIS developed for the MOH/Peru. The system used must be compatible with the MOH
IDS/MIS.

3) Information, Education, and Communication~)

Consultants will be needed to assist the marketing plan in·the development and disseminatio,n of
culturally appropriate educational and promotional materials through both print and mass media
(radio and television) to educate the target population about their health problems, promote
appropriate health behaviors, and improve utilization of the health services available through this
project.

4) Operations Research and Epidemiological Analysis

. Experts will be required in design, implementation, and analysis of operations research studies
using rapid assessment technologies and in longitudinal follow-up of changes in maternal and
infant morbidity and mortality. These will include baseline data collection; special studies (e.g.,
differences in outcome of patients attended by a midwife versus those attended by a TBA); and
• continuous surveillance system using reponed morbidity and mortality data. End-of-project
evaluation of changes in baseline indicators will be an important measure of project success.
This project will serve a population of approximately 300,000 people and a sampling frame
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should be established initially that will allow re-sampiing at regular intervals. This will require
development of survey instruments; training of interviewers and supervisors; installation of user
friendly research software such as ·Epi Info· or ·Survey Mate"; and training of personnel in
utilization of software :and analysis of results.

S) Community Organization and Training

Project success will depend on establishing linkages with community groups, development of
active community boards, and identification and training of community promoters. These will
all be volunteers willing to work with the project as part of its outreach component. Strategies
will need to be developed for engagement of these groups, motivation and incentives for
personnel involved, training, and evaluation.

6) Human Resource Development

This project includes a large number of training activities directed towards MSU and Health
Center staff, community groups, and volunteers. Technical assistance will be needed in the
design, implementation and evaluation of some of these training programs. This should include
experts in "learning by objectives· methodology to assist in the identification of the required
knowledge, attitudes, and skills of the participants; design of training materials and manuals
appropriate for each level; development of teaching guides and training-of-trainers programs;
evaluation ofperformance objectives and adjustment of training programs based on these results.
;Most of this assistance will be required in the first two years of the project, since a major
objective will be to develop a training unit within the MSU capable of sustaining these activities
on their own.

7) Financial Management

Financial Management technical assistance will examine the different aspects related to the
generation of surplus per health center (e.g.: per PHC service and products), the potential for
additional surplus generation through complementary services such as laboratories, so as to help
improve the surplus generation of the PHC network as a whole. In addition, it will develop,
install and supervise the installation and usage of a complete financial and health services
management information system (in two currencies) that will produce monthly total health center
and per service cost information at each center, budget control and cash management, personnel
management, and financial information per MSU department and as whole institution.

2. South

I. LongTerm

Long term technical assistance for the Expansion ofPHC Services in the South will be provided
by the PHC Technical Advisor, the program director, the Arequipa Area Director, and the Puno
Ala Director.

•
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These long term advisors will initiate, administer, manage, and provide administrative,
managerial and technical/content oriented technical assistance to NGDs and other institutions
involved. The project and Area directors will deal more with administrative and management
functions, and the PHe Technical Advisor more with health care technologies and support
services.

b. Short Term

Short term technical assistance will provide periodic specialized TA identified as needed by the
long term advisors and monitors. The areas of specialized TA defined are: training, materials
development, phannaceutical rational use and pharmaceutical logistics development.

1) Pharmaceutical

This includes six months of short term international TA in clinical and logistics management
aspects of pharmaceutical systems development and rational use. For specifying drug purchase
lists, training personnel in rational proscribing and other clinically related issues, a physician
with pharmaceutical experience is needed;. for the logistical, storage and transport systems
developmen·t and training, a logistics specj~st with drug management experience will be
utilized. Project provided TA will also guide development of systems for inventory control,
training of personnel, bulk purchase, development of thr.rapeutic norms and quality control
resulting in reduced wastage and improve availability to· the population.

Ten person-months of local TA from the universities or other organizati~ns to increase national
capacity to provide this assistance in the future will be included in a partnership arrangement
with international TA. Counterpart personnel in the NGOs and other institutions will be
assigned to work with short term TA advisors to build local capacity for ongoing pharmaceutical
management.

In addition. the long term phannaceutical advisor in the other project component will have as
part of his scope of work short term assistal1ce to the CARE program. An overall Scope of
Work for the pharmaceutical TA advisor has been developed and is included as Annex 4.

2) Training

Technical assistance in training will be provided to strengthen training techniques. content. and
curricula. Short term national technical assistance will be provided to assist the program team

- for a period of 18 person months during the life of the project. The Colegio de Enfermeria and
the universities can provide local TA. Technical assistance at national level or intemationallevel
for advanced assistance in content. techniques and overall teview from TA advisors from the
school of Public Health or international finn for a period of thRe person months is included.
Local NGO staffwiD be counterparts to incmase institutional capabilities throughout the project.

"
--;
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3) Operations Research

As this project component deals with delivery of primary health care services by a variety of
models and means, with one objective being to determine how weJl they work in Peru, there will

. be a strong need for technical assistance on operations research. The feasibility and applicability
of the various project models will be studied, analyzed and documented during the component's
implementation. Local research institutions will be contracted to provide technical assistance
to the component and will be responsible for the needed baseline studies, operations research and
periodic assessments of appropriateness of technical, institutional and sociological approaches,.' .
Twelve person months of ~hnical assistance is programmed.

In addition to the local institutions, three months of (national level) Peruvian or international·
technical assistance has been defined as needed for conceptualization and overall definition and
review of these studies during the life of the project.

L
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VII. SUMMARIES OF ANALYSES

A. Technical Analysis

1. North

Chiclayo is a city of approximately 600,000 people located on the north coast of Lima.
Although it is located essentially in desert terrain, it is the largest market city north of Lima,
and services a huge area known as the Region of Nor-Oriental de Marafton. This Region is
composed of the Departments of Lambayeque, Cajamarca, and AmolZOnas. Chiclayo is a major
transit point for fresh produce and other products from all of these departments. In 1990,
Chiclayo was the third highest generator of tax revenues for the government of Peru after Lima
and Arequipa. The province is highly urbanized with 73% of the population living in urban
areas and only 17% in rural areas. There is a high dependency ratio with 42% of the population
less than 15. The annual growth rate from 1985 to 1990 was 2.85, which is one of the highest
in Peru. Because it is a large market city, the medi~ income is slightly above average, and it

. is highly urbanized. Chiclayo was selected as a .project site for this analysis after development
~f the SHIP PIO, and clearly it has the greatest prospects for successful testing of the model of
any of the areas outside of Lima.

a. Health Status

Available data on vital events in the Department of Lambayeque suggest that there is a
significant under-registration of births and deaths (see Figure 21). Reported infant mortality is
quite low and is not consistent with conditions observed, for example, in the Hospital Las
Mercedes of Chiclayo. The infant mortality was estimated at 67.6 per 1000 live births in 1981
for the Lambayeque department. The current report of 29 deaths per 1000 live births is likely
to be greatly underestimated. Both the birth rate and the fertility rate are fairly high, reflecting
the fact that the growth rate in Lambayeque is one of the highest in Peru. Maternal mortality is
also fairly significant, but undoubtedly is under-reported as well. The most common causes of
maternal mortality~ due to complications of pregnancy, abortions, and hemorrhage. One of
the major reasons for the high rate of maternal mortality is the fact that· a very high percentage
of women have their deliveries at home. It is estimated that three-fourths of women in Chiclayo
have their babies delivered at home using traditional birth attendants (TBA). The National
Nutrition and Health Survey of 1984 showed that 70% of women delivered their baby at home.

The ENNSA 8100 showed that, in terms ofambulatory consultations, 31%of the population went
to hospitals, 27% to private clinics, 19.7% to health posts, and only 6.S% to health centers.
This is the second lowest percentage of utilization of health centers in regions studied in Peru,
and reflects the poor state of affairs in the health centeno Clearly, women prefer either to stay
at home or go directly to a hospital, and utilization of health centers is markedly deficient.

Data from 1989 shown in Figure 22 below shows that the predominant causes of mortality in
infants and young children are infectious diseases orperinatal causes. Major causes of morbidity

•
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for the department of Lambayeque in 1990, shown in Figure 23, were infectious diseases and
trauma. Figure 24 shows the coverage of MOH health services for the department of
Lambayeque i'n 1990, indicating that coverage is very low for prenatal care (I.S visits per
pregnant woman), growth monitoring (1.2 visits per child in one year), immunizations of 1-4
year olds (10-12% ofchildren 1-4), diarrheal diseases (10% of cases attended), acute respiratory
infections (18.S% ofpossible ARI cases needing treatment), and family planning services (3.8%
of women aged 15-49). These are problems that could be readily addressed through a
strengthened network of health centers providing new primary health care and outreach.

b. Government Health Services.
The Ministry of Health is responsible for 90% of the population in Chiclayo. The Instituto
Peruano de Seguridad Social (lPSS) covers only 5% of the population in Lambayeque province.
It is estimated that the private physicians cover approximately 3%, and the military another 2%.
Therefore, the provider of health services for the vast majority of the population are Ministry
of Health facilities. There is a 235 bed hospital in Chiclayo called Las Mercedes. The hospital
is housed in ancient buildings that dates back to Colonial times. However the buildings have
been well maintained and are clean, and the staff appeared highly motivated to care for the
patients. The hospital has the four major specialties of medicine, surgery, obstetrics/gynecology
and pediatrics. In addition it has a number of sub-specialties, including cardiology, orthopedics,
urology, neurology, and a few others. The hospital did have an active oral rehydration unit, and
only the children who needed intravenous hydration were admitted. A number of other children
were there for acute respiratory infections including bronchitis and pneumonia were treated fairly
aggressively with oxygen and intravenous antibiotics. Pathology is consistent with the major
causes of mortality and morbidity we discussed below.

The majority of the population is served by a network of health centers which are scattered
around Chiclayo at various points, usually focused on major population centers. Each he3.lth '"
center serves a varying amount of population ranging from 10,000 in the smaller ones up to
80,000 in some of the larger ones. Visits to these health centers show that they were virtually
non-functional. Although a health center may serve as many as 80,000 people, at the time we
visited they were seeing less than ten patients a day for ambulatory consultations, plus another
ien to fifteen child visits per day.



FIGURE 21

HEALTH mDlCAIORS, DEPARTMENT OF LAMBAYEQUE, 1989 1

•

Chiclayo <213.000) Leonardo Ortiz <119.000) La Victoria (84,000) tambayeque (43,000)

General Mortal!ty
(Deaths/10OO pop.)
Infant Mortality
(Infant Deaths/lOCO liTe births)
Birth Rate
(Bir~/lOOO pop.)
Pre&n&ney Rate
(Ko. of pregnancies/1000
voen 15-49)
Platemal PIortality
(50. of deaths of prqrumt
YOIIeDIlO,OOO liTe births)
Maternal Morbidity
(Coaplieaticn of pr~C71
10~OCO vometl age 15-49) .

6.6

29.4

35.9

140.7

16.4

62.2

2.4

27.6

15.0

58.5.

12.2

1.0

17.3

10.4

40.6

20.0

5.1

18.1

38.4

150.5

12.2

37.2

~

Takm froa MOB data on r~&istered births and deaths. There appears to be sisnlflcant un4errellatration of both
especially in Leonardo Ortiz and La Victoria, which are low income areas. Infant mortality in the 1981 census vas
E7 •6 for Lambayeque Department. .~ $'



FIGURE 22

Causes of Delth - 1939

Chiclayo

Generll

1. Circulatory Disolsos

2. Tumors

- 1 yoor

Perinatal CaUBOS (b)

Immaturity

1 - 4 yoors

Rospiratory (c)

Diarrhea (d)

3. GastroentoritislDigestive (a) Diarrhea Malnutrition

Respiratory Diseases {c)

Trauma

Res~iratory (c)

Congenital anomalies

Trauma

Metabolic Di8eases (e)

a. This combines diarrheal disease with a code for digestive tract diseases.

b. Presumably includes neonatal tetan~3, since no other code exists for this.

co Pneumonia is the major cause of death in this category.

d. There is no separate code for digestive tract diseases in this age gr~up.

e. There is no clear definition of what belongs in this group, and probably
represents failure to thrive. This could be secondary to any of the previous
causes of death. or other undetermined factors.
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FIGURE 23

nORBIDITY, LAMBAYEOUE PROVINe:E, 1990

nOSI COMMON DISEASES SEEN AI MOH FACILITIES

Diagnosis J of Total Visits

1. Respiratory Tract Infections 30.6

2. Genito-Urinary Tract Infection 11.6

3. Skin and Sub Cutaneous Diseases 10.6

4. Diarrhea and Gastroentiritis 9~1

5. Trauma 9.2

6. Digestive Tract Diseases 5.3

7. Nervous System Diseases 3.9

8. Other Infections and Parasites 3.2

9. Osteo Muscular Diseases 3.1

10. Circulatory Diseases -L.J

86.7



rIGURE 24

MOH COVERAGE OF SERVICES - 1990*

Pre-Natal Care

9,247 pregnancies attended at MOH facilities
35,000 births expected for 1990
26X of preganancies attended at MOH facilities
1.5 prenatal visits per woman (average) attended
23X of women covered by tetanus texoid.

Growth Monitoring

70% of children <1 registered in growth monitoring program
1.2 visits/child recorded in one year.'

Immunizations

orv 3
DPT 3
Meaaes
BCG

Diarrheal Disease Control

No. of cases attended (ORT)
X estimated cases attended

(average 3 cases/year/child

<1 year

80X
76X
60%
80X

<1 year

8,866
10.5X.

1 - 4 yeln

33,750
10.3%

A~ute Respiratory Infection

50,000 treatments for ARI recoraed for children 0-4 years, represents 18.5% of
possible ARI cases needing treatment. (average of 2 cases/year/child).

Family Planning Services

3.IX of women aged 15-49 received family planning services though MOH
facilities, excluding the,e expected to be pregnant•

.* Data exist only for the entire Province of Lambayeque. They are not broken
down by District.
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At the time of this analysis (July 1991), a nursing strike had been in progress within the Ministry
of Health at a national level for almost four months. The physicians interviewed universally
blamed the nursing strike for the poor conditions of the health centers and their lack of
productivity. However, most staff seemed disinterested in their work and did not put forth' much
effort to meet the 9bvious unfulfilled nr.eds of the patients. The major exception to this were
the ·Serumistas". These are doctors and nurses recently graduated from their university, who
were spending their one year of obligatory rural and peri-urban service. These people were
universally enthusiastic, and even under difficult conditions with resource constraints they were
able to be very productive. One small health center visited called Cerropon had only 71 square
meters but was seeing 15 to 20 patients a day with one SERUM doctor and one SERUM nurse',
Another health center visited with almost 400 square meters of space and places for three doctors
was seeing less than ten patients a day, In the words of the Director of Health for Subregion
2, ·The health centers have been abandoned by the government; new life needs to be breathed
into these health centers and they need to be revitalized to extend any primary health care to
people in need. "

c. Human Resources

1) Instituto Peruano de Seg~r9 Social

The IPSS is the best staffed and equipped health program in Peru. The physicians there have
a pay scale approximately 50% higher than the Ministry of Health. Nurses and other technical
staff are likewise much better paid. They also are better trained and their hospitals and health
centers tend to offer a wider variety of services. H()wever, by contrast, they cover only people
insured with IPSS, except for specified national programs such as cholera. Meetings with IPSS
personnel within Chiclayo indicated that they probably would not playa role'in the new project,
because of their restrictions of their charter of organization, but they were very supportive of
this project. During the cholera epidemic, IPSS hospitals and health centers attended most of
the insured load of patients, since as noted above, the MOH services are severely limited. All
the IPSS physicians that we talked to also, in addition, had private practices that they worked
at in the evening.

2) Ministry of Health

The MOH health centers were not well staffed at all. As described above, the nursing strike had
taken nurses and other technical personnel out of the health centers. In addition, a number of
the positions for physicians were not filled. One of the larger health centers we visited had
positions for three physicians while only one was filled. pne physician had died in the previous
month and another position was vacant. Obviously. there is a large gap between the need for
services and the human resources available through the Ministry of Health to serve them.

--
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3) Universities

There are two universities in Lambayeque that could reinforce and complement the objectives
of this project. The Universidad Nacional Pedr" Ruiz Gallo in the town of Lambayeque, which
is approximately 20 kiJometers outside of Chiclayo has training programs for both nurses and
physicians. The entire curriculum for these two carriers is oriented towards primary health care.
Their stated objective is to graduate physicians and nurses whose primary goal is to serve the
needs of the population through primary health care services delivery. The Dean of the Medical
School was very enthusiastic about this project and showed us a proposal that he and his staff
had developed to set up another health center in Lambayeque. They offered to provide faculty
and student gratis to work in the health center to provide training to the students as well as
services to the people. The proposal was well developed and the faculty members we talked to
were very sincere about their desires to participate in such a manner.

The prospect of working in this manner with tine National University is very exciting since it
would also serve other project objectives regar\ding the dissemination of information and the
application of results. Students trained in a model health center in Lambayeque will then be able
to carry that model to other areas of Peru. once they graduate and spread out. In addition,
operations research studies with faculty mem~ers and project staff would help disseminate the
results at various scientific congresses and seminars throughout Peru. In fact, the federal
university was hosting a national conference on teachers of primary health care in August in
Lambayeque. This would be an ideal forum for presentation of project program and results.

The Universidad Particular de Chiclayo is a private university in Chiclayo that has three major
health-oriented curricula - Obstetriz or midwives; nutritionists; and laboratory technician.
Interviews with both the Dean and the Head of the Midwife Training Program indicated they too
would like to have model health centers available in which to train students, and would provide
faculty at no charge. The university graduates approximately 20 people a year in each
curriculum, and freely admitted that there was not enough employment around to keep these
people fully active after graduation. It does appear a pool of trained midwives available in
Chiclayo for this project which would provide a well trained but relatively inexpensive
professional for safe delivery practices in women's health programs. The university also
indicated that there are quite a number of laboratory technicians and nutritionists who could be
availa"- . to work in the project.

4) The Private Sector

. As mentioned above, anybody who works in either IPSS .or the Ministry of Health, usually has
theil' own private clinic or works in the largest one in the area, Climca Chiclayo. These
physicians are weD organized through the Colegio Medico, and could be a potential source of
opposition to the project if it is perceived that the self-fmancing primary health organization is
competing for the same patients that they serve. Discussions with ·the President of the Colegio
Medico and with fl number of private physicians who have a history of community tervice
indicated that they too would support the objectives of this project as long as the project is
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oriented to serve those people in need that the Ministry of Health is obviously not serving at this
time. There is a large problem of unemployed physicians both in Peru and in Chiclayo. The
Colegio Medico indicated that there should be no problem recruiting well trained and motivated
physicians for the new project. Discussions with nurses in the area indicate as well that since

, 1988 there had been not enough employment posts for graduating nurses from the National
University, so that there is a large pool of unemployed nurses available for the project as well.

In summary, it appears that the human resources both in terms of the professional staff of the
doctor, midwife and nurse level, as well as the teehni(:a1 staff, is very well developed in
Lambayeque, and could be readily available at reasonable salary levels for this project.

2. South

The demographic and health situation in the areas of Puno and Arequipa are reflective of the
general demographic and health statistics of Peru (see Section n. Background and Setting). In
Peru as a whole, rates of population growth and disease prevalence are much higher for rural

. versus urban areas due to increased poverty, lack of public service systems for water and
sanitation, and lack of access to health care. This situation is extending rapidly to urban areas,
as rural inhabitants migrate in ever larger numbers to marginal urban areas, where housing,
water supply, sanitation are often sub-adequate and employment is never assured. This migrant
population is exposed to increased risk of water borne infections and respiratory diseases. In
recent years, the city of Arequipa has been a major focus of migration in the south of Peru, as
severe droughts in Puno and terrorist activities in ~he countryside have driven people out of the
mountains, swelling the population of Arequipa City by 50% between 1981 and 1990. In Puno,
too, there has been growth in the peri-urban slum population in recent years due to this
migration.

a. Puno

The region ofPuno has a total estimated population of997,400 and is approximately 70%ruraI.
The infant mortality rate in the region is estimated at 115 'per 1,000 live births, as compared to
the national figure of 81 per 1,000. Mater:nal mortality rates are alsq estimated to be much
higher than the national rate of 30 deaths per 100,000 population, although precise data are not
available. Coverage of maternal health serVices in Puno is the lowest in Peru. Although 40%
of mothers interviewed for the 1984 ENNSA survey had at least one prenatal visit in their lasl
pregnancy, less than 10% of all deliveries were attended outside of the home in Puna.
Vaccination coverage of children for DPT/polio was 16-87 percent in 1990. Data are not
available for 1991 since Puno did not participate in the national campaign days but estimates for '
1991 coverage are on the order of 2-3 percent.

Use of curative services in the Puno region is similarly as low as preventive services.
According to the ENNSA, 34" of the population reported having symptoms of illness in the two
weeks prior to the survey (similar to the national average), but only 11.3" of those sought care

"-for that iJlness, as compared to 24" on a national level and 32.8% in Lima.

(
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In Puno, poor health indicators and poor coverage of health, services are associated with the
scarcity of public health service facilities and personnel. While at the national level there are
16.6 beds per thousand population, Puno has 7.7. While nationally Peru has 4.6 physicians per
thousand population, Puno has 1.8. Dentists are present at a rate of 0.6 per thousand nationally
while Puno has 0.2. Nurses are somewhat more evenly distributed with 3.9 per thousand
nationally and 3.1 in Puno.

Health facilities in the region include 12 hospitals, 44 health centers, and 218 health posts. The
total number of hospital beds are 584 with 514 of them in the' public sector: data are not
available on occupancy rates or length of stay. The Puno health facilities do not currently
provide sufficient PHC services, health promotion and medicines to cover priority health needs.
Combined with project inputs of NOO health ·promotion, referral and follow-up services,
medicines, and training targeted to children 0-5 and women of child-bearing age should help to
close the gap in needed PHC services.

b. Arequipa

In the region of Arequipa, with 965,000 inhabitants in 1990 (peru en Numeros, 1990, Cuanto,
S.A), the population is 85 % urban. Due to the high level of urbanization, health indicators and
health service utilization patterns are at least as good as the national averages, and are distinctly
better than in predominantly rural highlands regions. Levels of access to modern sanitary
systems and safe water supplies and availability of health services are better than that found in
the Puno area.

Iilfant mortality in Arequipa is estimated at 73 per 1,000 li:ve births, lower than the nation'aI' '.
average of 81 per 1,000. Forty-four percent of infant deaths result from perinatal causes, and
another 41 percent is attributed to respiratory infections (24%) and acute diarrheal diseases
(17%). Approximately half of all child deaths in the Arequipa region betWeen one and four
years of age result from dysentery and gastroenteritis, respiratory illnesses (not including
tuberculosis), and nu~tional deficiencies•

.
According to the 1984 ENNSA survey, 17 percent of the population interviewed in the Arequipa
region reported illness symptoms in the previous twe week period, of whom 32 percent sought
care for their illness. This is above the national average of 24 percent seeking care. However,
since 1984, the region and city of Arequipa·have been the site ofa large influx of migrants from
the altiplano area, creating extensive low-income periurban slums with high levels of health
needs and low coverage of health services.

Hospital discharge data from 1989 shows that over half of all MOH hospital system discharges
in Arequipa are for obstetrics and maternity-related care. About 37 pen:ent ofadmissions were
for deliveries and an additional 17 percent were for maternity-related conditions.

Health facilities in the Arequipa region include: 4 hospitals with a total of 1,164 beds, 41 health
centers with 37 beds, and 134 health posts. One bed is available for every 829 inhabitants,
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whereas the national average is much lower at one bed per 2,590 inhabitants. Due in part to the
national health program's emphasis on the delivery of primary health care services, a capital
expenditure program expanded the number of primary health facilities (centers and posts) .
throughout Peru. The 41 health centers in the Arequipa region represent a 30 percent increase
over the number existing in 1987; each health center is designed to serve an average of 23,500
inhabitants, approximately the national norm. Arequipa region health posts serve an average of
6,800 inhabitants, more than the national average of 5,000 per health post. There is a
concentration of public facilities in metropolitan Arequipa, where forty-nine percent of health
centers and 39 percent of health posts are concentrated. .

Human resources are concentrated in hospitals in the Arequipa region, with 73 percent of all
personnel in the region. The remaining 27 percent are assigned to health centers and health
posts where the bulk of primary health care is provided. Seventy-one percent of all outpatient
visits are to health centers and health posts. A typical health center is staffed with one or two
general physicians, one nurse, one or two midwives, and two to four nursing auxiliaries.
Typical health posts have only one sanitary technician, and only occasionally a nurse or mid-

. wife.

B. Institutional Analysis

1. North

Under the regionalization laws recently enacted in this country, the Health Directorate in each
department reports directly to the regional government. In this case, the Director of the
Ministry of Health in Subregion 2 including all of the extension of Lambayeque Department,
headquartered in Chiclayo, reports to the Regional government of I,mNOM in Bagua. The
President of the regional government of RENOM names the directors of health for the
subregions. Those two individuals are the ones responsible for implementing health programs
in each department. They are also the people with whom any agreement can be negotiated and
they have the legal authority to do so. Interviews with President of RENOM and the Director
of Health for Subregion 2 in Chiclayo, indicate enthusiastic support for this project and a
willingness to develop agreements that would transfer health facilities to a private non-profit
Primary Health qrganization (PHO).

The Primary health resources in the Department of Lambayeque are composed of the public
sector (MOH/RENOM and IPSS) and the organized private sector (NOO) and private doctor's
offices, pharmacies and traditional medicine providers.

a. Public Sector
r.~ .

The publicQlector is undergoing a constant transformation due to the recent transferral of
regional management responsibilities in health (and other matters) from national to regional
management units. The MOH (national level) is moving .0 standard setting, supervision and
vertical programs, supplies, and collaboration in primary health as principal activities, ~mbined

•
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with management of its hospital units. The regional health management and operation (among
other areas of activities) is increasingly being assumed by the newly established regional
gOvernment units•

. The Northern Region's regional government unit covering the departments of Lambayeque,
Amazonas and Cajamarca is called Region Nor Oriental del Marafion (RENOM), and has
different Secretariats in charge 'of several sectors ofactivity, one of which is health. In turn, the
geographic coverage of the RENOM is subdivided into several regional units, of which Region
U is in charge of the Department of Lambayeque and a few recently attached areas. The health' .
Sub";Directorate of Region n is in charge of the PHC direct activities management and overall
health supervision of the health activities (public and private) in three Unidades Territoriales
(UTEs): Chiclayo, Lambayeque and Ferraftafe.

Sub-Region n has the following 72 health facilities:
o 2 hospitals: one in Chiclayo (Las Mercedes with 239 beds) and one in Lambayeque (with

73 beds). Both were seriously understaffed due to strikes in 1990 and 1991.
o 40 health centers in the department of Lambayeque.
o 30 sanitary posts - 25 in the department of Lambayeque and 5 in the department of

Cajamarca.

The Instituto Peruano de Seguridad ·Social (lPSS), a public health system parallel to that of the
MOH/RENOM, is increasingly devoted to the provision of specialized hospital services to its
affiliates and marginally serves walk-in traffic of non-affiliated people. Coverage in the large
district of Leonardo Ortiz in the city of Chiclayo indicated that lout of7 people are afflliated
to the IPSS and lout of 4 affiliated get served annually, totalling a coverage of 3.5% of the
total population. Cooperation between IPSS and MOH exists especially for epidemics, like
cholera.

b. Private Sector

The principal 5 NOOs providing some health services are:

o dedicated to family planning: INNPARES and Instituto Marcelino
o oriented to rural activities, largely in water, sanitation and agriculture: Solidaridad and

CICAP.
o dedicated to rural income and employment generation, food distribution and community

health: ADRA-OFASA.

There are some private sector hospitals belonging to agricultural cooperatives, such as the one
from Cooperativa Agricola Tuman, with 120 beds.

Also, there is the private for profit sector with doctor's offices, clinics and pharmacies.
Traditional medicine and pilrttrtlS empfrlCllS are very well accepted in peri-urban and rural
communities.

\1J
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c. MAxSALUD/PHO relationship to the MOH and RENOM

The PHO will maintain the following relationships with regional government:
o receive and manage the health centers ceded to the PHO by the MOH/RENOM-Region

D (nine centers) in the Department of Lambayeque (8 in Chiclayo and 1 in Lambayeque
cities). This includes obtaining collaboration (in funds andlor in-kind) for renovation of
these centers.

o build and manage 2 health centers on land ceded by the MOH/RENOM-Region II, and
obtain collaboration from RENOM for their construction where possible (in funds andlor
in-kind).

o continuously report (monthly and yearly) to the Region D Sub-Directorate of Health on
all preventive and curative activities the PHO carries out in its network, in the form and
content required by the MIS of Region U. These reports will also satisfy the MOB
national and regional reporting requirements, as interpreted by the Region II health
office.

o maintain an active collaborative relationship with Region II Health Sub-Directorate, for
all preventive health activities including yacciriation campaigns and the like.

o obtain from Region II, the UTES and the UDES of the MOH the necessary supplies and
medicines to maintain on-going vaccination activities at the PHO health center network,
as part of its day-to-day preventive health activities. This included tetanus toxoid, TB
treatments, ORS, well-child; and so forth.

o share with Region II personnel knowledge and technology acquired in better quality of
PHC provision, including inviting their personnel to conferences, sharing printed material
and so forth.

2. South

a. CARE

1) Care International

CARE was founded in 1945 as the Cooperative for American Remittances to Europe, with the
objective of sending food packages to Europeans suffering the aftermath of World War U. Over
the course of the last 45 years CARE has provided technical assistance and resources in primary
health and food, community development, agriculture and natural resources, smaIl enterprise
development and emergency relief programs to more than 100 countries in Africa, Asia and
Latin America. CARE International came into existence i~ the late 1970's with the purpose of
expanding support and providing greater resources to development efforts throughout the world.
CARE International is comprised of 11 member countries: CARE-Great Britain, CARE-France,
CARE-Italy,CARE-Denmark,CARE-Austria, CARE-Gennany,CARE-lapan, CARE-Austra1ia,
CARE-USA, CARE-Norway, and CARE-Canada. The mission ofCARE International is to tap
financial and technical resources available in each of the member countries. In addition, CARE
USA provides on-going technical assistance and admiaistrative back-stopping, u needed.
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2) 'CARE-Peru

CARE began its operations in Peru immediately after the 1970 earthquake in the department of
Ancash with disaster refef activities. Over the past 20 years CARE has worked in rural

. communities in the departments of Puno, Qosco, Ayacucho, Lima, Ancash, La Libertad,
Cajamarca and Piura, and in marginal-urban communities in Puno, Lima, Callao, Chim'1iote,
Cajamarca, Trujillo, Piura ~d Tumbes. Additionally, CARE is involved in reforestation
activities in Junin, Apurimac and Huancavelica. Currently, CARE has six coordinating zonal
offices located in the peri-urban areas of Lima, Piura and Qosco, and five regional offices in
Puno, Cajamarca, Huaraz, Trujillo and Iquitos. CARE is contemplating increasing activities and
presence beyond the scope of SHIP over the next year in Qosco, Chiclayo and Piura.

CARE focuses its efforts on four sectors in Peru: 1) Primary Health Care, including potable
water systems, nutrition education and training, and food distribution; 2) Small Economic
Activity Development, with activities in financial planning and management, technical training,
credit to small business owners, and a variety of income generating projects with women and

. youth; 3) Agriculture and Natural Resources, where emphasis is placed on promoting
environmental protection and sustainable agricultural practices; and 4) Emergency Assistance.
This year, it is anticipated that 600,000 men, women and children will benefit directly from
CARE-Peru's activities in Lima and five major Peruvian cities, as well as in the rural areas of
len ~epartments throughout the country.

CARE is able to provide a significant amount of technical assistance as needed to different types
ofdevelopment projects through national and ex-patriate staff in Peru, as well as through CARE
USA technical expertise based in New York and throughout the Latin America region.

3) CARE-Peru, Puno Office

CARE-Peru has an office in the city of Puno, which is the organization's largest regional
operation, with a staff of 66 t~hnical and administrative personnel. Eleven of the S4 technical
positions are in health and nutrition, with the majority of the remaining positions devoted to
agricultural activities.

The Puno office of CARE-Peru currently manages eight projects in both rural and urban areas:
PRODIA (community kitchens), WAWA WASI (a child nutrition project which includes feeding,
growth monitoring and training activities), Integrated Agricultural Development, ARCA (an
agro-forestry and soil conservation project), Hand Pumps and Greenhouses, Women's Income-

. generating project, WARU WARU (agricultural development in high altitudes), and COPEME
(a consortium for NGOs involved in small business development).

Given CARE's extensive and very active involvement in Puno, the organization has on-going
Jdations and agreements with the Regional Government of Puno, regional offices of the
Ministries ofHealth and Education, ONAA (National Office for Food Support), DGFF (National
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Flora and Fauna 'Directorate), local and international, NOD's, and community-based women's
groups.

b. NOO Programs in Puno

There are eight major NOOs providing health-related activities in the sub-region of Puno. These
include CARE, CARITAS, M$F, PLAFAMI, World Vision, ADRA\OFASA, UNCA, and the
Colegio de Enfermeria. NOD programs include health/nutrition education and promotion; child
and community feeding programs; child survival promotion; and provision of medications and
water and sanitation activities. There are also a number of small NOOs which provide
community-level organization and support on a small scale.

Medicos sin Fronteras (MSF) has provided medical care for several small areas to the north of
the city of Puno, while PLAFAMI manages one Family Planning clinic in this same area. The
other NODs are considered to have the necessary base on which to build PHC services. NOOs
currently do not provide clinical services.

Some of the current NOO health' services consist of child feedill1g and health promotion
programs, including the work of women in mothers clubs and community kitchens. NOOs do
not have a referral system to the MOH health posts and centers. Effective referral services
could help assure that children 0-6 receive PHC services (e.g. immunizations, treatment for ARI
and diarrhea), including the treatment Qf women with prenatal and pJstnatal needs, and family
planning needs. The NOOs generally do not provide follow-up assistance for women and
children. Follow-up is necessary to ensure that treatment regimes are implemented and
medications are taken when they return from health facilities.

CARE, CARITAS and others provide feeding centers for children 3-6 years ofage which usually
include a balanced mid-day meal and nutrition education for parents. The activities of these
centers are coordinated to some extent with the work of nearby MDH health centers for
vaccinations and growth monitoring..

Reported coverage of NOO health-related p~grams varies; in Puno it ls estimated to be about
10% of children 0 to 6 years of age and approximately 20% of women in mothers clubs (for
training activities). Services are provided on a sporadic basis to the communities, with some
communities covered by Nutrition Centers and CS promotion, while others receive assistance
in water supply and sanitation services. Following are d~riptions of the NOO's most likely to
receive assistance through SHIP sub-grants:

Medicos Sin Fronteras (MSF) - This French organization provides medical care for several
small areas to the north of the city of Puno, providing direct clinical services working through
MOH health facilities. MSF provides medicines on a limited basis through subsidizing
community boriquines. For MSF and a few other NOOs providing medicines, the commodities
are not purchased in bulk nor are there available lists. of basic drugs. This method does not
allow for significant cost recovery given the income levels of participants.

I
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PLAFAMI - This pva manages a successful clinic in the northern part of the city of Puno
which is funded under the USAID/Peru pva Family Planning Project for provision of family
planning services. The project covers 30% of a target population of 7,600 women of fertile age.
Approximately 20 women are attended each day at the clinic, paying between 5/0.05 and 0.50

. for each service. Staff includes one physician, one nurse, one midwife, one auxiliary nurse, an
administrator and an accountant. PLAFAMI coordinates activities with the MOH, and has
collaborated with other public. and private institutions. Operational plans for PLAFAMI are
done in Puno, but monitoring and evaluation of their activities are conducted by personnel from
Lima.

CARE/Peru - Activities of the CARE office in Puno include programs for supplementary
feeding, basic sanitation, and heaJUl preventionl promotion. Approximately 625 community
kitchens serve as feeding centers for children 0 to 6 years of age which provide a balanced mid
day meal and nutrition education for parents. The activities of these centers are coordinated to
some extent with the work of nearby MOH health centers for vaccinations and growth
monitoring. CARE's 100 nutrition centers cover 3,130 children 0 to 6 years old under the

. WAWA WASI program. CARE's comedores program covers 300 wmmunities -- with
approximately 30 mother's club members each providing assistan\;~· to ten communities
(pRODIA program). The training, management and monitoring function of personnel under
CARE supplementary feeding programs is strong. CARE has a relatively new Child
Stimulation/Survival program for children 0 to 3 years of age, which l:·.se community volunteer
health animators to visit households and provide health education and child stimulation. The CS
program covers approximately 3,000 children ages 0 to 3 years. In addition to USAID, CARE
in Puno receives financial support from Britain, Germany, and CARE/lnter.national.

t,ARITAS - Similar to CARE, CARITAS sponsors feeding centers for children 3 to 6 years of
age which are also coordinated to some extent with the work of the ~OH in regards to
immunizations and growth monitoring. For example, CARITAS mother.s' club activities include
child weighing. CARITAS states coverage of more than 900 fiiJtritLUIl ;:~~te!i:. in 25 parishes.
CARITAS has recently started a Child Survival program covering 1,667 chll~ren under age three
years. Their Food for Work programs, designed to cover 48 communities, include health
promotion activities. CARITAS also has several small posts in parishes, and does some work
to develop and support small pharmacies ~d community bot;qu;nes.

For both CARE and· CARITAS, some of the CS programs are connected to the Nutrition
Centers. They have also begun to connect the feeding centers to other programs, for example,
providing water and sanitation inputs to the centers for' a more integrated pacbge of services.

. CARB plans to support the construction of wells that wilt' benefit 4,200 families in the Puno
area, including the provision of tools, spare parts, and training in maintenance for the wells.

Unjon Campesjna Aymara WNCAl • This organization is a federation of 250 campesino
communities in the southern half of the Puno region. UNCA has organized 200 women's clubs
in Aymara-speaking communities of approximately 200 families each. Primary objectives of
these clubs are promotion ofproduction and provision ofsocial services. UNCA has established .
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community bOI/qulnts with UNICEF-provided iron arid vitamins, as well 6!S medicines provided
by Caritas. At the prescnt, UNCA is unable to provide clinical services with available
resources. However, they have a written proposal to establish a primary health care system that
would provide basic preventive and curative services to the maternal and child population within
their purview, and are clearly interested in the implementation arrangements of MAXSERV.

De NursiDe Council (Colegio de Enfermeria) - This is a professional organization for nurses
which has provided assistance to NODs with baseline data collection for program development.
The Council is a non-profit association with members skilled in program design, administration,
training and evaluation for small PHC projects. However, the physical pla.nt and equipment of
the Council are limited.

c. NOD Programs in Arequipa

Population coverage by NOOs, with a mix of health promotion and health related activities such
as water and sanitation, is est,mated to be 70,000 people: 28 percent of children under age five,
and 3S percent of women in the 15-45 age group. Health information systems are not sufficient
to report on the actual numbers, or the types and quality of services. NGDs work mainly in
marginal peri-urban areas surrounding the city of Arequipa. NGD activities in rural areas are
smaller and less coordinated than those in the urban area. UNICEF has developed an NOD
activities/services map which is a first step to reallocation of NGD programs for more
coordinated coverage. Management and administration systems of the NGDs are generally good.
NGOs recognize that growth and increased complexity of programs will require strengthening
Qf their administrative systems. The Arequipa regional government's Secretariat of Social
Affairs is in the first phase ofestablishing a Regional Health Council as an umbrella organization
for private and public sector cooperation in multisectoral efforts (production, environmental
improvements, sanitation, health service delivery and ~ial services) for improved health.
Following are descriptions of selected NGOs which could receive sub-grants under the SHIP:

Servicios Medicos Asociados - This is a private assoc~tion founded in 1988 by 20 independent
physicians who have plans to build and operate a private (for profit) health services facility
which will provide low cost health services. The clinic will function by means of payment for
services with a progressive fee structure in additi~n·to reimbursement from private insurance
companies. It is hoped that internationally-funded clinical research projects will complement
financing of the facility. Each association -member has made an initial cash investment to buy.
land, contract an architect, and do a feasibility study, but the project is stalled due to the
economic crisis. Association members hope to use the facility to provide preventive-promotional
services to low-income families in urban and rural areas of Arequipa with the assistance of
newly-graduated physicians. Most of the 20 members are currently employed by the Ministry
of Health and are faculty at the National University of San Agustin in Arequipa.

HaIth Center -Jean fRcbet- - Located in Bellaparnpa to the immediate southwest ofA~uipa,
this privately-owned health center is financed by the Franco-Peruvian Association which has its
headquaners in Grenoble, France, and an office in Arequipa city.
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The health center is a new facility serving a population of about 2000 which began providing
services on a part-time basis in July of 1990 and on a full-time basis in Jan. of 1991. While the
French provide financing for monthly salaries, equipment and medicines, operational costs are

. covered by f~-for-services (11m .15 per consult). Use of preventive services are stimulated by
providing free-of-charge all well-baby, well-child, and prenatal care visits. Approximately 17-18
patients are attended per day. by a staff which includes one physician, three nurses, one
professional midwife, one pharmacist, and one cleaning person, in addition to the director,
Dr. Hugo Torres Carrion. The dir'=Ctor is an cxtremely dynamic person who has a wealth of
experience in the public sector. For a number of years he was assistant director of the Health .
Region of Arequipa. He is also a faculty member of the San Agustin School of Medicine, and
gives classes to medical students in the small auditorium of the "Jean Frechet" Health Cen~r.

INPPARES - This is the only NOD which actively offers family planning services in Arequipa.
Other services offered include general gynecological services, prenatal care, general medicine
services, and recently pediatric services. They are dependent on Lima for salaries, equipment,

. and materials, but are now self-sufficient for all other operational costs through fee-for-service,
which runs about 11m 1.5 for a copper-T insertion or a PAP test. The central clinic, established
in 1980, is staffed by two physicians, one nurse, and three auxiliary nurses. As community
extension, two additional INPPARES physicians staff 20 health posts in marginal urban areas,
each post attending patients one day every two wee~. Eighty-two promoters and eight
supervisors conduct community-based distribution and referral. Patient volume is 20 patients
per day per physician~ which more than covers the 17,000 women of fertile age at reproductive
risk programmed for services this year. The Arequipa office has collaborated with the UDES
on developing norms and procedures for family planning, and has provided training for MOH
personnel on IE&C in family planning, family planning skills for professional midwives, and
AIDS. 1'~ley also maintain a reference library which is open to the public. INPPARES has also
provided '.echnical assistance to local NGO's such as CEDER (Centro de Estudio para el
Desarrono Regional), OFASA, and the National University of San Agustin. INPPARES
Director, Ora. Eliana Medina de Cervantes is a dynamic leader who last year attended a USAID
sponsored course in Stra(egic Management for NOOs at the SIT in Vermont.

Ha]th Post· San Jose de Iiabaya - ntis pIjvate sector health post appears to be extremely well
organized and effective in the community it serves. There are 10,000 patient medical records
on file. The post is financed and operated by the parish church, and received 90% of its funding
flom the Arequipa Catholic Archdiocese which allows the post to provides a wide range of
services and distribute medicine at virtually no cost to patients. A very dynamic local priest,
Padre Carlos Echaverry Oscar, is di~tor of the health post,.assisted by a religious sister who
is a nurse, trained in Spain, who works full time at the post. Other staff is contracted on a part
time basis, including two physicians, one dentist, one auxiliary ntlne. and medical students from
the National University of San Agustin in Arequipa. Their range of preventive-promotional
services is impressive. The Padre has organized three community kitchens serving
approximately 1000 adults per day charging only Um .04 per meal, and a child feeding center
that feMS 400 children per day at Um .01 per meal. A day care center takes care of 120
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children under age six per day at a cost to mothers of 11m .12· per week. Trimestral programs
are developed to detect and treat malnourished children and to detect tuberculosis. Sister Maria
Luisa supervises 32 health promoters (male and female teams) to make home visits. Each month
at the time of distributing CARITAS-donated foods, mothers are given an educational talk on
topics such as cholera, home hygiene, ARI, DDC, pregnancy, malnutrition, and tetanus. A
health center of the Ministry of Health (Centro de Salud de Tiabaya) is located only 2-3
kilometers from. this post, but there is no real collaboration between the two with the exception
of participation in immunization campaigns. People too poor to pay the Ministry of Health fee
for-service came to her health post for free care. Approximately 30 patients per day are attended
at the facility. Dental services are provided three times per week. .

centro MuJtjdiscipJinario fk..Proyeccion SQk;al CCEMPOS) - The private university,
Universidad Catolica de Santa Maria, has established this administratively independent
organization with the multiple purpose of providing service to the community, providing a field
site for practicalleaming experiences in community health for students in the schools of nursing,
midwifery, dentistry, pharmacy, law, accounting, and economics. CEMPOS works mainly in
marginal urban areas of the northern cone of Arequipa (Ciudad de Dios) and in Hunter. Faculty
and students provide clinic:d services in these areas using, in most cases, the physical faciJities
of the Ministry of Health and IPSS (health PQsts and health centers).

Working in Ministry facilities alongside Ministry personnel has some limitations vis a vis
crowding and competition for who gets to attend the patient. The University owns one health
center used exclusively as a teaching site which is not affiliated with the Ministry of Health.
In this facility, CEMPOS is most able to carry out services in a multi-dis9iplinary manner. They
would like to expand the number of clinical field sites, but have no financing to build more of
their own. Current program costs are covered by funding from the University (from tuition
fees), and a small amount of recuperated funds from charging patients a fee-for-service
equivalent to that charged by Ministry of Health facilities. They would like to expand health
activities to include promotion of family and community gardens, animal husbandry, and artisan
activities for income generation.

Personnel involved in- CEMPOS include a director and six faculty members, each of whom
supervises an average of nine students. CEMPOS claims to have very good relations with the
Ministry of Health (UDES) since they are helping to expand service coverage in underserved
areas, and hope to link in the future with the Regional Secretariat of Social Affairs. The
Catholic University School of Midwifery has collaborated with the Ministry of Health by, for
example, providing several courses to Ministry of Health professional personnel in family
planning, pregnancy, and neonatology.

AMAUTA - This NGO works in mainly urban communities in the areas of health, income
generation training for women, and legal assistance to mining workers. They have been working
in health activities for four years, with principal sources of funding from Sweden, Holland,
Fnmce, Germany,. and Canada. Major activities in health involve training of community
motivaiors for preventive and promotional activities, and a curative health component in their
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maternal-child health program, which is financed by the saJ~ of medicines. They have five
physicians who provid~ services, plus 78 mobilizers and 8 promoters who have been trained by
AMAUTA. AMAUTA is now signing an agreement with the Ministry of Health (UDES) with
which it enjoys good relations. Their activities complement MaR vaccination and MCH
promotion, water and sanitation activities. AMAUTA also helps fund MOB/NGO joint
conferences and meetings for technical and coordinating purposes. The organization also
collaborates with UNICEF, ASDE (Accion Social y Desarrollo), local municipalities,
universities, and the Ministry of Industry.

CentrD de EstudjQS CristianQs y Capacitacion PQpular (CECYCAP)- This is a relatively 'small
organization' whieh has a feeding program, prQvides training and supervision for 18 health
promoters, and prQvides some curative services with a staffofone physician, one nurse, and Qne
social wQrker. PQpulation coverage {or their health prQgram is 2700 persons. Their community
kitchen serves 90 person!.. Some funding is received from Holland and Belgium, and services
are provided free of charge. The communities in which they work has some overlap with the
activities of AMAUTA. This organization was a member of the AID/Peru-sponsored Puentes
de Salud project from 1986-88.

AVPA - This NGO is a large cQmmunity development organization working in approximate 360
urban slum areas and CQvers some 200,000 people. Programs include work with adolescent
development and small business, urban sanitation, water protectiQn and housing. AUPA is
capable of leveraging funds for their urban projects, and have plans for expansion into rural
areas.

C. Economic Analysis

1. Objectives and Methods fQr the Economic An3;lysis of SHIP

The objectives fQr this economic analysis are tQ:
• Identify and describe the costs and benefits of the design of the Strengthening Health

{nstitutiQns PrQject (SHIP)
• Analyze the cost-effectiveness of the project's components
• Estimate SHIP's recurrent costs and impact on the Government of Peru's (GOP) health

budget
• Analyze whether the proposed costs of the health services provided are affordable by the

target population

Cost-benefit analysis (CBA) is only partially applicable to social sector projects, such as SHIP.
Many project benefits, such as morbidity and monality averted, cannot be quantified In monetary
terms. Thus, one cannQt compare the cOmplete monetary value of benefits to costs to determine
whether the project earns more than it costs, nor can one calculate an internal rate of mum.
The decision whether to pursue the project on CBA grounds therefore must be done on a
subjective appreciation of the value of benefits relative to costs. Hence, this analysis will
identify and describe the benefits of the project.



11

hrdItll'tlptr/IJ' SI/IP
5174J319· Pall 127

Cost-effectiveness analysis (CEA), on the other hand, is applicable to social sector projects.
CEA allows the comparison ofvarious methods of achieving given objectives to determine which
method does so at the lowest cost. This an~jysis uses CEA to analyze the overall design of the
project, its components, and the primary health care (PHC) services it will offer.

This analysis examines the affordability and sustainability of the project from three perspectives.
The first perspective is to estimate the impact of the project on the budget of the Ministry of
Health (MOH). Next, the analysis explores the conditions under which the self-financing
approach proposed by the project appears to be successful, including the strategy of cross
subsidization. Lastly, the analysis studies the affordability of the services provided and charged
for by thr. target populations.

The analysis concludes by summarizing its results and recommending the types of analyses that
should be performed as a part of the project to ensure that it realizes its aims. A summary is
presented in this section; the complete economic analysis may be found in Annex 5.

2. Cost-Effectiveness Analysis

a. Project versus Alternative Designs

Fivealternatives were considered before choosing the present design (SHIP). Two were rejected
on the basis of cost, one on the basis of diffuse impact, and the remaining two on the basis of
high risk of failure.

The alternatives considered were:
• Direct Operational Program Grants (OPGs) to PVOs (DOP)
• National PVO Secretariat (NPS)
• Information-Based Quality Management (lBQM)
• Support to IPSS Regionalization(SIR)
• Model Hospital and PHC System for Pueblos ]ov~es in Lima (MHPS)

DOP and NPS were found to be more costly to achieve similar outcomes to SHIP's Component
2. DOP would involve providing grants directly from AID to PVOs to develop and operate
PHC delivery systems. NPS would involve setting up a national secretariat for granting support
to PVOs for the same purpose, following the lines of the PROCOSI Project in Bolivia. Based'
on rough estimates of relative rests, the mechanism chosen was found to be less costly. SHIP
will employ CARE to manage the overall project, including the studies component and the
awarding of sub-grants to PVOs in the South. An RFP will be issued for a contract to conduct
the Component 1 activities in the North. CARE is experienced at project management and at
awarding sub-grants and would have no learning curve to climb concerning this aspect of the
project, as would either direct USAID management or a newly-ereated secretariat.

The IBQM design. was based on the positive experience with the CYMOS project in Peru.
However, the management improvements expected to result from such a design only would have



~tl ""'"lor SIIIP
$21-0319. 1'tJ" I"

indirect impact on the project goal of improving health status of the Peruvian population, as
compared to the SHIP design. SHIP directly supports implementation of new and improved
service delivery. In addition, IBQM would have required working directly with the MOH. This
is not permitted at present because of USG debt-related sanctions. It would have been
problematic to work with the MOH in any case, given its current chaotic state.

The SIR and MHPS designs were found to be too risky to pursue. SIR would have supported
at a regional level the resuscitation of the collapsed 1985·86 initiative to integrate IPSS and
MOH services. In this initiative the IPSS would have specialized in hospitals and the MOH
would have managed all other services. Moreover, IPSS has been significantly weakened in
recent times by strikes and large unpaid contributions (particularly by the GOP). The
regionalization policy is relatively new and the IPSS-MOH integration policy is unsettled. This
combination of factors made the SIR design too risky to pursue.

The MHPS design would have created a model hospital and PHC referral and counter-referral
system in the lower- to middle-income areas of the pueblos jovenes of Lima. The model would
have been intended to demonstrate the viability and success of such an approach. Security
problems in these areas, the high political profile such an activity would have in Lima, and the
similarity of the approach to one being pursued by JICA (Japanese International Cooperation
Agency), made the MHPS design too risky, as well.

The SHIP design was chosen as the lowest cost of the approaches with acceptable levels of risk.
It was chosen over the IBQM because of its direct link to improving health status.

b. Component 1 (North)

Component 1 involves the creation of a private network of PHC facilities (PHO). The cost
effectiveness of this component may be examined by comparing its expected costs of delivering
services with costs of existing public and private delivery systems.' The annual operating cost
of services from the PHO is estimated to be US$12.64 per capita (see the Financial Analysis for
more details on PHO costs). The package of services offered includes preventive and promotive
services in addition to curative. This package exceeds those primary-eare services offered by
either the private or public sectors, especially in terms of preventive and promotive services.
Thus, if the cost of PHO services is equal to or lower than those of private or public providers,
PHO would be judged more cost-effective.

In 1984 the MOH spent US$200 million to cover the health services of five million people, or
US$40 per capita (Zschock, D. 1984). In 1990, MOR spending had fallen to approximately
US$lS4 million to serve about 26 percent of the population or S.7 million people (Development
Group Inc., 1991). This amounts to per capita spending of US$27. This spending covers

.
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primary, secondary, and tertiary care. However, there currently is no break-out of overall
spending that isolates spending on primary carel.

The lower per capita spending in 1990 has been achieved at a cost in terms of the quality of
health services offered, especially at the primary level and in the availability of pharmaceuticals
and medical supplies. A study conducted in Arequipa (Coburn, 1991) found that many patients
using MOH and IPSS (peruvian Social Security Institute) facilities have to buy for themselves
drugs and supplies required for their treatment. Hence, the comparison of costs of providing
services through the PHO would appear more appropriate with 1984 per capita spending. The
projected cost of PHO services is equal to 30 percent of 1984 MOH per capita spending.

In the case of the IPSS, its cost of providing primary, secondary, and tertiary services per capita
was estimated to be US$69 in 1984 (Zschock, 1984) and US$67 for the period 1984-1988
(Consultoria International de Beneficios, S.A., "La Seguridad Social en el Peru: Realidad y
Propuesta", Lima, Julio 1990). IPSS services are generally believed to be of somewhat higher
quality than MOH services. However, the study con"ducted in Arequipa (Coburn, 1991) found
consumer satisfaction lowest for IPSS services compared to MOH and private providers. Thus,
the same cost effectiveness conclusion may be drawn for PHO versus IPSS as for MOH.

In 1984 the expenditure per capita of private insurance for health services was estimated to be
US$SO (Zschock, 1984). No more-recent estimates of the cost of private. services are available.
Private insurance allows the insured to use private-sector providers of both hospital and primary
services. Once again, these providers rarely provide preventive and promotive services. Hence,
~HO appears to compare well against private costs. '

One additional question that may be a:;ked about the cost-effectiveness of the PHD model is why
the private sector does not already provide a similar package of services at a similar price. The
answer would seem to be that the package, inclu,jing its cross-subsidies to ensure financial
sustainability, is not well understood by the private sector. A possible outcome of the PHO
model may be imitation by the private sector. This would be a positive outcome from the
project, .indicating contribution to the sub-goal of contributing to the dialogue in Peru regarding
options for health care financing.

On this basis, PHO provision of a high-quality complete PHC package for US$12.64 per capita
would appear to compare favorably with all alternatives.

IA team from the Health and Nutrition sustainability Project
was workinq on this kind of break-out simUltaneously with the SHIP
Project Paper team.
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c. Component 2 (South)

Component 2 involves development and testing of PHC provision and promotion through grants
to PVOs, local institutions, and community groups in the regions of Arequipa and Puno. PVOs

. will be employed to deliver and promote PHC with the expectation that they will do so more
effectively and efficiently than public-sector providers. The demonstration that this is so could
pave the way for greater public-private sector collaboration and improved public-sector
performance in the project areas and nationwide. Thus an important aspect of the testing part
of this component is the examination of the cost-effectiveness oCthe various approaches. The
implementation ofComponent 2, through an overall grant to CARE, from which suh-grants will"
be made, is considered to be a low-cost method (as discussed above in the analysis of the overall
design).

The suu-grantees' activities will improve access to PHC services and their utilization. The
criter?;1, for a\ll,'ard of sub-grants include plans for sustainability and low-cost operation. Once
ewar(!:;: of ~n~~-'~_gmnts have bt-.en made, the approaches used will be monitored and evaluated to
dete~ _:'~n~ the:!r ~ffecti.veness, costs, and sustainability. These kinds of data are essential to
ensure l.it~r_ ~~'J~nl is lemning from this Ctlmponent. Cost and effectiveness data will be combined
to \:'!1\'i'~ ,~..:.~ ,,',', fl r.laches. Sustainability data will be used to examine to what degree long-term
fin:ljr'>~l ,or ~~tt il9proaches is assured. Technical assistance will be made available to assist
the &r~:::~~: :~ It .ding iow-cost ways to provide services and to recover costs and secure other
sourc~~ ::r :':.:'~{"'It' to sustain activities, including support from regional governments. CARE
has ~~:J'I'i:c;j~r ~;r.J11: and experience in the Jatter. Component 3 will assist in the sharing of
:~~~son~, ~1~(1~~._, :.l.filong overall ~roject activities. This will assist the grantees in being able to
~ppJy k·W·Cf;~L~ sustainable approaches.

The method of implementation of Component 2, a grant to CARE, is a low-cost mode. The
activities of the sub-grantees are intended to be cost-effective and sustainable and will be
monitored and evaluated to measure and learn from their experience, in these regards. This
appears 1.0 be a cost-~ffective approach.

C. Component 3 (Studies)

This component is to conduct the studies of the effectiveness, costs, and sustainability of the
initiatives taken in Components 1 and 2 and disseminate the results. Therefore, it is critical to
the cost-effectiveness of the project as a whole. The impact of the project will be multiplied by
the use of lessons learned from its initiatives to inform other entities supported by the project,
the public and private sectors within the project areas, and policy makers and providers ofhealth
services on a national scale. Operations research studies are planned to examine the
effectiveness of the various approaches to deliver, promote, manage, and finance PHC services.
Component 3 will generate and disseminate information from baseline and follow-up data
collection efforts and regularly-generated monitoring data, as well.
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d. Component 4 (project Monitoring)

The monitoring of the project will be handled by two personal services contractors (PSCs) based
in Lima. One PSC will be responsible for each of the components. This is considered to be
the lowest cost method for monitoring a project of this type.

3. Recurrent Costs and Budgetary Impact

a. Impact on MOR Budget

This section examines the impact of project activities on the Ministry of Health budget to
estimate to what extent SHIP will contribute to relief of the GOP fiscal problem. It concludes
that there will be significant theoretical savings to the MOH in both operating and capital
spending. The savings are considered theoretical because the MOH's spending in the project
areas has been limited. Thus, the MOH spending actually replaced will be less than the
spending by the project or by project beneficiaries through payment of user fees. The actual
savings for the MOH that result will provide the opportunitJ for reallocations to improve the
effectiveness and coverage of MOH services. The source of detailed cost information used in
this section is the Financial Analysis of thi.s Project Paper.

Investment and Operational Budget Savings

The MOH's budget has been shrinking in real terms during Peru's period of economic crisis.
~onetheless its share of the total government budget has been rising, demonstrating some
commitment by the GOP to health. The 1990 total MOH budget of USSIS4 million was only
77 percent of the real value of the 1984 health budget. On a per capita ·basis, the real MOH
budget in 1990 had fallen to about 68 percent of its 1984 l~veI. The shrinking budget has been
accommodated by the MOH by cutting non-personnel spending. This has hampered the
effectiveness and efficiency of health personnel because they lack drugs and supplies, while
equipment and facilities are ill-maintained.

Hence, the provision ·of services by the PHO in Chiclayo-Lambayeque and the sub-grantees in
Arequipa and Puno will relieve some pressure on the MOH budget. PHO will operate nine
MOH facilities, directly reducing the necessity for MOH support of operating costs. Given the
low current availability of drugs and supplies in the facilities, the actual savings to the MOH
may be less than the costs of PHO, but PHO costs represent the costs of pr4viding a complete
package of primary health care services. Also, PHO is expected to receive supplies of vaccines
and contraceptives from the MOH. Thus, the estimated operating costs ofPHO only are a rough
upper estimate of MOH recurrent savings.

The operating expenditures by PHO (Component 1) over the life of the project are expected to
be USS6.3 million. By year S, they will amount to USS2.34 million annually. Over the life of
the project PHO is estimated to provide 462,000pe"iSOII years ofcoverage for PHC services, and
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to continue to cover the PBC needs of 165,000 people each year, beginning with year 5 of the
project.

Under Component 2, approximately USS2.3 million will be spent by the PVO grantees on
primary service delivery over the life of the project (US$450,000 on pharmaceuticals,
US$236,000 on short-term training, and approximately 70 percent of the sub-grant funds, or
US$I,575,(00). Given the weak, but existing MOH coverage in the areas of Component 2 (II
percent in Puno and 32 percent in Arequipa) and the experimental nature of the programs to be
punued by the sub-grantees, it is reasonable to assume that population coverage attained will
be less than by PHO. Therefore, if the sub-grantees reach 50 percent of the population not
covered by the MOB,· they would cover about 22,000 people in Puno and 68,000 in Arequipa
by the end of the project.

Thus, MOB budgetary savings may be evaluated against MOB national operating and capital
expenditures. The MOB will have theoretical savings of the cost of providing primary care
services:

• During the project to an average of 92,400 people per year in Chiclayo-Lambayeque at
a cost of US$12.64 per capita (pHO cost per person served) or US$1.17 million per year
plus an average of $315,000 per year in service delivery in Puno and Arequipa. This
amounts to 1.0 percent of the 1990 MOH budget.

• Following the project to 165,000 people in Chiclayo-Lambayeque, 22,000 in Puno, and
68,000 in Arequipa per year or a savings of USS3.2 million per .year (using PHO cost).
This amounts to 2.1 percent of the 1990 MOH budget.

Reallocation Possibilities

The possibilities for reallocation of MOH spending to improve efficiency and coverage (equity
of access) as a result of SHIP activities are great. The saved operating expenditures may be
used to purchase drugs and supplies to make existing facilities and staff more effective. The
saved capital expenditures may be used for renovation or replacement ofbroken down equipment
for existing facilities or for construction of new facilities to provide access to currently un-served
populations.

b. Self-Financing Approach

. The self-fman,cing approach taken in both Components 1 and 2 is expected to enhance the
probability of sustainability ~f project benefits through ensured financing after PACD. Self
financing is a specific aim of the PHO system to be used in Component 1 (See Financial
Analysis fot a complete explsn..ation). Plans for fmancial sustainability of activities are one of
the criteria for awarding sub-grants under Component 2. Further, technical assistance in self
financing and fund raising will be made available to sub-grantees under Component 2. The
ltudies conducted as a part of Component 3 will include examination of cost-recovery
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performance, costs of providing services, and cost-effectiveness of promotion activities. The
Component 3 dissemination activities will ensure widespread information about the lessons
learned about how to attain maximum financial self-sufficiency.

c. Cross Subsidies

An extensive set ofcross subsidies is planned for the PHO system of Component 1. These cross
subsidies are designed to:

• Ensure system-wide financial sustainability, while· permitting delivery of services to all
income groups in the population

• Promote the use of preventive services, especially by women and children
• Provide services to low-income and sparsely populated areas

This multiple cross-subsidy approach has been successful in the PROSALUD project in Santa
C'rUz, Bolivia. The fmancial feasibility analyses (see Financial Analysis section) shows that it
has a good chance of success in the Chiclayo-Lambayeque area ofComponent 1. Thus, a model

. for such cross-subsidization is expected to result from SHIP that may be replicable within the
MOH or IPSS systems or by the private sector.'

The expected fee levels come from the Financial Analysis section of this Project Papet.
Although the fees were estimated to cover the coslS and .cross subsidies of the PHO system of
Component 1, they serve as a proxy for the fees that might be charged by the sub-grantees
offering PHC services in Component 2 areas.

The household income, expenditure, and utilization of services data come from a rapid survey
of 100 households in each of the SHIP areas, Chiclayo-Lambayeque, Puno, and Arequipa. The
survey was conducted in four days, simultaneously in all three areai, by the Peruvian research
firm, Cuanto, S.A. Households were selected at random from urban and peri-urban
neighborhoods in three strata, 20 percent in higher-income areas, 40 percent in middle-income
areas, and 40 percent in lower-income areas. This distribution of incomes is expected to parallel
the income groups served by the activities supported by SHIP. Information was gathered on
general household characteristics, number of adult and child members, and income from all
sources and utilization and spending on h~th services for the month of 1uly 1991.

The prices proposed for the PHO system of SHIP would lead to lower household f pending on
primary health services than at present However, current spending on primary care that
exceeds S percent of income would seem to be difficult to sustain. Thus, it may be nece$sary
to cross subsidize much of the lower quartile of the' income distribution in Puno and
Lambayeque, even given that the prices proposed are lower than what is currently spent. The
data presented clearly indicate that people in the SIUP areas lie willing to pay for health
lJeI'Vices, panicularly drugs. It is expected that SHIP will offer better quality and more
comprehensive services than what is now available to these populations. Thus, it would appear
nuonable to expect that user-fee nwenues could support much, if not all of costs.
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Two caveats should be kept in mind: ,
• The ability to pay results depend, in part, on the accuracy of the estimated costs of the

PHO model. To the extent that they are higher than estimated, requiring higher prices
10 be charged to be sustainable, the ability to pay by the target population may be
compromised.

• Oenerally, survey respondents understate their incomes. Hence, the data presented above
may understate the abil~ty of the target populations to pay.

4. Project Benefits

As stated in the introduction to the Economic Analysis, many of the benefits from a social sector
project are not quantifiable in monetary terms. This section describes many of the benefits from
the SHIP so that subjective evaluation of their worth may be compared to the cost of the project
10 decide its merits in benefit-cost terms.

Value of Averted Morbidity and Mortallty

The ultimate aim of delivery of health services is reduction in morbidity and mortality. SHIP
will contribute to reductions in both (see logical framework for details) during the LOP and after
PACD. Health indicators in the areas where project activities will occur are not good (see
Technical Analysis section) and the package of services offered is effective. However, the value
in monetary terms of extended lives an~ avoided morbidity is not quantifiable.

Contribution to DeeentraUzation Polley

SHIP will contribute toward the development of the regional decentralization policy of the GOP.
It will do so by cooperating and collaborating with regional health authoriti~ in its three regions
of activity. The PHO will operate nine facilities ceded to it by Lambayeque regional authorities
and will be supplied with vaccines and contraceptives through the MOH. Eventually, RENOM
(Region of Nor-Oriental de Maranon) may contribute to some of. the costs of the PHO or
replicate the model in its health facilities. In Arequipa and Puno, CARE will cooperate with
regional authorities, including them on the advisory boards that will ,review proposals from
potential sub-grantees and seeking their financial support. In all three areas the regional
authorities will be able to take ownership of the SHIP activities as the Region's. Component
3 will disseminate information about the lessons learned by the project to regional and national
health authorities.

. Development and Evaluation or Prlvate-Sector Models or Service DeUvery

1be development and evaluation of the private-sector models by SHIP will contribute 10 the
knowledge of the effectiveness, costs, and sustainability of alternative approaches 10 service
delivery and promotion of PHe in Peru. The lessons learned will allow replication of strong
models and avoidance of weak ones. In particular, C9mponent 1 will test the applicability 10
Peru of the successful PROSALUD model from Bolivia. Component 2 will tap the imagination
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of the PVO community to develop alternative models and allow them to demonstrate their
capabilities to the public sector. .

Testing and Demonstration of Cross Subsidies for Preventive Services

Specifically in Component 1 SHIP will test the practical applicability of cross subsidies from
curative and laboratory services to preventive ~rvices. It is ex~ted that many of the sub
grantees in Component 2 will test similar approaches. The findings win be of use to both public
and private providers in the future. .

Development and Demonstration or FinanclaUy SellC-Sustalnlna Models

The PHO model of Component 1 is expected to be financially self-sustaining. Many of the
Component 2 sub-grantees are expected to achieve significant degrees of self-financing. To the
extent that success is achieved, the concept may be replicated.

Development of Community Participation and Support

In both Components 1 and 2 community participation and support are important elements of the
initiatives. Greater community support will help ensure use and sustainability of services.
Again, the importance of this approach will be demonstrated through SHIP.

Maintaining Links to MOB

Although SHIP is aimed at private-sector organizations, the providers and promoters involved
will maintain many links to the MOH. These links will include cooperation in immunization
campaigns and vaccine supplies, observance of health service delivery standards set by the
MOH, prov!sion of data to MOH information systems, and contribution to the MOB's
information base about alternative methods of delivering and promoting services.

S. Conclusions and Recommendations.
The choice of overall design for SHIP, its component;S, and the PHC package that will form the
basis of the services delivered appear to be cost-effective approaches. The majority of recurrent
costs of the delivery and promotion of services wiD be paid for by beneficiaries. The rest may
be covered by fund-raising activities of the PVOs or through contributions by regional
governments.

The prices proposed for the PHO system appear to be within the reach of the majority of the
population of Chiclayo-Lambayeque, but some cross subsidization will be needed to ensure
fmancial access for the lowest-income populations. The costs estimated for PHO are used as
• basis for analyzing the possibilities for self-fmancing for Puno and Arequipa. This analysis
shows that the majority of the population would be able to pay for PRC services, but that some
cross subsidization would be needed.

'. I
\~'>
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The project design is recommended as economically ·sound. ·The benefits would appear to be
lreater than costs. The approaches taken are cost-effective.

Some aspects of SHIP merit before and after evaluation to determine impact. Some aspects
. . merit on-Ioing monitoring, so that results can be used to adjust and improve performance during

the life of the project. AU of the studies performed should be included in the dissemination
activities of the project, so that they achieve maximum impact on policy and practices in the
project areas, throughout Peru, and elsewhere.

"
Two aspects that merit before and after evaluation are health impacts and utilization of services,
including the market shares held by various providers. Studies of health impacts will permit
lOme appreciation of the effectiveness of the package of PHC interventions and the models u~
to deliver and promote them. However, it is recognized that it is difficult to attribute particillar
changes in health status to project activities alone.

Utilization studies will detennine how the use of health services changes IS a result of the
project'$ interventions. It is presumed that overall use of services will rise, particularly use of
preventive and promotive services. It is also presumed that target groups, viz., women,
children, and lower-income groups will increase their use of services.
During the project the following should be monitored for all activities so that needs may be
identified and adjustments made to ensure the success and suswnability of the PHC initiatives:

• Average costs of the package and individual services
• Cross-subsidization needs
• Market size and market share
• Performance of fee forgiveness systems

Further, the types of technical assistance needed to develop and support the initiatives should
be monitored, so that the capacity of local individu~Js and institutions to provide such assistance
may be developed. .

At the end of the project, some aspects that may merit evaluation include:

• Market size and share changes
• Changes in the behavior of public and private providers in the project areas in response

to the SHIP-supported initiatives
• Average costs of the package and individual services delivered and financial sustainability

prospects
• Effectiveness of Component 3 in influencing policy on

MOH/PVO cooperation
Service delivery models
Cross-subsidization of preventive services and lower-income and other target
populations
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D. FJnaocial Analysu

The following section summarizes the SHIP Project Paper Financial Analysis. Afuller discussion
can be found in Annex 6. The budget figures utilized in the financial analysis represtnt an
earlier version prior to finalization of the contingencies and the review of the CARE proposal
for the Cooperative Agreement, and should be viewed as illustrative. The most up-to-date figures
are those employed in Section V. Financial Plan, lub-sections A-E.

The SHIP budget is composed of four components, acting in concert and individually to achieve
the project purpose: to evaluate and identify models of private primary health care services
delivery which improve access, coverage, efficiency, and sustainability of services in two areas
of Peru. The four project budget elements are:

1. A Self-financing Primary Health Care Network in the Northern Region of J?eru.
2. Expansion of Primary Health Care Services in the South of the country.
3. A component of Special Studies, Policy Dialogue and Dissemination, Audits and

Evaluations.
4. A Project management component.

All amounts in the following analyses are in US$Dollars.

1. A Self-fmancing Primary Health Network in the North

The fust component, a Self-financing PHC Network in the Nor-Oriental, de Maranon Region of
the country, will establish a network of health centers in the Department of Lambayeque,
covering by 1996 up to 55% of the population of about 300,000 inhabitants' in the 3 districts of
Leonardo Ortiz, Chiclayo and La Victoria in the city of Chiclayo, and part of the population in
the city of Lambayeque. Approximately 165,000 people in the urban and peri-urban areas of
Chiclayo and Lambayeque wiJ1 be served annually by 1996 with a 'wide "menu· of preventive
and curative primary health services, combined with 24-hour maternity and emergency services,
complemented by laboratory services, pharmaceutical sales and health promotion in the
communities of the health center cachement areas•
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Over LOP, USAID will fund US9.1 million, composed of:

* Technical assistance:
* Commodities:

- equipment
- pharmaceuticals

* Operating costs ot the
Health network
- hlllalth center.s
- Management Su~port Unit

o personnel
o administrative costs
o vehicle operation
o tacilities renovation
o social marketing

~, Short-term training
Iii Primary Health Centers

renovation/construction

2,946,000

664,000
400,000

368,.978

1,986,000
955,666
100,000
200,000
130,000
200,958

L156,750
$9,108,352

..

Iil addition, there will be audits and evaluations for this component (US205,OOO) and special
studies. Management supervision by USAID will be facilitated by using a PSC located initially
in Lima, whose total cost during the' project is USO.' million. These costs are budgeted in those
components.

One-time expenditures during LOP include technical assistance, equipment purchases, MSU
facilities renovation, social marketing for the new services and the new institution, and
renovation and construction of the health centers. These components total 55% of total project
costs for this component. The remaining 45 % are essentially recurring costs.

Physical Infrastructure
A total of II health centers will be physically planned and organized. During the fust three
years, investments ofUSSI.' million will be used to set-up two new health centers which will
generate surplus revenues for the cross-subsidies, ter),ovate the ones ceded by the MOH, and
equip them. The other 9 PHC centers will be located on land and in buildings contributed by
RENOM (currently estimated to be worth USSO.9 million). Thereafter, the health centers will
provide their own resources for the maintenance and renovation of the center's equipment and
physical plant. One of the fmt tasks of tbe projflCt will be to secure that dedication of facilities
and funds to these 11 sites in the Northern component fQf renovation and construction, and

. establish the contractual relationships, based on a legal study to be undertaken.

pnc Network Surplus Profile
The PHC services are to be provided in the context ofa strong community animation and soclaI
marketing of a h!gh-quality primary health care -franchise-. fOf the middle and low income
population of Chiclayo and Lambayeque. 1bese combined efforts are also oriented to increase

•
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the proportion of the populace using the health centets or "th~ market share" to approximately
60% in the fifth year of their respective operation. In order for the 3 surplus-generating health
centers to contribute a significant amount to the whole, they will start earliest in the project.

The lustainability of the PHC network is possible with: a well-balanced combination of surplus
and deficit generating clinics, precise staffing patterns, opening potential surplus-producing
centers first, cross-subsidie", preventive primary health services provided at zero price
complemented by government vaccine provision and commercially available Oral Rehydration
Salts, application of a global price strategy to attract and treat' children and women, prices
targeted in-between the poor--quality public services and the high-priced private services,
pharmaceutical provision at low prices.

Operating revenues for services over LOP will total U$6.1 million and not cover costs of U$6.3
million, producing a cumulative deficit of U$0.2 million during the five years of the project.
However, the PHC health center network (without MSU) in year 5 will generate operating
revenues ofU$2.0 million and surplus will be 2.9% dfrevenues. If there was no fee-forgiveness
in Year 5 (U$U$208,000), the network surplus would increase to US$266,000 and the positive
cash flow. to US$368,000 annually. In later years after LOP, the surplus is expected to grow to
about U$1I7,000, forgiving an additional U$278,000 per year (about 9% of total revenues). A
reserve fund of US$170,000 is provided during LOP to cover funding for delays in revenue
generation during the LOP. If not required, these funds will be used to strengthen and increase
services.

TheMSU
the Management Support Unit is key to the establishment and maintenance of the
"MAXSALUD PHC franchise" of PHC centers network and services. The MSU will cost
approximately US$3.8 over the LOP and US$650,000 annually as of Year S. By EOP there will
be only a partial coverage (i.e. slightly less than 10%) of the MSU operating costs from
operating revenues. The mid-term, evaluation will address· in greater detail the issue of
sustaining the MSU 9perations after the PACD, based on actual experience. .

.
PUC Prices per Service
Over LOP the PHC network will have provided approximately 2.1 million services, of which
approximately 760,000 are preventive services provided at no ~harge to the population, 8,500
are deliveries and 160,000 are curative services provided free of charge or the equivalent for.
people who cannot pay. The average unit price per curative service (excluding deliveries) will
be U$3.32 for the 1.2 million activities paid for by patients.

During Year S, the PRC network will provide approximately 808,000 services to 165.000
people, averaging about 4.8 services per person. or these. 37" are preventive activities
equivalent to 1.8 activities per person per year and 62% are curative PRe activities, equivalent
to 3 aet..ivities per person annuaIIy. The remainder 1" are deliveries.
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During Year S, net revenues to the PHe network will be US$I,97 minion (including deliveries),
paid for by 92% of total patients, at an average price of 2.66 per service per person.

2. A Set of NOO Health Providers in the South

The second component in the Southern region of the country will make a series of grants to
NOOs to provide PHe services, seeking to provide services to populations of about SO,OOO
people in Puno and about IS0,000 in Arequipa.

Over LOP, USAID will fund U$4.3 million, composed of:

* Technical assistance:
* Commodities:

o pharmaceuticals
o equipment

* Long-term staff
* Grents* Short-term training
* Overhead

593,000

450,000
65,000

636/000
2,240,000

236,000
1,05.000

$4,324,250

Management supervision by USAID will be performed by a second project-funded pse located
in Lima, whose total cost during the project is USO.7 million. In addition, there will be audits
and evaluations for this component (US90,000) and special studies. These are budgeted in project
management and special studies components, respectively.

One-time expenditures during LOP include all parts of this component, except for
pharmaceuticals which are expected to be sold on a revolving fund basis, equ~valent to 10% of
this component's total budget. Testing during LOP is to produce a selection of PHC services
delivery models, increasing coverage of PHe in Puno and Arequipa in a effective and efficient
manner. Cost-recovery is not expected to occur in significant degree during LOP.

Physical Infrastructure
Small offices will be set up in Arequipa and Puno. The Arequipa office will provide a base of
operations for the Arequipa Area Director, his/her secretary and accountant, and the long-term
technical advisor. The Puno office will be for that area'director and his/her secretary and
accountant. Logistical and administrative support will be forthcoming from CARE\Lima and
Pamo offices for the Arequipa and Puno sulH:omponents and for the overall Southern
Component. The office and administrative support budget is US$150,000 during LOP.

Pharmaceutical supplies provided from Lima for the Southern component will be stored under
the supervision of each area director. Pharmaceuticals for US$4S0,OOO will be purchased,
synchronized with MAXSALUD purchases in the North to obtain price advantages.
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Cost-Rr,cQyery pf PRe Services

At the same time that per capita income has dropped to very IQW levels, lowest in Puno and
middling to high in Arequipa, costs of living in the country in general remain high, due to the
persistent inflatiQn a.'1d over-valued exchange rate to the US dollar. There is a substantive
difference between the economic profile of Arequipa and Puno, where in Arequipa average
income per capita is approximately three times that of the PunQ population. Consequently there
will be a need to design these components according to each individual situation for the
provision of PHC services and their cost-recovery strategy. Testing of alternative models will
be critical. Nevertheless, preliminary indications are that cost-recovery will be difficult to
achieve during LOP in any significant amounts.

Grants will be extended to a wide variety of modt.ls for PHC services delivery, for a total sum
ofUS$2.2 milliQn, with few grants for US$loo,ooo and more numerous fQr US$S,OOO, seeking
wider experimentatiQn in models ofPHC services and institutional alternatives. Pharmaceuticals'
physical flQW would take into account, but nQt restricted by, the flow of grants to provide
combined PHC services and drugs.

3. Special Studies and EvaluatiQn Compcment

Special studies will be conducted fQr bQth components with an assigned bUdget of US$20S,000.
The component CQntract audits and project evaluations totalling a budget ofUS$295,000 will also
be managed by USAID/Lima. Evaluations will be mid-term and at EOP.

. 4. Project Management and Support budget element

....". This component consists of two full-time S-year Personal Services Contractors (PSCs), stationed
in Lima for a tQtal cost of U$1.4 million during LOP. Personnel costs for each are estimated
at U$600,000 during LOP combined with U$loo,ooo each for office support and travel during
the same S-year period. This office support includes the consideration of temporary
pharmaceutical warehousing of imports until shipment to each project site.

Contingency and InflatiQn

Conservative assumptiQns have been made in the cost items, such as the need for the delayed
revenues fund in the MAXSALUD component and technical assistance in the MAXSERV
component. These assumptions provide a cushion for unexpected cost increases of the project.

E. Social SoundnesS Analysis

The Strengthening Health Institutions Project is an experimental activity that was designed to
implement and tesJ different models in the context of providing basic preventive and cun1tive
health services to populations of limited resources. This section concerns the social soundness

,
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of the project, taking into consideration the socio-cu1t~raI characteristics of the pOpulation and
an evaluation of the population's needs and desires for health care. This analysis is based on
a rapid ethnographic assessment which was conducted in the proposed project areas: Chiclayo,
Puno, and Arequipa. Key informants and a random sample of mothers with young children were

. interviewed in e~h site to obtain their perceptions about health and health care needs, health
care use, and attitudes toward paying for health services, A more complete SHIP PP Social
Soundness Analysis can be found in Annex 7. Additionally, an institutional social analysis is
presented for the southern component, since the interrelationships between the various NGOs
participating in the component will have a direct effect on J}le success of that project component.

"

1. Social Analysis· Beneficiary Populativns

In general, discrepancies do not exist between the health needs expressed by the population and
epidemiologic data on disease prevalence, either in the case of childhood or maternal illnesses.
In all study sites, the types of health services desired by mothers coincided with the maternal
and child health services to be provided by the SHIP.

With respect to child health care, mothers consider as first priority treatment of respiratory
illness, and in second place, diarrheal illness. Mothers feel they have less information about
respiratory illnesses and that these require more care. Among preventive activities, nutrition
was of prime concern, especially for low7income mothers, in terms of whether or not their
children were getting enough to eat due to scarce household resources. Vaccinations and growth
monitoring were also mentioned by mothers as important preventive activities, but to a lesser
extent.

In regards to their own health, mothers in the three study areas referred to family planning as
a primary need. Notable interest was expressed in general nutrition, prenatal nutrition and
prenatal and intranatal care, "women's diseases", and "kidney problems" (urinary tract
infections). Interestingly, mothers in the three study areas referred not only to physical illnesses
but also to psychosomatic-like illnesses ("nervios 'l), headaches and fatigue.

The majority of mothers in the three study areas sought care from formal medical practitioners
for their children when ill. Preference was 'expressed for the private physician option, which
had considerable weight in all of the sites. Opinions concerning available medical care are
highly varied in the different departments of Peru. In ~gard to the public sector, hospitals are
considered better equipped than health centers/posts, but have longer waits and are less
accessible distance and cost-wise. Constant strikes are the biggest drawback to public sector
facilities. IPSS facilities, which are used by people with employer-insurance, are considered of
good quality even though the waits are long. The private sector is the most prestigious source
of care, but the cost is prohibitive for the lower classes at 5 to 10 new soles per visit. It can
be stated that the majority of people seem to be at least partially satisfied with the attention
received and that the complaints about the attention do not present themselves in an explicit way.
It can therefore be assumed that the deficiencies may .not be necessarily perceived or that the
people -get used to- or -resign themselves to what they have.-
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2. Social 'Analysis - Institutions in Southern Component

Project component activities will depend heavily on institutional interaction among NOOs. The
component will encourage interaction through component-wide training, technical assistance,

, phannaceuticals, studies, and broad training sessions. NOOs are generally small with budgets
and systems of less than $50,000 annually although they often can leverage additional resources.
MOH and NOOs are alreaay cooperating creatively to increase coverage of MeH,
immunizations, carry out conferences, and other activities. Universities do not generally provide
technical assistance or services in cooperation with NOOs.

Although not yet a major force, the Secretariat of Social Affairs in Arequipa has signaled a
recognized need for coordination among all sectors to maximize budgets and avoid duplication,
through the establishment of a Regional Health Council.

The potential for the NGO's increased cooperation is good in Arequipa. Awareness and mutual
respect generally exists among them and between NGOs and public sector agencies and

. universities. The proposed actions to be taken to promote active project oriented cooperation
guided by a group not yet institutionally present in Arequipa can be done with sensitivity. The
atmosphere is collaborative and not negative,toward additional expansion and assistance.

In Puno, there are many NOOs, but relatively few of size and capability to be included in a
project such as this. Although NGOs are aware of each other no unifying force has yet caused
them to cooperate greatly with each other "in health and nutrition-related activities. Several
NOOs work in collaboration with the MOH and Qther public sector agencies. With regard to
the SHIP, MOH officials indicate an interest in NGO coordination to maximize the potential of
resources, staff and to avoid duplication in coverage. '

3. Social Feasibility

This project is socially feasible for the following reasons:
1) People recognize, quality in health care and look for it.
2) A considerable number of people in tlJe study areas consider that their health needs are

not well met and that the health services should be imprOVed.
3) People want better health services and they make great efforts to build health posts and

to implement community medicine dispensaries (boliqu;nes).
4) Traditional medicine is r.ot found to compete with modem medicine; in some cases they,

have separate dominior.~ ("""ld in OLiiers they are not mutually exclusive; people visit one
or the other or both. Both function side-by-side peacefully and without conflict.

S) Alternative health programs have and still exist which have been successful even though
they have not been able to augment their coverage or limit themselves only to preventive
activities and training due to the lack of an adequate infrastructure and/or financing.

However, othu specific aspects for project implementation for MAXSALUD and MAXSERV
should be considered.

I
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a. MAXSALUD

Regarding the desire to pay for health services, it should be mentioned that a great majority
reported to have paid for these services during the last illness of their child. Additionally, in
Chiclayo the majority of the people thought that this payment was acceptable; they are used to
paying for modem as well as traditional health services and this payment is even considered as
a guarantee of quality. People in Chiclayo reported being disposed to pay for high quality
services while in the two southern sites there was more resistance.

Chiclayo is mainly a commercial city and many people dedicate themselves to business an~. other
services. Because of its central location, it is a meeting point for travelers from other parts of
the coast, sierra and the jungle and for migrants. Since Chiclayo is not dependent on
agriculture, it has been better able that other northern coastal cities to defend itself against the
natural disasters of the last few years and the low profits in the agricultural sector. The larger
population size and its better economic situation make it a more approppate place for the project
than other potential project sites in the north.

The church in Chiclayo has orthodox sectors that may oppose artificial family planning methods;
but it should not be forgotten that the Church is performing important health work through
Church-affiliated physicians' offices, promotion, and training, which could help to promote the
PHO. The NGO, SOLIDARIDAD, could be considered a possible project liaison to secure the
participation of the community in the management, coverage and diffusion of project activities
in conjunction with the important and well-organized feminist group (MUlER), with whom they
maintain good relations. MUJER could train women in the neighborhood leadership and with
this institution the pertinent actions to secure the participation of members of the feminine sex
in decision making could be coordinated. Another organization that could collaborate with
MAXSAL1JD is the University Pedro Ruiz Gallo lhat develops professionals in different careers
related to community promotion. .

b. MAXSERV

1) Arequipa

In Arequipa, the private organizations which provide health care services are mainly the Church
parishes, CEMPOS (Centro Multidisciplinario de Proyeccion Social) of the University Cat6lica,
AMAUTA, and INPARRES. There are also institutions which distribute food supplements, such

. as ADRA-OFASA and CARITAS, and NOOs such as CECYCAP, CEDER, and ClEO, that
principally carry out health promoter training and health promotion. Members of the various
NOOs arc known to each other and seem to maintain good relations. However, coordinated
work does npt seem to exist. They have separated geographic an:as and they carry out distinct
types of work. For this reason it has not been indispensable that they coordinate their activities.

9f'- \
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People have a good opinion of the parochial health services; they think that the cost is not too
high and that they give good service. However, they say that they only provide basic services.
Another favorable aspect is the low price of the medicines and the free emergency assistance.
People also have a good impression of the work of CEMPOS of the Catholic University and are
familiar with their training services. They like the fact that the people from the "Cempos" come
to look for tht- mothers in their homes since no one else provides services in this way. Caritas
and Ofasa also are recognized, since they distribute food to the population. They report that
while Caritas donates the food, Ofasa gives them food in exchange for work and the cost of
transportation. The population does not identify directly, with the NOOs and we did not have
the opportunity to talk with the promC't.ers and other personnel trained by them•

2) Puno

The principal institutions which offer health services are INNPARES, Pro-Familia and
CARITAS. Other NOOs offer health promotion and training, but not health care services.
None of the people interviewed in the community survey mentioned having heard of a private

. NOO. They more commonly refer to specific institutions such as CARITAS or CARE, whose
presence is strongly felt. .

In Puno, an important organization tied to health activities is the Catholic Church, which works
through its parishes. The Church offers training to neighborhood delegates who then give talks
to community groups on health-related ,topics such as nutrition and respiratory illnesses.

Intervention through private NOOs in urban Puno has some limitations in that the policies and
working programs of most of these institutions refer mainly to agricultural production projects
located in rural areas (peasant communities).

Puno is one of the poorest departments in Peru with a larger percentage of illiteracy and high
infant and maternal mortality rates due to nutritional deficiencies and the infrastructure of health
services and basic health status. The people are of Quechua and Aymara origin and these
languages are used by 90% of the population of the department. Many persons in Puno have
migrated to Arequipa, Moquegua and Tacna i.n the last 10 years because (Jf their t,xlreme poverty
and because it is one of the departments most affected by terrorism in Peru, particularly in its
northern reaches. .

Added to these difficulties is the specia1 political situation of the department. Some provinces
have been declared emergency zones due to the military confrontation with subversive groups,
which have attacked and destroyed property, threatened and even taken the lives of personnel
of the NOOs.

For all of the above mentioned reasons, Puno seems to be a much less appropriate zone "or
implementation ofan experimental project, and offers better potential through efforts channeled
within established and committed community and NGQ groups.
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F. Women in' DeyelOPment Rc;yiew

Peruvians witJrl lower incomes in general will be beneficiaries of the project. As with most health
and family plianning projects, women however will enjoy the greatest benefits. Most of the

. purchases and decisions related to primary health care are made by women. In the MAXSERV
component to be implemented via a cooperative agreement with CARE, :tIt p;cject will
concentrate the channelling of resources through sub-grants and sub-proj~..ct:; Utat will be
reviewed by oommittees and community groups largely made up of women. Training and
Technical Assistance will seek to focus that support by promoting as a fundamental criteria of
sub-grant approval the increase in participation by women in the proposed activities.

o. Initial Enyironmental Examination

The Initial Environmental Examination (lEE) recommends a categorical exclusion from the
requirement to carry out an environmental assessment. This determination was made based on

. the absence of any activities in the Project that would have a direct impact on the environment.
The lEE make:i reference to Section 216.2, Paragraphs c(2)(i) and (viii) which allow a waiver
of the requirement for further environmental review for projects that do not have an impact on
the natural or physical environment, and for programs involving nutrition, health care and
population and family planning services •• to the extent Ulat they do not include activities like
construction of water supply systems, waste water treatment facilities, etc. The lEE
recommendation was made by the Mission Environmental Officer and the Regional
Environmental Officer on September 25, 1991. A fax was sent by Mr. lames Hester,
LAC\DR\E, confirming the concurrence to the recommendation. The lEE recommendation is
included as Annex 9.

Heall1" PopulDtion, and ~Ulrilion Division
Ol/ice 0/Human Resources

USAlDIPelU
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mtth reglm.
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Clinics ae1deve desired 1II31'ket stme.
IPSS will adjust payments to th1ld
party eate proriders 80 that costs
are fully covered.
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drugg aid SWUes

-standards of quality. prooceiJres. job
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Clinfcs
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services an~

b. IEalth clird.cs established and providing be HI) l"Aia. t.

hidl quality health e:ate.
150.000 perscas served an111!Illy by 1996.
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