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Summary and RecommendatIon

DurIng the 1980s, ChIle moved towards an open economy.
In lIne wIth thIS goal, the mIlItary government began to
prIvatIze many of the eXIsting socIal programs, Including
health care. It IS acknowledged that the structural changes
made to the health care system durIng the 1980s were important
and unIque In ChIle. However, the reforms were Incomplete or
poorly Implemented. Consequently, signIfIcant operatIonal
problems remain. The GOC recognizes the following constraints
to an effectIvely operatIng prImary health care system: 1) the
health fInanCIng system gIves preference to curatIve services,
dIstorts the traInIng of health personnel, and dIscrImInates
agaInst health educatIon and preventIve care; 2) success In
decentralIzatIon efforts has lagged In many munICIpalItIes
because of Inadequate technIcal and adminIstrative capaCItIes;
3) there IS a lack of SOCIal and community partICIpation In the
management of prImary health care serVIce delivery; 4) the
morale of health personnel IS very low; 5) access to prImary
health services IS impeded by lImIted faCIlIty hours,
Inadequate Infrastructure, InsuffICIent staff, etc.; 6) the
lack of capaCIty to diagnose and treat health problems at the
prImary care level gIves rIse to other problems; 7) primary
health serVIces are not suffICIently focussed on the famIly; 8)
serIOUS mental health problems afflict the population and are
not beIng addressed; and 9) PVO prImary health care serVIces
are not effectIve due to lack of coordinatIon.

Over the next two years (1991 and 1992), the Government
of ChIle (GOC) , through the MInistry of Health (MOH) is
undertaking the Program for the ImmedIate Improvement of
Primary Health Care ("the Program") to address the constraInts
listed above. The GOC's Program will include five strategIes:
expanSIon of core prImary level health serVIces to areas not
adequately covered; development of Improved management,
administratIve, personnel and resource allocation measures to
Improve service delivery; improvement of technical
problem-solving capacity In prImary health care centers through
the prOVISIon of eqUIpment, training and other resources;
improvement of access to prImary health care through the use of
extended hours, mobIle unIts, and cooperative public/NGO
serVIce delIvery; and development of InnovatIve primary health
care programs to Improve qualIty for underserved groups. The
GOC's Program for the Immediate Improvement of PrImary Health
Care WIll be an expedItIously Implemented, two year effort
WhICh WIll later be subsumed under larger projects backed by
the IBRD and the lOB.

The GOC will cover the Program's total value of $26.7
mIllIon WIth $16.7 mIllIon of Its own resources and has asked
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the USG to contrIbute $10.0 million towards the program: $9.3
mIllIon in local currency (general sector support to the
program) and $700,000 In dollar-funded technIcal assIstance.

GIven the maturity of GOC InstitutIons, ani the fact
that the Program IS a GOC initIative WhICh the MOH IS certaInly
capable of ImplementIng, the assIstance WIll be prOVIded
through Non-PrOJect ASSIstance (NPA) , WIth the exceptIon of the
technIcal aSSIstance WhIch WIll be authorIzed as a proJect.
Under the NPA/ a cash transfer of $9.3 mIllIon will be prOVIded
In two tranches to fInance health related, prIvate and publIC
Imports from the U.S. An equivalent amount of local currency
will be placed In a special account and WIll enter MOH budget
accounts to support the Program.

CondItIons Precedent to the first disbursement ($5.8
mIllIon cash transfer and $700,000 TechnIcal ASSIstance
ProJect), In additIon to standard conditIons, WIll Include four
key benchmarks related to the signIng of agreements between the
MOH and muniCIpalItIes, establIshment of emergency serVIces,
extenSIon of serVIce hours in clinics and hIring of addItIonal
medIcal profesSIonals. AccomplIshment of these benchmarks IS
well in hand and It IS expec~ed that the first dIsbursement
WIll be made shortly after the Program Agreement IS signed.
The second and fInal disbursement IS planned for one year after
the agreement is SIgned, i.e. December, 1991. The second
tranche WIll be dIsbursed subsequent to a determInatIon that
the GOC has attaIned progress in implementIng the Program. The
determination WIll be based on a JOInt review by the MOH and
the OffIce of the A.I.D. RepresentatIve, which WIll examIne
progress made towards achieving key program outputs In:
re-establIshment and reInforcement of a functional system of
technIcal superviSIon of the municipalIzed prImary care system;
establishment of a new system for resource allocation for the
PrImary Health Care system; implementation of a management
InformatIon system in primary health serVIce areas; and
improvement in the morale of Primary Health Care personnel.
The outputs are straightforward and the MOH belIeves that it
WIll easily attain progress in meetIng them. Therefore, the
fInal dIsbursement should occur in one year, as scheduled.

In additIon to the program aSSIstance summarIzed above,
the GOC has requested technical aSSIstance to be prOVIded In
the form of a proJect. The TechnIcal ASSIstance ProJect,
described in detail In Annex G, WIll delIver the follOWIng
types of technical assistance: TA to help Implement the GOC's
program; TA for program management, I.e. a proJect coordInator
WIthIn the MOH; and TA for audIt and fInanCIal reVIews. Most
of the fundIng ($500,000) will be for short term TA to

•
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Implement the program. ThlS will be arranged through bUy-lns
to several ongolng centrally funded proJects.

Management of the Program, whlle conslstent with dollar
cash transfer and local currency gUldance, as well as
non-proJect, sector asslstance gUldance, wlll not be burdensome
for the A.I.D. RepresentatIve. Key management events for the
fIrst year wIll be: review of the report Wh1ch contaIns the
1nformatlon IndIcatIng that the benchmarks have been satlsf1ed,
and other documentatIon for cond1tlons precedent to 1nlt1al
d1sbursement; val1dat1on of reImbursement documentat1on for
1mports from the U.S.; and, reV1ew of progress to effect
second d1sbursement, based on program report from the M1nistry
of Health. Dur1ng the second year, key events w1ll be:
valldatlon of re1mbursement documentatlon for Imports from the
U.S.; and, revlewof _eml-annual progress reports prepared by
the MIn1stry of Health. For the most part, program monltorlng
wlll conslst of reVlew of the seml-annual progress reports. As
mentloned above, this management/monltorlng system is
cons1stent WIth relevant gUldance and agency experlence In
non-proJect, sector asslstance while addresslng the need for a
«Jump-start«, 1.e. a quickly disburs1ng program Wh1Ch 1S not
management Intenslve. To make sure that program management
w1ll not be burdensome to the A.I.D. Representatlve, and to
assure effectlve technical Implementatlon and f1nanclal
management, a ProJect Coordlnator work1ng 1n the Minlstry of
Health w1ll be funded by Technical ASSIstance funds. One maJor
responsib1l1ty of the coord1nator will be mak1ng loglstical
arrangements for short term technical ass1stance.

Based on the description on the GOC's Program for the
Immediate Improvement of Pr1mary Health Care and the proposed
mechanlsms for A.I.D.'s contributlon to this program, as
contained In the PAAD and summarlzed above, the A.I.D.
RepresentatIve recommends that the ASSIstant AdmInistrator,
LAC, authorIze program assistance in the amount of $9.3 million
and the TechnIcal Assistance Project in the amount of $700,000.
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A. Background and General Overvlew

Although Chlle IS classlfled among the lower mlddle-lncome
economies, wlth a Gross Natlonal Product (GNP) per caplta of
approxlmately US$l,510 In 1988, substantlal progress has been
made In enhanclng the soclal welfare of ItS Inhabltants durlng
the previous 50 years. From 1923 to 1973, Chlle experlmented
wlth varlOUS economlC models, but the general trend was towards
Increaslng state Interventlon In the economy based on an Import
Substltutlon economlC model. In the early 1970s, thlS trend
became pronounced, and led to macro-economlC dlstortlons and
soclal confllct.

After the mllitary government assumed power In 1973, It
began Introduclng a new economlC philosophy of open markets. In
mld-1975, desplte a severe International receSSlon, lower copper
prlces, and a quadrupllng of 011 prlces, Chlle began to
serlously Implement the free market-orIented policles. Durlng
1974-75, GOP fell by 2.9%, but recuperated In the 1976-81
perlod, although wlth hlgh unemployment rates.

ChIle's GOP and fIscal spending fluctuated sharply In
1982-83 due to International economic slowdowns In 1981. Total
GOP fell by 14.1% In 1982. Flscal restrIctions affected the
social reforms. Even though the government attempted to protect
per capIta socIal spendlng relative to other fIscal spendIng
wlth specIal regulatory and socIal safety net relIef to help the
most needy, socIal spendIng was reduced. In 1983, renegotIation
of the large foreIgn debt was undertaken. A two-year
InternatIonal Monetary Fund (IMF) macroeconomic program helped
to stabIlize the economy.

ChIle contInued to move towards an open economy. In Ilne
WIth thIS goal, the mIlItary government began to prIvatIze many
of the eXIstIng socIal programs, inclUdIng health care. The
popularIty of health care, and the concept that It was a socIal
responsIbility made changes In the National Health System (SNS)
a polItIcally dIfficult task. The restructurIng, although begun
In 1979 and nearly completed by 1988, resulted In negatIve
developments In some areas, especIally in primary health care.

The mllltary sought to weaken the polltical Influence of
the MOH and the health care delivery system. ThlS agenda was
partlally accompllshed through the expansIon of privatlzed
health care, through a total restructurIng of the SNS, and
through the process of health care decentrallzatlon. As
dlscussed In detall below, two negative results of the way In
WhIch decentralIzatIon occurred were that technical control and
supervision were weakened and dIfferences In admInistratIve
capaCIty and health care costs were not addressed.
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It IS acknowledged that the structural changes made to the
health care system durIng the 1980s were important and unIque In
ChIle. However, the reforms were Incomplete or poorly
Implemented. Consequently, sIgnifIcant operatIonal problems
remaIn. The current democratIcally elected government of
PatrICIO AylWIn has made a commItment to increasing effICIency
and the access of the POpulatIon to health care, and to
addreSSIng the Issues of eqUIty In serVIce delIvery. The
ImplementatIon of the prImary health care system IS expected to
playa key role In achIeVIng these objectives.

The extent and speed of Chile's health development have
been remarkable. Infant and ChIld mortalIty and morbIdIty rates
are among the lowest in the developIng world; average lIfe
expectancy at bIrth IS among the hIghest. Moreover, the health
development process has been relatIvely rapId, WIth WIde-rangIng
demographIc and health status impact. In a span of twenty
years, the demographic structure of the populatIon has changed
from that of a typIcal developing country WIth 39.1 percent of
ItS populatIon under 15 years and 7.7 percent over 60 years of
age (1970) to one more tYPIcal of a developed country, WIth 30.6
percent of the 13.2 million people under 15 years of age and 8.9
percent over 60 years of age (1990).

These demographIc changes together WIth maJor Improvements
In the qualIty of lIfe, WhICh include increases In access to
maternal and ChIld health care, improved housing, and potable
water and sanItation (especIally In the urban areas), and to
educatIon have contributed to maJor shifts In the overall
mortality and morbIdity patterns.

UnlIke most developing countrIes, Chile has moved steadIly
from a predominantly infectious and parasitic dIsease pattern to
one of "modern dIseases" including cardIovascular Illnesses
(27.9 percent), cancers (18.0 percent), and aCCIdents/traumas
(12.1 percent) WhICh were the major causes of mortalIty for all
age groups In 1988. Additional demands on the health system to
address adult and adolescent health problems, such as prevalent
chronic diseases (Including dIabetes, epilepsy, and
hypertension) are rapIdly IncreaSIng. Concurrently, already
there are indIcations of development-related health problems,
IncludIng those associated WIth water and aIr pollutants, and
with SOCIal Illnesses IncludIng drug and alcohol addictIon
problems, psychoses, delinquency and prostItutIon among
adolescents, and both Individual and communIty trauma. These
newly emergIng health problems are far more complex and reqUIre
more costly approaches than the maternal and ChIld health
InterventIons WhIch tradItIonally have been the focus of prImary
health care programs.

However, It IS important to recognIze that the
epIdemiologIC transition process IS Incomplete, WIth elements of
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earlier stages of th1S process rema1n1ng. For example,
1nfect1ous and paras1tic d1seases are st1ll prevalent among the
urban and rural poor, wh1le the 1nc1dence of other 1nfect1ous
d1seases, 1nclud1ng food-borne 111nesses, such as typh01d, are
relatively h1gh 1n the populat1on at large.

B. Importance of the Health Sector

Chile has had a long trad1t1on of health care del1very to
1tS general population. The constitut1onal rIght to health care
1S guaranteed by Sect10n 9 of Article 19 of the current (1980)
Const1tuc1on Pol1t1ca de la RepublIca de ChIle.

Numerous independent systems of delivery evolved early In
th1S century, some w1thln heavy 1ndustry and mIning, some w1thin
CIVIl serV1ce systems, others WIthIn profeSSIonal aSSOCIatIons,
etc. These varIOUS forms of health care delivery were
subsequently combIned Into a NatIonal Health System (SNS) In
1953. There IS also a long hIstory of independent prIvate
health care prOVIders. The development of these systems of care
reflects a widespread attItude among ChIleans that health care
IS a SOCIal responsIbIlIty of the government.

The unIversal health care tax, InitIally 1% of every
employees' salary In 1968, 2% In 1975/76, 4 to 6% in 1980, was
raIsed to 7% by 1981. The employee could deCIde If this tax
would go to the publIC or private system. The tax reInforced
the sense that the provision of health care was a responsIbilIty
of the government.

The challenge facing the current government IS to attaIn
further health improvements In light of shIfting demographIc
profiles, and changing morbIdIty and mortality patterns. ThIS
requIres definIng and maIntaInIng the necessary balance between
adequate natIonal health resources and other competing natIonal
prIorItIes. The government task is to: determIne the optimal
resource allocatIon pattern, and the appropriate roles of the
public and prIvate sectors In fInancIng and delivering health
care; increase the effICIency of the publIC health system; and
encourage private sector Involvement in the provisIon of
serVIces as well as communIty responSIbility and partIcIpation
In health deCISIon-making.

II. DescrIptIon of the Problem

A. Current Health Care System

ChIle's strong SOCIal development performance demonstrated
by rapId decrease In mortalIty and morbIdIty rates beginnIng In
the 1950s, espeCIally among 1nfants and chIldren, was supported
by the soc1al reforms Inst1tuted in the late 1970s and early
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1980s. DespIte depressed economIC condItIons and a declIne In
per capIta Income, these Improvements were largely maIntaIned
In the 1980s.

The reforms of the health care system had two maIn
obJectIves: 1) to Improve the targetIng of health serVIces to
the at-rIsk groups; and 2) to Increase the effICIency of the
publIC health care system. In order to Improve targetIng, the
government expanded and Improved primary health care,
emphasizing the most vulnerable groups - mothers and young
children in rural areas.

In order to Improve efficiency, the government undertook
maJor InstItutIonal and fInanCIal reforms of the health care
system. They Included: 1) creatIng a fInanCIal InstItutIon
for the publIC health sector (FONASA), charged WIth collectIng
all revenue for health serVIces from the natIonal budget and
the payroll deductIons for health care, and for dIstrIbutIng
these funds, IncludIng paying the prOVIders of serVIces; 2)
contInuIng the role of the MInistry of Health (MOH) as the
polIcy-makIng, normatIve, superVIsory, and evaluatIng agent;
3) decentralIZIng the NatIonal Health SerVIce (SNS) Into 27
autonomous Health SerVIce Areas (HSAs) of the NatIonal Health
SerVIce System (SNSS) capable of prOVIding preventIve and
curative serVIces in 26 specified geographIcal areas In
addition to an EnVIronmental Care UnIt based in SantIago; 4)
transferrIng responsibIlIty for prImary health care serVIces
and Infrastructure to the muniCIpalIties; and 5) allowing
workers to choose whether to have their payroll deductIons for
health applied to FONASA or to the private health Insurance
companies (ISAPREs) which were established In 1981.

As the decade of the 1980s unfolded, It became clear that
the theory of how the SNSS and prIvate sectors were to operate
was qUIte different from reality. The decentralizatIon of the
MOH and SNS frequently resulted In confUSIon. The expectatIon
that the prIvate sector could expand rapIdly, to absorb many
prevIously covered by the publIC sector, was not met.
InItially, the rate at WhICh the ISAPREs grew In number and
membership was much less than hoped. The premIums and fees
charged for membership by ISAPREs were too hIgh for the vast
maJorIty of the ChIlean populatlo:, and for those people whose
only recourse was the publIC system, another problem arose. As
the mIlItary government enacted laws to foster expanSIon of the
prIvate health care sector, It simultaneously reduced fundIng
for the publIC sector. There was no budget for maIntenance and
faCIlities were allowed to deterIorate; salarIes of health
profeSSIonals were reduced, the prOVISIon of supplIes and
technoJagy were insuffICIent, and operatIng funds and
superVIsIon were crIppled. The relatIvely hIgher salarIes
avaIlable in the prIvate sector attracted away many phYSIcians
and other auxilIary personnel. In short, the publIC health
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care system was allowed to languIsh whIle the prIvate sector
was encouraged to grow.

The financIal mechanIsm for collectIon of health revenues,
the FONASA, collects 7 percent of the Income earned by workIng
ChIleans who are not ISAPRE members and distrIbutes these
revenues to the publIC sector. These funds are used to pay for
health care serVIces provIded withIn the SNSS to lower middle
Income famIlIes and the workIng poor. The upper-mIddle and
hIgh Income people pay theIr 7 percent directly to the ISAPRE
of theIr choIce. The non-workIng poor pay nothIng for theIr
care, whIch IS provided prImarIly by the SNSS.

In the fInal months of the mIlItary government, the overall
condItIon of the total combIned health care systems of Chile
could be descrIbed as very uneven In the prOVIsIon of health
care serVIces. The ISAPREs appear to provIde ample, hIgh
qualIty curatIve care to theIr clIents, wIth the best
facIlItIes, equIpment, and health care personnel In ChIle.
However, theIr services have been lImited to the 15% of the
populatIon WhICh IS well-to-do or fortunate enough to belong to
an employment aSSOCIatIon WhIch has contracted wIth an ISAPRE.
In addItion, some ISAPREs have been known to termInate
contracts WIth clients who become afflicted wIth a costly
Illness. The ISAPREs have also tended to aVOId contracts wIth
elderly ChIleans. Furthermore, most ISAPREs do not have theIr
own hospItals, but rather use publIC facIlItIes on a cost
reImbursable basIs, a system WhICh carries hidden SubSIdIes
from the publIC to the prIvate sector because of Inaccurate or
incomplete cost estimates. PreventIve care has remained
largely the responsibilIty of the public health system for all
Chileans.

B. Current PrImary Health Care System

The primary care system that was transferred to the
munICIpalitIes in a process begun in 1981 consists of four
basIc types of health facilitIes: urban and rural clinics
(consultorios), rural health posts, and rural medical
statIons. Urban and rural clInics are responSIble for
prOVISIon of Integrated, outpatient/ambulatory care In the
basIc specIalty areas of Internal medIcIne, pedIatrICS,
obstetrICS and gynecology, as well as dental care, for WhICh
they employ a health team comprIsed of medIcal and health
profeSSIonals and aUXIlIarIes.

Rural clInics are located in communItIes of between 2,000
and 5,000 InhabItants. However, In realIty they prOVIde care to
larger geographIcally defIned or catchment areas of
approxImately 40,000 persons, IncludIng both preventive and
curative serVIces prOVIded on an outpatient baSIS for general
health problems of lImIted complexity. In the urban areas the
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realIty IS somewhat dIfferent wIth several consultorios wIth
assIgned populatIons of 100,000 to 175,000 persons.

Rural health posts staffed by reSIdent health aUXIlIarIes
prOVIde rudImentary primary care, IncludIng curatIve treatment,
and theoretIcally, health preventIon and promotIon-oriented
actIvitIes to catchment areas of approxImately 1,000 persons.
As an integral part of health promotIon, aUXIlIarIes were to be
responsible for communIty outreach actIVItIes, IncludIng
maIntenance of a ledger of the health and nutrItIon status of
each family residing within their area of responSIbIlIty.
However, these outreach and preventIve health actIVIties are
largely non-functIonal today.

Rural medIcal stations (EMR) , In contrast, are bUIldIngs
used only on a temporary basis WIthIn given communIties to
prOVIde a site for perIodIC ViSIts or "rounds" made by medical
teams based In the rural clInics to prOVIde outpatIent care to
the local populace. They have no permanent medIcal or health
staff In reSIdence.

As an Integral component of PHC serVIces, munIcipalItIes
assumed responSIbIlIty for provision of a baSIC set of
pharmaceuticals, as needed, accordIng to a slIdIng scale defIned
by SOCIoeconomIC levels (abIlity to pay). The maJorIty of the
people served by the system claIm to be from the poorest
category, skewing the muniCIpalIties' pharmacy budgets and
resultIng in insuffiCIent supplIes to meet demand In
delIvering all primary services, each munICIpalIty agrees to
comply with servIce-specific norms and regulations establIshed
by the MOH, and to carry out its responsibIlIties under the
overall technIcal supervision of, and performance evaluatIon by,
the local H8A to which it corresponds.

Health personnel employed in primary care faCIlItIes and
services were transferred from the MInIstry of Health payroll
with "CiVIl serVIce" status to munIcipalItIes as contract
employees. They lost theIr longeVIty and retIrement rIghts WIth
the publIC health system and became subject to prIvate sector
equivalent labor laws, including what most PHC workers VIewed as
much more tenuous employment protectIon, gIven munICIpal
governments right to hIre and fIre staff at their own dIscretIon.

The 27 Health Service Areas (HSAS), part of the publIC
health system, are responsible for all secondary and tertIary
care services. Cases that the prImary health care level cannot
adequately handle are to be referred to these hIgher care
levels. The Director of Primary Care (DAP) of the HSA IS
respon~lble for technIcal superVISIon of all munICIpal PHC
actIvitIes WIthIn theIr HSA, WhICh Includes assurIng that MOH
standards and norms are malntalned. However, In realIty thIS
role IS diffIcult to fulfIll because the munICIpalItIes do not
depend eIther finanCIally or admInIstratIvely on the HSA.
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The Importance of the process of munlclpalization of health
serVlces goes beyond the actual numbers of facllitles and
staff. Prlmary care serVlces are the flrst entry pOlnt Into the
more extenslve health care system, and therefore may be the only
type of care much of the populatlon recelves. Consequently, the
quallty of the prlmary health care serVlces strongly Influences
the health status of the populatlon as well as the system's
Image. If the publlC health system, partlcularly prlmary health
care, is to functlon efficiently and effectIvely, financial
adequacy must be ensured.

Concomltant wlth decentrallzatlon, and In order to enhance
the overall effectlveness of the munlclpal PHC program In
addresslng priorlty health needs, a core set of interventlons
were Identlfled. ThlS core program Includes the followlng:
1) Infant health, 2) maternal health, 3) adult and elderly
health, and 4) dental health. In addltlon to thlS basIc core
set of interventions, the munlclpalitles were to develop special
PHC programs WhlCh were responSlve to speclflc local needs.
Some examples of these speciflc, targeted Interventlons mlght
have Included activlties for mental health and adolescents.
Unfortunately, these speciflc, locally relevant interventlons
were never realized, as has been the case wlth adult and elderly
groups.

C. Problems of the Health Care System

Most publlC health speclalists agree that Chlle's
extraordinary progress in expandlng coverage of basic health
servlces, partIcularly preventive serVlces for hlgh-risk,
low-lncome populatlons, has been one of thE key elements of the
dramatlc Improvement In health status. Of partlcular importance
from a publlC health perspectlve has been the success In
expanding maternal and child health serVlces coverage,
especIally among children under two years of age among all
Income groups, and maternal access to prenatal, dellvery, and
postnatal services. Further Improvements In tradItlonal health
status indIcators (i.e., Infant Mortality Rate, Maternal Death
Rate, Llfe Expectancy) are possible if those women and children
at hlghest rlsk who because of access problems are not receIving
adequate care are IdentIfled and gIven preferentIal treatment.

However, for the vast maJority of the populatlon the
avaIlablllty and quallty of health care serVlces has
deterlorated. In most cases, a VISIt to a publIC facility means
waltlng in long llnes, faclng the possiblllty of belng reJected
for serVlce (especlally If you are an adult), posslbly gOlng to
the emergency room of a hospItal because the local clInIC IS
closed and faCIng a hIgh probabll1ty of belng treated by a
dlfferent phYSICIan WIth each VISIt. If attended at eIther the
consultorlo or the hospltal, the tIme spent waIting IS usually
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several hours, the qualIty of the faCIlity and eqUIpment IS low,
the avaIlability of pharmaceuticals and medIcal supplIes IS
uncertaIn, and several VIsits are often reqUIred to dIagnose and
resolve a problem. The InformatIon systems that support the
publIC health care system are antIquated, for the most part
hard-copy manual systems. The morale of the staff and
phYSICIans at such facilIties IS low and theIr level of
frustratIon IS hIgh. Because of chronIC underfundlng,
conditIons in rural health facilitIes and In some densely
populated urban slum neighborhoods are worse than in other areas
of the publIC system; often there is InsuffiCIent personnel to
fully staff the facilIty. The shortage of phySICIans who are
willing to work for the SNSS at the prImary level IS espeCIally
acute and most who do work for the SNSS work a half day, as well
as maIntaIn a prIvate practice.

Faced WIth these conditions, It IS not surprISIng that
confUSIon sometImes arIses as to the effectIveness of thIS new,
dual health care system and the apparent InconSIstency bptween
the problems noted and certaIn pOSItIve indIcators of ChIlean
health status. For example, the low level of Infant mortalIty
In ChIle IS well recognIzed, as are several other measures of
Improved infant and maternal health. To put these results In
perspective, It should be recognized that early on the mIlItary
government inplemented strong programs WhICh targeted feedIng
and health care resources to the Infant and maternal populatIons
In response to InternatIonal crIticism of a deterIoratIon In
infant and ChIld health. The programs were highly successful:
the Infant Mortality Rate was 18.5 per 1,000 lIve bIrths In
1987, dramatically decreasing from 63 per 1,000 in 1974 and 120
per 1,000 In 1960. LIkeWIse, the Maternal Mortality Rate has
dropped dramatIcally from 35 per 10,000 lIve bIrths In 1961 to
4.6 per 10,000 in 1987.

Unfortunately, the rest of the Chilean population was not
targeted for such programs. Partially as a result of new
disease distribution patterns as well as cuts In fInanCIal
resources available to the system, some studIes have shown that
the working poor and the lower middle class have experIenced a
deterIoratIon of their health care utilIzatIon patterns and
health status. The milItary government was not InclIned to
reveal these results to the InternatIonal health care
community. The utilIzation patterns and health status of the
upper Income groups probably have Improved as a result of theIr
coverage under the ISAPREs.

Another complIcatIon WhICh must be conSIdered In any
diSCUSSIon of current health care and health status patterns In
ChIle is the trend towards modern IndustrIal morbIdity and
mortality patterns. Under the mIlItary government, the lImIted
resources that were made avaIlable through the SNSS were
resources tradItionally utIlIzed to fight the bacterIal dIseases
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commonly found 1n underdeveloped countr1es. For some t1me this
has not been the sign1ficant 111ness pattern relevant to Ch11e.
As a country 1n the intermed1ate range of econom1C development,
Ch11e has, nevertheless, already Joined the advanced
1ndustr1al1zed countr1es 1n 1tS pattern of illness categor1es.
Chileans, of Just about all 1ncome groups, suffer from heart
d1sease, hypertens1on, cancer, and mental hea~th problems. The
publIC health care system passed to the new democratIc
government 1S poorly des1gned to address these modern health
care problems. Even the ISAPREs, as currently structured, are
not prepared to confront the costs and resource ut111zat1on
patterns typically associated w1th these 1llnesses.

Notw1thstanding the substantial ach1evements that have been
made 1n expand1ng access to serV1ces (espec1ally among the
poorest groups), serIOUS gaps In servIce coverage rema1n. There
1S eV1dence that the overall quantIty of health serVIces ­
partIcularly prImary care provIded at the mun1c1pal level - is
below actual demand. Relatively high reJect10n rates at the
munIcIpal level (estimated at 10-20%) reflect the 1nabil1ty of
many cl1nIcs to cope wIth the current demand for care due to
both staff1ng constraints, Inadequacy of suppl1es (lnclud1ng
pharmaceut1cals), and llm1ted facility hours. Estimates are
that at least 2.5 mIll10n persons may not be adequately served
by e1ther the publIC health or organized prIvate health system
(thIS may be especIally true for the upper low-income and lower
middle-Income workers).

Further, contInuing gaps In access to prImary care eX1st
among the poorest groups, for which virtually no alternatives to
publ1Cly f1nanced health care exist. The data seem to suggest
that certain geographic areas of the country st1ll have not
ach1eved ChIle's overall standard level of health development.
A maJor underlY1ng cause of the wide d1screpanc1es 1n morb1d1ty
and mortalIty both across regions and between munic1pal1t1es
with1n the same region appears to be highly var1able coverage of
1nd1v1dual populat1on groups with primary health services,
espec1ally with regard to maternal and ChIld health programs.
Coverage of other "core" public health programs is st1ll
unsatIsfactory throughout the system, partIcularly dental care,
and adult and adolescent health services .

Moreover, gaps in health system coverage are not
necessarIly a phenomenon of 1solated rural munIc1palItIes. New
or poor munlcIpal1tIes 1n urban areas often have insufficIent
funds to establish and support a clInIc. The GOC has 1dent1fied
104 rural munIc1palItIes and 28 urban ones USIng health status
and poverty IndIcators where the PHC system needs to be
strengthened on a priorIty baSIS.

There IS a strong curatIve bIas 1n the health system Wh1Ch
1S demonstrated by the fact that one of every three (29 percent)
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medIcal consultatIons provIded by the MOH In 1987 was for
emergency care. The maJority of these consultatIons were by
adults who are reJected from the prImary care system often
because prIority IS gIven to maternal and chIld health care.
Also, thIS pattern hIghlIghts the contInuIng problem at the
munIcIpal level of long waItIng periods and the InabIlIty to
receIve non-emergency servIces (often due to lImIted facIlity
hours) WhICh forces people to hIgher level health facilItIes for
emergency care. In addItIon, the scarcIty of health educatIon
pertaInIng to dIsease preventIon and health promotIon reinforces
curative care.

The gaps in preventive health care are well documented.
Data reveal that two out of every three (64.9 percent) of all
household members have never had a preventIve health VISIt.
ThIS lack of attention IS partIcularly hIgh among households In
the lowest income groups.

The present system IS essentIally an urban-based one WhICh
assumes geographIc accessIbIlIty of the populatIon; the model
has limIted applIcabIlity for the rural areas. It also IS a
largely "passIve" health care approach In WhIch InterventIons
depend on the conSCIOUS decISIon of the patIent to seek care.
The rural outreach system which existed In the 1970s, and was
effective In facIlItatIng the rapid decrease In Infant mortalIty
rates during thIS perIod, IS largely non-existent now.

Widespread deterIoratIon of the public health hospItal
secter IS also belIeved to adversely affect medIcal education,
as hospItals are the locus of medical school trainIng.
Moreover, the increasIngly hIghly specialIzed orIentatIon of
medical education contrasts sharply wIth the more
family-oriented practice requIred for prImary health serVIces.

There is a serious maldistribution of medical professIonals
throughout the country because of low salarIes, poor workIng
condItions (inadequate facilItIes and equipment), lack of
opportunIties for advancement or traIning, and geographical
isolation. In addItIon, shortages of traIned rural health
manpower are a continuous obstacle to optImal operatIon of the
system. The Incentive structure for rural health provIders has
deterIorated; salarIes are low and the abilIty to obtaIn
addItIonal work IS lImited.

Based on the evidence provIded through recent preparation
of an inventory of the present physical status of health
facilitIes wIthIn the natIonal health system, observers have
IndIcated that there IS need for Investment In publIC sector
infrastructure, partIcularly at the secondary and tertIary
levels and in the urban-based prImary system. In additIon,
there seems to be a sIgnIfIcant problem wIth Inadequate and
inappropriate laboratory and medIcal equIpment In the primary
system as well and the InabIlIty of the auxIliary staff to
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properly utIlIze equipment. FInanCIal constraInts faCIng
muniCIpalItIes were IdentIfIed as the prImary cause of
Inadequate maintenance, thus forCIng local health admInistrators
to allocate funds to dIrect more costly serVIce provision.

PharmaceutIcals are an Integral part of any health system
and serIOUS problems eXIst WIth the avaIlabIlIty of basl~

drugs. Throughout the health system, pharmaceutIcals are
prOVIded accordIng to a slIdIng socIoeconomic sca~e for payment
If prescrIbed by the health prOVIder. The cost of prOVIding
free prescrIptions to munICIpalitIes, speCIalIzed clInics and
publIC hospItals IS staggerIng. Consequently, there are
shortages and uneven supplIes of baSIC drugs and medIcal
supplIes at all levels.

In summary, the programmatic focus of the publIC health
system no longer responds fully to the prIorIty health needs,
partIcularly not In adult and adolescent care. The strong
contInuing maternal and chIld health emphasis does not address
many problems that have evolved from the epIdemIologic and
demographIC tranSItIon underway. It IS not SUIted to meet the
anticipated morbIdIty and mortalIty patterns In the future, nor
IS it effICIently and effectively prOVIding adequate coverage of
even maternal and child health serVIces for hIgh rIsk, low
income, and geographIcally dIspersed populations.

D. SpeCIfIC ConstraInts and Bottlenecks of the PrImary
Health System

In order to enable the Primary Health Care system to
effectIvely function in the short term, the follOWIng specific
constraints and bottlenecks need to be addressed on a priorIty
basis:

1. The unIformly applied "fee-for-servlce"resource
allocation system (FAPEM) gives preference to curative serVIces,
dIstorts the traIning of health personnel, discrIminates against
health educatIon and preventIve care, and theoretIcally
establishes a service cost "ceIling" WhICh turns out to be about
50% of the cost of primary health care. It also does not take
Into conSIderation differential costs of prOVIding services in
the rural versus the urban areas. ThIS has resulted In a
chronIC shortage of personnel, medicines and other Inputs,
Inadequate maIntenance of munIcipal infrastructure, and faIlure
of outreach mechanIsms in rural areas.

2. The abIlIty of munIcipal health organizatIons to
effectIvely Implement admInIstratIve and management
decentralIzatIon efforts has not been unIformly successful due
to varIable technIcal and admInistratIve capaCItIes at the
muniCIpal level, lack of admInIstrative fleXIbIlIty for the use
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of funds from the NatIonal Health Fund (FONASA), the lack of
clear guidelInes for monItorIng the use of funds In accordance
with ministerial norms, and the deterIoratIon of technical
supervIsion withIn the MInIstry of Health and at the level of
the HSA.

3. There IS a current lack of SOCIal and communIty
partICIpatIon In the management of prImary health care serVIce
delivery.

4. The poor morale of health personnel, leading to
rapid turnover and frequent vacanCIes partIcularly In rural
areas, is due to low salarIes at all levels, the absence of a
policy of continuous professional trainIng, the absence of a
career CIVIl service or opportunItIes for profeSSIonal
Improvement, the lack of partIcipation In key deCISIon makIng
and programming efforts affectIng primary health care, and the
poor communIcation mechanIsms WIthIn the clinIcal health team.

5. Access to prImary health serVIces IS Impeded by
limited and unfavorable facilIty hours, Inadequate
Infrastructure in hIgh population density, low Income urban
areas, inadequate rural outreach mechanisms, and InsuffICIent
medIcal staff to cover demand on a dally baSIS.

6. The lack of capaCIty to dIagnose and treat health
problems at the prImary care level gives rIse to numerous
problems, for example, the excessive use of emergency services,
multiple appointments for the same problem, and long delays In
dIagnOSIS and treatment whIle test results are returned from the
secondary or tertIary level. This results in the loss of
confidence in the munIcipal health system;

7. The focus of actIVIties at the prImary level IS
solely on the IndiVIdual and not on the famIly resultIng In
multiple visits, lIttle knowledge of the patIent or his
enVIronment and serVIce provision by multIple practItIoners to a
SIngle patient.

8. The serious mental health problems WhICh afflIct
the population, especially in those sectors with few resources,
are a result of the past systematIC VIolatIon of human rIghts,
grOWIng alcohol and drug abuse problems, and psychosomatIC
illnesses. The PrImary Health Care system IS clogged WIth such
problems, which It does not have the abIlIty to treat; and

9. A network of parallel PVO health serVIces developed
durIng the last fIfteen years In response to gaps In the
prOVIsion of primary health care and other health serVIces.
ThIS network IS not coordinated, IS sometImes duplIcatIve of the
publIC system and IS not being used as effectIvely as It could
be to prOVIde preventIve health care.

•
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E. GOC Strategies for OvercomIng Identified ConstraInts
and Bottlenecks

In order to overcome these IdentIfIed constraints and
bottlenecks, the MOH has developed strategIes keyed to the
constraInts dIscussed above:

1. The health fund resource distribution system
(FAPEM) WIll be adapted to a dual system Including 1) a
"capItatIon system" WIth a dIstributIon of resources on a per
capIta baSIs, indexed by health status (e.g. standardized
mortalIty ratIo), and by the proportIon of famIlIes in extreme
poverty, partIcularly for preventIve servIces and drugs, and 2)
an adJusted "fee-for-servlce" system WhICh takes Into
consIderatIon varIable serVIce delivery costs in urban and rural
areas. To do thIS, addItIonal funds have been requested for
1991.

Primary Care Resources SolIcIted
from the MInistry of HacIenda for 1991

(ChIlean Pesos)

Current fund for prImary care
Supplemental funds - tax reform
Requested budget increase

Total

$ 11,500 mill.
$ 2,400 mIll.
$ 2,800 mill.
$ 16,700 mill.

This permits one to establIsh an average of about
C$l,855 per beneficiary at the munIcIpal primary care level
(discountIng persons affIlIated with the ISAPRES or other
private systems). This is equivalent to US$6.18 per capIta,
WhIch is an Increase of 45% from the present level of about
US$4.25. ThIS Increase and more ratIonal use of the funds would
permit the health system to begin to resolve the problem of
chronic under-funding of the prImary health care level.

2. New Agreements between the SNSS and the
munICIpalitIes currently under negotIation wIth the mayors, wIll
help assure the adequate use and monItorIng of fInancial
resources.

Moreover, a process of training for munIcipal
adminIstratIve personnel WIll be developed. LIkeWIse, the DAPs'
supervIsion and support for local management wIll be Improved.
ComputerIzed systems for prImary care level management,
IncludIng IncorporatIon of computerIzed informatIon systems,
should be Introduced. The feasibilIty of dOIng so WIll be
explored. All these management and traIning efforts WIll
Improve the effICIent use of resources In the MunIcipal
CorporatIons.
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3. SocIal participatIon wIll be attaIned by developIng
SICOS (community systems). They will be formalIzed through the
establishment of Community CounCIls (In cooperation WIth other
Government entIties, such as the MInIstry of the InterIor).

4. The munICIpal health corporations should be
Improved by the creation of a unIversal career CIVIl serVIce In
the muniCIpal system, with progreSSIve advancement levels WhICh
are SImIlar and Interchangeable throughout the country. ThIS
would help reduce competition between munICIpalItIes for health
care personnel with the resultIng rapId turnover and mobIlIty of
providers. The feaSIbilIty of thl~ will be explored.

The Improved motivation of munICIpal health personnel WIll
be reestablIshed In part through a program of traInIng. More
than two hundred workshops for stress management and
partICIpatory dIagnOSIS of problems In the health system WIll be
held in all of the 26 Health SerVIce Areas. ThIS traInIng WIll
be continued durIng four years. The feaSIbIlIty of other
personnel incentIves will be explored.

5. The municipal health serVIce acceSSIbIlity problem
WIll be resolved WIth the gradual extension of serVIce hours
until 9:00 p.m. and WIth the avaIlabIlIty of 24 hour Emergency
PrImary Health Care Centers (SAPU) In the most Isolated sectors
of the CIty. In addition, mobIle health units WIll be
introduced on a short term baSIS in high populatIon denSIty, low
Income urban areas lacking suffICIent Infrastructure untIl
additional clinics can be bUIlt.

6. The capaCIty to resolve problems at the prImary
care level WIll increase with the Improvement of coordInation
WIth the secondary and tertIary levels through the actIon of the
DAPs and the proposed Commissions for Integrated Health, with
adequate financial resources, WIth standardized norms for baSIC
medicines and supplies, and with the development of baSIC
clinIc-based dIagnostic laboratorIes and traInIng of personnel
In theIr use.

7. The change from an IndiVIdual to a famIly focus
will occur through the development of a Family MedICIne
SpeCIalIzation. ThIS experIment WIll be developed first In test
areas where a standardIzed model WIll be developed In accordance
with the results of effIcacy and effICIency analyses for later
replicatIon.

8. Mental health serVIces will be establIshed at
speCIal clInICS In the urban areas In order to address the
grOWIng problems of alcohol and drug abuse, human rIghts
VIolations, and psychosomatIc Illnesses.



- 15 -

9. NGOs will be Incorporated Into the prImary health
care system through Joint delIvery of prImary serVIces with the
munIcIpal sector, or through publIC support for the ongoIng
serVIce delIvery actIvItIes of the NGOs. ThIS serVIce delIvery
model IS considered to be partIcularly applIcable to, for
example, delivery of preventIve educatIon and mental health care
serVIces.

III. Other Donors

ApproxImately $450 mIllIon IS currently beIng proposed by
multIlateral and bIlateral donors In support of the Government
of ChIle's 1990-1995 NatIonal Health Program. Donors Include
the International Bank for ReconstructIon and Development - IBRD
($170-200 mIllIon), the Inter-AmerIcan Development Bank - IDB
($200 mIllion), and the Governments of Germany ($17.5 mIllIon),
France ($25 mIllion), SpaIn ($12 mIllIon), Italy ($10 mIllIon),
and the UnIted States ($10 mIllion).

The IBRD and IDB are currently negotIatIng WIth the
Government of ChIle to determIne the "areas of concentration" of
possIble proJects to be fInanced In parallel by the two
Development Banks. The IBRD proposes to address macro issues
affecting the health sector including: 1) reform of health care
fInancing; 2) Incentives systems for health care personnel;
3) procurement and distribution systems for drug and food
supplementatIon programs; 4) quality control of pharmaceutIcals
and food products for export; 5) strengthening of health
management at the national level; 6) establIshment of JOInt
ventures between public/private instItutions In health care
delIvery; and 7) Innovative programs for environment-related and
women's health problems. AddItIonally, the IBRD proposes to
assist in the development of Integrated health care systems and
physIcal investments In the low-Income areas of metropolItan
SantIago, and the Health Service Areas of Antofagasta and
Llanchipal.

The IDB wIll concentrate on the Improvement of health care
delIvery, management capacIty, and InformatIon and maIntenance
systems at the local level startIng WIth a pIlot proJect In
selected Health ServIce Areas (Iquique, San FelIpe, ValdivIa and
Maule) - Stage I. The IBRD/IDB proJects are slated to begIn in
mld-1991. A follow-on lOB proJect proposed for early 1992 wIll
cover the remaInIng areas not covered by other donors -
stage II. The lOB's current ongoing NatIonal Fund for RegIonal
Development proJect includes $70 mIllIon for the
rehabllitatlon/reconstructlon of health posts, clInIcs, and
Level 3 and 4 hospItals In rural areas.
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The Off1ce of Internat10nal Cooperat1on of the Min1stry of
Health (OCI/MOH) currently 1S negot1at1ng w1th the Governments
of the United States, France, Spa1n, Italy and Germany for funds
totalling US$74.5 mIllIon for the health sector. These funds
are to be disbursed 1n the course of the next three years, and
are In the form both of donations (US$25 mIllIon) and soft
credIts (US$49.5 mIl11on). A more detaIled descrIptIon of these
contrIbutIons follows:

- The US$17.5 millIon in soft credIts from Germany are to
be applIed to the rehabIlItatIon of hospitals In four of
the 26 Health Service Areas (Valparaiso/San Antonio ­
Region V, Concepcion - RegIon vIII, Araucanla - RegIon IX,
and Southeast Metropolitan area of Santiago).

- The Government of Italy IS donating US$lO mIllIon to be
used for a program of Improved comprehensIve medical care
In areas defIned as high rIsk. SpeCIfIcally, thIS donat1on
is to be targeted on the three HSAs of Southeast SantIago,
and Vina del Mar/Qu1llota. This program, complementIng
that of the Government of Germany, wIll bUIld primary
health care centers linked dIrectly to hospItal centers.

- France has offered a US$5 million donatIon to be used for
the purchase of mobile prImary health care unIts for use In
urban areas, and ambulances. In addItion, the French
government IS prOVIdIng US$20 millIon In soft credIts to
improve the medical equipment In hospItals nationWIde.

- Another soft credit of US$12 million from Spain is
intended to complement the French funds, and WIll be used
to buy addItIonal medical eqUIpment and medICIne for all of
Chile's 26 HSAs.

- The United States IS donating US$10 mIllIon to the
Immediate Improvement of PrImary Health Care Program
described In Annex A of thIS document.

The U.S. assistance is designed to lay the early groundwork
for POlICY and institutIonal reforms WhICh WIll be contInued and
expanded WIth the extensive and substantial multIlateral
aSSIstance antICIpated durIng the 1990-1995 perIod. ProJects
with the multilateral banks are not expected to have resources
flOWIng untIl after mId 1991. In the meant1me, fleXIble A.I.D.
ass1stance 1S cr1tlcal to generatIng momentum for dlagnos1ng and
addressing the ImmedIate problems fac1ng the PrImary Health Care
System.
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IV. Program RatIonale

PublIC Interest polls taken shortly before the new
democratIcally elected admInIstratIon of PreSIdent AylwIn took
office in March of this year showed that over 40% of those
polled conSIdered prOVISIon of adequate health serVIces to be
the single most urgent Issue facing the government and the
ChIlean population. In response, the IncomIng administration
formulated a short and medium-term strategy and action plan and
mobIlIzed bIlateral and multIlateral donor aSSIstance in order
to be able to respond ImmedIately to this polItIcal imperatIve
and strongly felt need on the part of the ChIlean constItuency.
As part of thIS effort, PreSIdent AylWIn asked the U.S. Congress
for help In "Jump startIng" the primary health care system and
in prOVIdIng support serVIces to VIctims of human rights
abuses. Congress oblIged, earmarking $10 mIllion In
supplemental approprIatIons for this purpose.

The Government of Chile IS now working WIth the World Bank,
the IDB and several European Governments as well as USAID to
develop external aSSIstance agreements in support of Chile's
1990-1995 NatIonal Health Program. ProJects WIth the
multIlateral banks are not lIkely to have resources flowing
untIl after January 1991 in the case of IDB and summer of 1991
In the case of the World Bank. In the meantime, the Government
of ChIle has allocated a small emergency supplemental to thIS
year's budget and hopes to use more flexible bilateral
assistance, Including U.S. assistance, to prOVIde an immediate
response In trying to resolve the most preSSIng service delivery
constraints, partIcularly at the primary level. In addition,
starting In 199,1 the GOC expects to be able to augment the
normal operating budget of the Health Services System at the
prImary level WIth revenues from recently approved tax Increases.

MultIlateral and bilateral assistance is to be used to
aSSIst in completing the reform of the sector and to augment the
investment budget WhICh has been virtually non-eXIstent over the
past decade. The U.S. assistance is deSIgned to lay the early
groundwork for POlICY and institutIonal reforms WhICh will be
contInued and expanded with the substantial multilateral
aSSIstance comIng on stream over the next year.

A sector program approach to prOVISIon of U.S. aSSIstance
to the Chile health program makes sense for a number of
reasons. The ChIlean Government, acting through the MInIstry of
Health, has a clear plan and IS carefully coordInatIng external
aSSIstance. The plan IS bUIlt on basic, In-depth analyses of
the health sector whIch have been completed over the past two
years and the GOC is takIng a careful analytIcal approach to
proposed changes. ChIle's system of public adminIstratIon IS
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sound and, although Improvements are needed, the public health
services system, in fact, works relatively well in comparison to
other systems In the hemIsphere and particularly In developIng
countrIes throughout the world. Chile has a cadre of very
sophIstIcated human resources in terms of health care plannIng
and service delIvery In the MOH, many of whom have recently
returned to publIC serVIce and, in some cases, to the country
WIth the advent of a democratIcally elected government. There
IS clearly strong polItIcal and technical commItment to this
program for Immediate Improvement of the prImary health care
system, and the technical and administratIve capaCIty to carry
out the proposed reforms. What is needed is addItIonal
finanCIal resources for investment in the reform process.

A sector program approach would give the GOC the
flexibility It needs to effectively coordInate the A.I.D.
resources WIth natIonal resources and WIth those coming from
other external donors. Furthermore, the types of InstItutIonal
reforms contemplated would be strongly facilItated by a sector
program versus a proJect approach. The kInd of speCIal
procedures and detaIled end use monitoring and control reqUIred
In a project tend to set up parallel and artIfICIal mechanIsms
for program ImplementatIon which In thIS case would Interfere
WIth the 1nstitutlonal changes, the pOlicy and plannIng process,
and the development of 1nnovative mechanisms for serVIce
delivery Wh1Ch are the program object1ves. GeneralIzed
subsector support for the pr1mary care level would assure that
the Innovative pIlot serVIce delIvery mechanisms and programs
are consistent w1th and can function effectIvely and effICIently
under the normal operations of the public health serV1ces.
Taking a program approach in a country like ChIle where
implementation capacity and skills are high also would allow the
U.S. Government to support the kInd of thoughtful instItutional
reform process the Chileans want to and need to carry out WIth
A.I.D.'s limited personnel resources In Chile.

v. A.I.D. Sector Assistance Program

In effect, A.I.D. will be buying into the Government of
ChIle's Program for the Immediate Improvement of PrImary Health
Care (PII/PHC) henceforth referred to as "the Program." The
goal, purposes, strategIes, components, and outputs descr1bed
below are derived from the Government of ChIle's descr1ptlon of
the Program conta1ned 1n Annex A.

A. Goal and Purpose

The Program has, w1th1n the goal of Improv1ng the
guallty of Ilfe of the ChIlean population, the follOWIng general
purposes:
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a) To Improve access to primary health care of the
Chilean population, especially the poorest sectors,
located In dispersed rural areas and marginal urban
concentratIons; and

b) To Improve the qualIty of and opportunity for
health care serVIces through an increase In the
capacIty for health care problem resolution at the
prImary level.

B. StrategIes

In order to achieve the stated purposes, the
Implementation of the Government of ChIle's Program will Involve
the use of the followIng strategIes:

1. ExpansIon of the core prImary level health serVIce
actIvitIes of proven effectiveness to areas, such as
Isolated rural populatIons and newer hIgh densIty, low
income urban areas, not now covered by them;

2. Development of Improved management, adminIstratIve,
personnel and resource allocation measures WhICh
facIlItate the ImplementatIon, coordInation, technical
supervIsion, and evaluation of the Primary Health Care
Program;

3. Improvement of the technIcal problem-solving
capacity In PHC centers through provisIon of basIc
laboratory and diagnostIc medical equIpment, traIning,
Increased resource allocation in chronIcally
underfunded municIpalities and Improved coordInatIon
wIth the secondary and tertIary levels;

4. Improvement of access to primary health care
serVIces through the use of extended hours, mobIle
unIts, and the Introduction and use of cooperatIve
public/NGO health service delivery; and,

5. Development of Innovative prImary health care
programs to improve quality for underserved groups
lIke those with mental health problems, the elderly,
adolescents and famIlies, and to Increase preventIve
health care.

C. Structure of the Program

The Government of ChIle's Program has the followIng
components to Implement the strategies descrIbed above:



- 20 -

1. Strengthening Primary Health Care In the Rural Areas ­
this program component WIll include strengthenIng the
superVIsory system In the DIrectorate of PrImary
Health Care In each Health SerVIce Area, traInIng and
motIvatIonal workshops, development of educatIonal
materIals, reVIsed Agreements between the MInistry of
Health and the muniCipalIzed health system,
establishment of communIty counCIls and communIty
support systems, and proviSIon of basic equipment.

2. Studies for Improvement of PlannIng, AdmInistratIon and
SupervisIon -

thIS component will include operatIons research,
speCIal stud1es, and development of an 1nformatlon
system at the primary level to aSSIst w1th design,
implementatIon, monitorIng and evaluatIon of PrImary
Health Care system interventIons in order to Improve
the effectiveness and effIciency of prImary health
service delIvery. Examples of these studIes Include
the following:

- Des1gn and Implementation of a system to obtaIn cost
information at the prImary care level.

- DIagnosis and monItoring of the effICIency of the
health care delivery system at the regIonal Health
Service Area level.

3. Basic Re-eguipment at the PrImary Health Level -
th1S component is des1gned to Improve the capaCIty of
the primary health level faCIlitIes to diagnose and
treat diseases. It 1ncludes efforts to prov1de
standard1zed, baSIC, and technologIcally appropriate
eqUIpment (including laboratory and medical equipment,
and supplies), and to train the auxilIary staff and
prOVIde additIonal staff to adequately and
approprIately use it (including baSIC servic1ng and
ma1ntenance).

4. Incorporat1on of Non-governmental Organizat1ons (NGOs)
1nto the Pr1mary Care System -

th1S component is des1gned to forge a publIc-private
partnership 1n providIng health care serVIces to
populations currently served by NGOs through
development of a Grants/Cooperative Program. The
assistance of NGOs w1ll be sought in order to prOVIde
serV1ces to 1solated or hard-to-reach populat1ons 1n
urban areas WIth a h1gh concentratIon of poverty, and
1n areas where the publIC system IS currently
1nsufflclent.
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5. Development of Innovat1ve Models of Care -
this component 1S des1gned to ass1st with 1mprovement
of the target1ng and access of bas1c or core pr1mary
health care serV1ces (l.e., maternal and ch1ld health
act1v1ties) to at-r1sk populations 1n 1solated rural
or marginal urban areas. It w1ll also ass1st w1th
development and implementation of innovat1ve
preventive health care programs and the reorIentation
of curative health care serV1ces to be more consIstent
with the newer epidemiological profile. Examples of
addItIonal types of programs to be considered include
the followIng:

- Mental health care w1th a focus on commun1ty centers
and treatment for v1ctIms of human rIghts vIolatIons.
- FamIly health care.
- ChronIC dIsease preventIon In adults, emphasiz1ng
the IdentIfIcatIon and treatment of specific groups at
hIgh rIsk, I.e. hypertenSIves.
- Health care for adolescents WIth emphasis on teenage
pregnancy, and alcohol and drug abuse.

6. External TechnIcal ASSIstance -
thIS element is desIgned to support and advise the
MinIstry regardIng the development of suitable program
interventions and other monItorIng/evaluation and
system management actIvities.

D. Program Outputs

The GOC' S Program will achieve the follOWIng Institutional
and policy reforms aimed at imprOVIng the effICIency and
effect1veness of health care service delivery at the primary
care level by the end of December 1992.

1. Strengthening Primary Health Care (PHC) In PrIority
Rural and Urban Communities AccompanIed by the Improvement
of AdmInIstrative and SuperVIsory Capacity of PHC

ReestablIshment and reinforcement of a functIonal system
of technIcal superVIsIon of the muniCIpalized pr1mary care
system by the Directorates of Pr1mary Health Care (DAPs) In each
Health ServIce Area includIng:

- DAPs reconstituted and aSSIgned personnel, vehicles,
operatIng expenses and tra1n1ng resources;

- New Agreements signed between the Health SerVIce
Areas and the local Mayors Wh1Ch Include agreements on specif1c
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PrImary Health Care actIvitIes and superVIsory responsIbIlItIes
to be carried out; and

- Personnel of DAPs and munICIpalIzed PrImary Health
Care system trained In ImplementatIon of superVIsory system.

EstablIshment of a new system for resource allocatIon for
the Primary Health Care system IncludIng:

- Studies of actual costs of each type of prImary care
service completed in a representatIve sample of PrImary Health
Care centers in small urban and metropolItan populations.

A Management Information System (MIS) for the PrImary
Health Care level designed, tested, and Implemented in prIorIty
Health Service Areas in order to prOVIde accurate and tImely
data to support plannIng and management, the new superVIsory
role of the DAPs, and resource allocatIon deciSIons.

Morale of munIcipalized PrImary Health Care personnel
Improved through:

- CompletIon of motivatIonal trainIng;

- Completion of feasibilIty studIes on the potentIal
for establIshIng a career CIvil service for PrImary Health Care
workers in the muniCIpalities; and

- Adequate equipment and supplIes avaIlable so that
personnel can perform their duties.

2. Improvement of Technical Problem-SolvIng CapaCIty in
Primary Health Care (PHC) Centers

BaSIC dIagnostic equipment avaIlable and basic dIagnostIc
laboratorIes establIshed and eqUIpped in priorIty PrImary Health
Care areas.

Design, testIng, and implementation of technIcal traInIng
for PrImary Health Care personnel in the priorIty areas In the
use and maintenance of basic dIagnostIc equipment.

3. Improved Access to Primary Health Care (PHC)

CompIlatIon of a lISt of NGOs prOVIdIng parallel PHC
serVIces; development of an instrument to accredit, select, and
contract NGOs to provide PHC serVIces In cooperatIon WIth both
HSAs and the munICIpalIties.

Pilot programs for PHC serVIce delIvery by selected NGOs
establIshed and tested In priorIty urban areas.
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ThIrteen planned 24-Hour Emergency ServIces (SAPUs)
establIshed and pIlot tested for effectIveness and effIcIency In
low-Income urban areas; completIon of a model for expansIon of
SAPUs to addItIonal consultorlos.

An addItIonal (third) ShIft establIshed in at least 38
prIorIty PHC centers; evaluatIon of the model for expansIon to
addItional consultorlos.

4. InnovatIve Programs In PrImary Health Care

A pIlot mental health program desIgned, Implemented and
tested; establIshment of a network of communIty-based mental
health centers.

An evaluation completed of the ongOIng UnIversity
affIlIated pIlot traInIng program for FamIly Health
PractItIoners; extension of thIS traInIng to actual PrImary
Health Care serVIce delivery.

A pilot serVIce delIvery model for carIng for the elderly,
IncludIng chronIC dIsease monItorIng, developed and tested; a
refIned model for elderly care approved for use and replication
In the PHC system.

Community Health Councils and communIty support systems
(SICOS) establIshed and operating In at least 80% of the
priority municipalIties.

E. Program Inputs and Budget

The grant IS organized Into three parts:
1) dollar disbursement (cash transfer), 2) local currency
equIvalent to the dollar transfer, and 3) dollar funded
technical assistance project includIng provisions for
evaluatIon, program coordInation, and audIt and financial
reVIews.

1. Dollar Disbursement - Cash Transfer

Dollar dIsbursements to the Grantee wIll be made In
tranches, on satIsfaction of condItIons precedent. The
condItIons precedent define a series of POlICY and instItutIonal
reform measures to be undertaken by the Grantee. The
performance benchmarks are defIned In detaIl In SectIon V.F.
(Benchmarks) of thIS document. Procedures for dollar
dIsbursement are descrIbed In Section VI.B. U.S. foreign
exchange will be used to fInance either public or prIvate sector
Imports from the USA destIned for the health sector.
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2. Local Currency Program

The Grantee will deposIt local currency, equIvalent In
value to dollar dIsbursements, In a separate SpecIal Local
Currency Account. The fund thus created wIll help finance
addItIonal costs of developIng and restructurIng of the PrImary
Health Care system. Recurrent costs for the restructured
systems In the Health ServIce Areas and munICIpalItIes would be
included In the normal munIcipal health system budgets after the
InitIal investments are made. The Program local currency wIll
support implementation of the policy and Institutional reform
objectives of the Program described above. For example, local
currency will be used to support development and execution of
traIning activitIes and materIals reqUIred to upgrade the
supervisIon, Information and fInancial management systems, and
case resolutIon capabilIty at the prImary level of health care
delIvery serVIces.

3. Dollar Funded TechnIcal Assistance and
Evaluation

TechnIcal aSSIstance will be programmed in such areas as
operations research, cost analysIs, management information
systems, health care fInancing, procurement, and health systems
management to assist the Government to carry out the POlICY
reform and institutional strengthening program of the grant.
Details of the proposed TechnIcal Assistance ProJect
requirements and management are Identified in Annex G.

There wIll be a final evaluation prior to program
termInation. The EvaluatIon component of the program will be
managed directly by USAID. All activities under this component
will be planned and carried out WIth full collaboratIon of the
Government of ChIle/MinIstry of Health, uSIng procedures
established with the Government.

The TechnIcal ASSIstance ProJect will prOVIde the serVIces
of a technical consultant to develop an evaluatIon methodology
and aSSIst with implementatIon, If necessary. Also, the final
evaluatIon wIll be a descrIptIve report based on technIcal
InformatIon prOVIded by the MOH In documents submitted to the
A.I.D. RepresentatIve/ChIle for the semI-annual reports. (Refer
to SectIon VI.C. MonItorIng and Reporting)

4. AudItS and Financial Reviews

AudIts and fInancial reVIews will be phased to prOVIde
assurance that procedures and controls are effective In theIr
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applicatlon durlng lmplementatlon as well as annual compllance
verlflcatlons. The tlmlng and content of the audlts and
flnanclal reVlews are descrlbed ln more detall ln Sectlon VI.E.
(Audlt Plan and Flnanclal Revlew).

Summary Budget - AID Inputs
($000)

Cash Transfer and Equlvalent Local 9,300
Currency Program

Dollar ProJect* 700
Technlcal Asslstance (500)

(lncludlng evaluations)
Program Support (Prog Coord) (100)
Audits/Flnanclal Reviews (100)

Total $10,000

* - Refer to Annex G - TechnIcal AssIstance ProJect ­
for a complete descrIption of the components.

F. Benchmarks and Condltions Precedent to Disbursement

The followIng lS a llst of benchmarks or measures of
progress In the lmplementatlon of the instltutlonal and POllCY
reforms of the Program for the Immediate Improvement of Primary
Health Care. Dlsbursements are based on two tranches, initlal
and flnal, of which the fIrst IS expected to be the most
slgnlflcant. Dlsbursements are to be US$5.8 mlillon and
US$3.5 mlillon respectlvely, wIth the remalnlng US$700,000 to be
reserved for TechnIcal Asslstance, Program Support, and
Audlts/Flnancial ReVlew (as descrIbed in Annex G).

Inltlal DIsbursement

- New Agreements wIll be signed between the Health
SerVIce Areas (HSAs) and Mayors In at least 85% of the
prIorIty 104 rural and 24 urban munICIpalItIes. These
Agreements wlll reflect the agreement between these
authorltles and the MOH on the goals to be achIeved
wlth the Increased fundIng avaIlable for PrImary
Health Care.
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- Establishment of at least 11 of the 13 24-Hour
Emergency ServIces planned for selected urban
consultorios In the fIrst phase of the Program. Such
serVIces WIll provIde previously unavaIlable emergency
health care In underserved areas, reducIng congestIon
both In the consultorios' regular dally hours as well
as In the local hospItal emergency room.

- ExtenSIon of hours In 100% of the 38 consultorios
selected to include as third ShIft durIng the fIrst
phase of the Program. These extended hours wIll allow
greater access to prImary health care services by the
workIng publIC.

- HirIng of at least 50% of the 28 addItIonal medIcal
professIonals planned for the first phase of the
Program In order to strengthen the technIcal
supervIsory capacIty of the DIrectorates of PrImary
Care (DAPs) of the 18 Health ServIce Areas (HSAs)
WhICh contaIn the 104 prIorIty rural munIcIpalItIes.

Final DIsbursement

The fInal dIsbursement of US$3.5 million WIll be made
approxImately 12 months after the InItIal disbursement. PrIor
to release of the fInal disbursement, a JOInt reVIew WIll be
held by USAID/Chi1e and the MOH to discuss the status of the
Program and to determine whether substantIal progress has been
made towards achIevement of the InstitutIonal and POlICY reforms
aImed at Improving the efficIency and effectIveness of health
care delIvery at the prImary level.

The MOH will prepare a formal descrIptIve report for USAID/ChIle
WhICh discusses these achIevements and the status of the
Program. The Program Outputs or End of ProJect Status (EOPS),
as Identified in Section V.D. (Program Outputs) of thIS
document, will serve as gUIdelInes for reVIew of the Program and
provIde an outline of the descrIptive report.

VI. Program ImplementatIon and Management

The MOH, through its semi-autonomous Health ServIce Areas,
wIll be the lead ChIlean agency responsible for program
Implementation. Agreements or contracts wIth other Implementing
entItles includIng munIcIpalItIes, unIversItIes, NGOs and
prIvate for-profIt companies will be made through the MOH.
ImplementatIon of the cash transfer foreIgn exchange component
wIll be through BANESTADO, a subsidIary of the Banco del Estado
of Chile, In cooperation with the Ministry of Health. A.I.D.
wIll cooperate wIth the MOH In ImplementIng the foreIgn exchange
technical assistance component of the Program.
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Management responsIbIlItIes for the Program eXIst at
several levels, under three maIn categorIes: POlICY and
InstItutIonal reform, dollar cash transfer and the local
currency program. For the fIrst tranche, U.S. dollars will be
dIsbursed to the GOC upon achIevement of agreed upon
InstItutIonal and pOlICY benchmarks necessary In the reform of
the PrImary Health Care system. For the second tranche, dollars
WIll be dIsbursed after a JOInt review has determined that the
MOH has made substantial progress In ImplementIng the Program.
U.S. dollars WIll be applIed to fInance publIC or private sector
Imports from the U.S., destIned for the health sector. The
local currency equivalent to the U.S. dollar dIsbursements will
be used by the MOH to effect reforms In the PrImary Health Care
system.

A. ImplementatIon of POlICY and InstItutIonal Reform
Program

1. Government of ChIle
The MOH WIll take the lead for the GOC In coordInatIng and

managIng ImplementatIon of the institutIonal and pOlICy reform
component of the program. SInce many of these reforms WIll be
Implemented through the munICIpalized primary health care
system, the MOH WIll be responsible for coordInatIng the program
at all levels: central, regIonal and munICIpal.

WIthIn the MOH, the Department of Primary Care under the
Department of Planning and Budget, in coordInatIon WIth the
OffIce of International Cooperation, will have prinCIpal
responSIbIlIty for overseeIng and coordInatIng the pOlICY and
InstItutIonal reform components of the program.

The MOH WIll have the follOWIng responSIbIlItIes:

- MonItorIng and evaluatIon of the program of InstItutIonal
and POlICY reformsj

- CarryIng out or ensuring the Implementation of the
necessary studIes, assessments, pilot actIVIties, semInars,
workshops and traIning actIVItIes and purchase of commodItIes
and supplies aImed at achIeving the intended policy and
InstitutIonal reformsj

- Ensuring or coordInatIng the Issuance of necessary
admInistratIve acts or legal agreements necessary for pOlICy
InstItutIonal reform implementation from approprIate MInIstries
or AgencleSj

- CoordInatIng reVIews and evaluations of the pOlICY and
InstItutIonal reform programj
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- IdentIfyIng requIred external technIcal aSSIstance and
coordInatIng WIth USAID/ChIle to obtaIn the aSSIstance; and

- ReportIng to USAID/ChIle on program progress and results.

2. USAID

The USAID Representative, with support from hIS FSN and/or
PSC staff and LAC Bureau USDH support staff (specifIcally
LAC/DR/HPN) will be responSIble for:

- Monitoring the POlICY and InstItutIonal reform program
and preparIng report(s) for A.I.D./Washlngton as requIred under
thIS program;

- PreparIng and reVIewing with the GOC any changes or
reVISIons In the Grant Agreement;

- CoordInatIng and managIng requests for external technIcal
aSSIstance to be supplIed through bUy-Ins to Central AID/W or
LAC/RegIonal contracts; and

CoordInatIng and carrying out the necessary reVIews,
evaluatIons/audIts to ensure that the agreed upon instItutIonal
and POlICY reforms have been properly Implemented. Assistance
from LAC/DR/HPN In the verIfIcation of the benchmarks may be
reqUIred.

B. Dollar Transfer and Local Currency Procedures and
Management

The GOe's management of foreIgn exchange WIthIn the
fInanCIal system IS relatIvely open and "hands-off," compared to
other developIng countries. Under this system, commerCIal banks
are allowed to hold dollars, but sell dollars exceedIng certaIn
establIshed lImIts to other banks or the Central Bank of ChIle.
If banks need dollars, they buy from each other or from Central
Bank, as long as the amounts WhICh they hold do not exceed the
lImits establIshed by Central Bank. Thus, Central Bank controls
the volume of foreIgn exchange In the economy. Central Bank can
also Influence the exchange rate by determInIng the rate at
WhICh it sells dollars. The management and procedures of
dollars and local currency takes thIS foreIgn exchange
management system Into account.

As descrIbed preVIously, dollars will be released in two
tranches, the fIrst upon satIsfactIon of condItIons precedent to
dIsbursement, includIng benchmarks of performance, and the
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second upon determination that reasonable and substantial
progress has been made In the implementation of the Program.
Disbursement of the second tranche is expected to take place 12
months after the fIrst dIsbursement. Dollars will be disbursed
Into a separate, segregated interest-bearing account at
BANESTADO (the agent bank), a SubsIdiary of Banco del Estado of
Chile. Dollars in the separate account wIll earn interest until
they are released as described below.

The U.S. dollar funds will be used to finance health
related Imports from the U.S., with the exceptIon of
pharmaceutIcals since pharmaceuticals would requIre advance FDA
approval In order to guarantee quality assurance. In order to
mInImize the A.I.D. RepresentatIve's management burden and to
simplify procedures for the Government of ChIle (GOC) , dollars
wIll be used to finance imports on a reimbursable basIs. Only
those expendItures for imports made after the date of the
Program Agreement shall be deemed eligible for reimbursement.
The MOH wIll be able to obtaIn supportIng documentatIon for
Import transactions such as invoices, bills of ladIng, etc.,
from commercial banks to support transactions.

Accordingly, release of funds from the separate dollar
account will occur after documentation for imports has been
gathered by the MOH and verIfied by A.I.D. and after
instructions to release the funds are relayed to BANESTADO.
BANESTADO WIll exchange the released dollars for pesos WhICh
will be placed In the special Peso account, also at BANESTADO.
BANESTADO wIll, In effect, buy the pesos on the open market,
from commercial banks, at the highest rate WhICh IS not
unlawful.

The special peso account will also be separate, I.e. WIll
contaIn only Pesos equIvalent to the amount of dollars released
from the separate dollar account and the interest earned
thereon, since the special peso account will also be interest
bearIng. As needed and consIstent with the budgetary process
and GOC funds control, pesos will be released to the MOH's
normal accounts for prImary health care, and will be commIngled
wIth other GOC funds for the Program. A.I.D. wIll arrange for a
fInancial assessment of the system for managing the local
currency prIor to the first disbursement of pesos from the
Special Account.

1. Procedures for the Separate Dollar Account

a. The GOC wIll establish a separate U.S. dollar account
in BANESTADO of Chile, containing only dollars disbursed by
A.I.D. for thIS program. ThIS WIll be an interest bearing
account. Dollars will earn interest up to the time that
they are released from the separate account.
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b. Upon the GOC meeting condItIons precedent to
dIsbursement (includIng benchmarks) for the fIrst tranche,
and a determinatIon that substantial progress has been
achieved In the program for the second tranche, A.I.D. wIll
dIsburse dollars to the Central Bank of ChIle WhICh WIll
transfer the funds within 48 hours into the separate dollar
account.

c. The MOH will review documentatIon eVIdencing health
imports, the suppliers' invoices of WhICh are dated on or
after the date of the program agreement. Imports can be
either public or private sector. Lists of IndIvidual
transactions of health related imports from the U.S. WIll
be backed up by invoices, bills of ladIng, etc. Imports of
pharmaceutIcals will not be eligible for reImbursement.
Nor will other Items prohIbited by the U.S. ForeIgn
ASSIstance Act (mIlitary items, abortIon eqUIpment, etc.).
The MOH will present a report to A.I.D. statIng that proper
documentation of eligible Imports has been collected and IS
available for A.I.D. review.

d. Once documentation is presented to and verIfIed by
A.I.D., A.I.D. WIll issue a Project ImplementatIon Letter
authorizing release of dollars from the Separate Account In
an amount equal to the amount of imports verIfIed. MOH
will then Instruct BANESTADO to release the funds and

_exchange (sell) them for local currency on the open market
to commercIal banks, at the hIghest exchange rate WhICh IS
not unlawful.

e. BANESTADO will submit monthly reports to A.I.D. and MOH
summariZIng dollar account transactIons.

f. To compensate for Import transactIons found to be
inelIgIble through audit, or any other post-examinatIon,
the GOC will either immediately present documentatIon for
other elIgIble Imports or re-deposlt Into the separate
account any amounts, in dollars, equivalent to erroneous
payments, untIl acceptable documentatIon for elIgIble
imports can be presented.

2. Procedures for Special Local Currency (Peso) Account

a. The GOC will establish a segregated, special peso
account In the name of the MInistry of Public Health, WhICh
will contaIn only those pesos equivalent to dIsbursement of
dollar tranches and earned interest, as descrIbed above.

b. The speCIal account WIll be interest bearIng and WIll
be at BANESTADO.

c. As descrIbed above, once Import transactIons are
accepted and dollars are released from the separate dollar
account, BANESTADO WIll exchange the dollars for pesos in
the banking system and place the pesos Into the peso
special account.

•
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d. As funds are needed for the Program, they will be
dIsbursed out of the specIal peso account into the MOH's
normal accounts for the Program. At thIS pOInt, funds from
the specIal peso account wIll be commIngled wIth the MOH's
normal budgetary resources and possIbly resources from
other donors.

e. MOH will provIde fInanCIal reports to A.I.D. on a
monthly basIs. Such reports will eVIdence all transactIons
In the local currency account and wIll provide suffICIent
documentatIon to demonstrate that funds from the specIal
account have been deposIted Into the MOH's accounts for the
Program.

f. Such fInancIal reports wIll be in addItIon to
BANESTADO's monthly reports on the specIal peso account and
technIcal reports demonstratIng progress agaInst planned
outputs. The fInancIal reports wIll demonstrate progress
In fInancIal IndIcators which demonstrate that funds
provIded from the specIal account have Increased the MOH's
budget for the Program by certain increments or percentages.

C. MonItoring and Reporting

The monItorIng of ImplementatIon under thIS sector
assIstance program Includes: 1) monItoring the InstItutIonal and
pOlICY reform program, and 2) monItoring the foreIgn exchange
and local currency program.

1. MonItoring of InstItutIonal and POlICY Reform

a. Ministry of Health

The OffIce of InternatIonal CooperatIon (OIC) In the MOH
WIll be responsIble for monItorIng and reportIng on progress (or
problems) toward the ImplementatIon of the InstItutIonal and
POlICY reforms. To accomplIsh thIS, the MOH will contract a
program coordInator wIth funds from the TechnIcal AssIstance
ProJect. The coordInator's dutIes and responsIbIlItIes wIll be
agreed upon by the MOH and USAID/Chlle. (Refer to Annex G.II.
for detaIls).

SemI-annual reports and Joint reVIews of the Program wIll
be requIred. The OIC, in collaboration wIth the Department of
PrImary Health Care, wIll have the maIn tasks of monItorIng and
evaluatIng the "performance" and monitorIng the "Impact" of the
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institutional and POlICY changes (refer to SectIon VII. MOH
MonitorIng/EvaluatIon System). ThIS will be carrIed out as
follows:

- IdentIfy relevant data to be used In the evaluation and
determinatIon of progress made In the implementatIon of the
InstItutIonal and POlICY reform program aImed at ImprOVIng
prImary health care serVIces;

- Collect the data IdentIfied above;

- Assist the Department of PrImary Care In the analysis of
the data, in the preparation of necessary reports to be used In
the review, assessment, and determInation of whether the
conditions precedent related to InstItutIonal and policy reforms
have been satIsfactorIly met;

- ASSISt the Department of PrImary Care to prepare terms of
reference of the various studIes, assessments, pIlot InnovatIve
serVIce delIvery actIVItIes, workshops, traInIng and other
actIvitIes reqUIred to achIeve the deSIred InstItutIonal and
POlICY reforms;

- PrOVIde continuing analySIS and evaluatIon of the effects
of InstitutIonal and policy changes on resource allocatIon,
government fInance, organizational and service delIvery
efficiency and effectIveness, user satIsfactIon and health
status;

- Make recommendatIons, based on analYSIS and evaluatIon,
as to the need to modIfy the InstitutIonal and POlICY reforms to
mitIgate any unforeseen negatIve effects of the changes;

CoordInate and aSSIst other entItles Involved In the
reform program; and

Prepare reqUIred reports for both the Government of
ChIle and USAID.

b. USAID

The A.I.D. Representative In Chile WIll carry out A.I.D. 's
ongoing monitorIng and reVIew responSIbIlItIes for the program
and WIll be responSIble for reportIng to AID/Wand other parts
of A.I.D. on progress in Implementing the prImary care
InstItutIonal and policy reform program.

However, the MOH WIll assume the maJor share of the
monItoring responSIbilities, espeCIally through the Program
CoordInator to be hIred WIth TechnIcal Assistance ProJect funds
(refer to Annex G. SectIon II). Technical aSSIstance



- 33 -

arrangements wIll provIde technIcal backstoppIng for USAID and
assIst WIth monItoring of the Program's progress.

C. JOInt ReVIews

Semi-annual reVIews between the Government of ChIle and the
USAID Representative and his staff, wIth assIstance from
WashIngton and the USAID/Peru controller, wIll be held to
dISCUSS the progress made or problems encountered In the
Program. The fIrst reVIew WIll provIde the basIs for
determinIng subsequent dIsbursements of funds under this grant.
SemI-annual reviews will also provide an opportunity to make
necessary adJustments or to correct any errors made during the
desIgn or ImplementatIon of the program.

The AID RepresentatIve, wIth AID/W assIstance mentIoned
above and the MOH's OffIce of InternatIonal CoordinatIon wIll
make the determInatIon as to whether necessary condItIons
precedent for subsequent dollar dIsbursements have been met or
whether modIfIcatIons of InstItutional and POlICY reform targets
are needed. AID/W WIll be Informed of the deCISIon wIth
necessary documentation to support the decisIon. Any decISIon
InvolvIng substantive modIfIcations of the program will be
deferred to the LAC Bureau.

d. Reports

Initial Disbursement -
The MOH wIll prepare a formal descriptIve report with
supportIng documentatIon for USAID which WIll present the
status/achievement of the maJor benchmarks IdentIfIed In
SectIon V.F. (Benchmarks and CondItIons Precedent) of this
document.

SemI-annual -
The MOH wIll prepare 4 (four) descrIptive reports at SIX
month Intervals for presentatIon to USAID/Chlle WhIch
dISCUSS the achIevements and status of the Program for the
Immediate Improvement of PrImary Health Care. The Program
Outputs/End of ProJect Status (EOPS) as speCIfIed In
SectIon V.D. (Program Outputs) of thIS document, WIll serve
as a basis for review of the Program and prOVIde the
parameters for the descrIptive reports. The reports WIll
be reVIewed in the semI-annual meetings between MOH and
USAID.

The fInal semI-annual report WIll serve as the fInal
evaluatIon document. In addItIon to presenting an
assessment of achIevement of the End of ProJect Status
(EOPS) as specifIed In Section V.D., the MOH WIll also
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present Information regardIng Impact at the program level
as descrIbed In SectIon VII (MOH MonItorIng/EvaluatIon
System). TechnIcal consultants wIll aSSIst the MOH WIth
preparatIon of a SImple and qUIck methodology for
"evaluatIng" the Program and establishIng the status of
achIevements by end of program (December 1992).

Final DIsbursement -
The MOH WIll prepare a formal descrIptIve report WIth
supportIng documentation for USAID/Chlle approxImately 12
months after the Initial Disbursement Report. The report
will dISCUSS the achIevements and the status of the Program
based on Program Outputs/EOPS. This FInal DIsbursement
Report may fullfIl the reqUIrement for preparation of the
fIrst or second semi-annual report.

A Joint reVIew between USAID and the MOH WIll be held to
dISCUSS the status of the Program and to determIne whether
substantIal progress has been made towards achIevement of
the InstItutIonal and POlICY reforms aimed at ImprOVIng the
effICIency and effectIveness of health care delIvery at the
prImary care level.

2. Monitoring of Foreign Exchange and Local Currency

a. MinIstry of Health

As described above In Section B, Dollar Transfer and Local
Currency Procedures and Management, once condItions are met and
dollars are disbursed by the U.S. Treasury through the Central
Bank of Chile and to the separate account In BANESTADO, the MOH
WIll take charge of the process of gettIng dollars released from
the separate dollar account. The MOH WIll receIve Import
documentation from the commerCIal banks, aggregate such
documentatIon and pass It to A.I.D. for final valIdatIon. After
documentatIon IS valIdated and dollars can be released, the
agent bank WIll buy pesos from commerCIal banks and place them
In the speCial peso account.

MOH WIll prepare monthly reports on the dollar
transactions, until such tIme as the full dollar transfer has
been made. Such reports WIll contaIn the follOWIng: 1) a
summary of the current month's requests for dollar transfer by
elIgIble ChIlean custom codes; 2) a status of transfers to-date
by custom code and separated Into publIC and prIvate sector
amounts; 3) IdentIfIcatIon of the bankIng instItutIons fInanCing
elIgIble Imports, IncludIng Information on custom codes and
dates of elIgIble transactIons current month, and 4) an Itemized
accountIng of depOSIts made to the dollar SpeCIal Account as
well as withdrawals for the purpose of buying local currency for
depOSIt Into the host country owned local currency SpeCIal
Account.
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The Information wIll be maIntaIned on a monthly basis and
wIll be submItted to A.I.D.

On the local currency sIde, the peso account wIll be
maIntaIned at BANESTADO WhICh wIll receIve orders from the MOH
to dIsburse pesos to MOH current accounts for prImary health
care. BANESTADO wIll be responsIble for provIdIng approprIate
documentatIon to A.I.D. eVIdencIng the wIthdrawal of funds from
the SpecIal Account and the deposIt of funds to the MOH's normal
account for PrImary Health Care. AgaIn, reports will be
prepared on a monthly basIs, and will contaIn the followIng
InformatIon:

1) a summary of the current month host country owned local
currency deposIts to the Special Account IndicatIng the
date of deposIt, supported by eVIdence of the sale of
dollars released from the dollar SpecIal Account at the
highest rate of exchange legally available from the sale on
the commercIal money market; and

2) a summary of the host country owned local currency
wIthdrawals from the Special Account and eVIdence of the
transfer to the MOH account for the PrImary Health Care
Program.

b. USAID

The OffIce of the A.I.D. RepresentatIve/ Chile wIll be
responsible for valIdating the Import documentatIon releasIng
the dollars from the separate account. The office of the A.I.D.
RepresentatIve will also reVIew, provide feedback and accept the
monthly reports descrIbed above.

The Import documentatIon, as well as monthly reports wIll
be subJect to post review by the Controller's OffIce, USAID/Lima
as well as Independent audItors described under SectIon VI.E.
Audit Plan and FInancial RevIew. The LAC Bureau wIll not have a
role In the reVIew of financIal documentatIon and reports, but
wIll particIpate In technical reviews, as requested by
USAID/ChIle.

D. ImplementatIon Plan

1. InstItutional and POlICY Reform:

The InstItutIonal and POlICY reform implementatIon schedule
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is provided below wIth the assumptIon that the sector assIstance
program WIll have been authorIzed In November 1990.

Action

Grant Agreement sIgned
TechnIcal ASSIstance Project authorIzed
Benchmarks for InItIal Tranche submItted
JOInt meeting held to dISCUSS achIevements

Phase I Technical Assistance visit
Program CoordInator identIfied and hired

Phase I TechnIcal Assistance -
Plan of Action presented and reviewed
by MOH and USAID

Phase II TechnIcal Assistance -
PIO/Ts prepared by USAID for bUy-Ins to
central AID/W projects

Phase II TechnIcal Assistance
buy-ins completed by USAID

SemI-annual Report submitted by MOH
Joint MOH/USAID review held

FInal Tranche prepared,
semi-annual Report submitted by MOH
and JOInt review held to discuss progress

SemI-annual Report submitted by MOH
JOInt revIew held to discuss progress

FInal EvaluatIon completed
Final Program Report submItted
Joint reVIew held to dISCUSS EOPS

End of Program

Date

December 1990

December 1990

January 1991

January 1991

February 1991

June 1991

December 1991

May 1992

December 1992

December 1992­
January 1993

2. Dollar and Local Currency ImplementatIon

The dollar and local currency ImplementatIon plan IS
presented below:

Action

FInancIal AnalysIs of dollar
and local currency management system

Date

Dec. 1990
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First DIsbursement of Dollars to
Separate Account

ConditIons Precedent for fIrst tranche
met

PresentatIon of Import documentatIon
to release dollars

Dollars released, converted to Pesos
and put Into non-commIngled specIal account

early
Dec. 1990

Dec. 1990

Jan. 1991

Jan./Feb.
1991

Pesos wIthdrawn from specIal account
and enter MOH account, as needed

begIn Feb. 1991,
contInuIng

First monthly financial reports presented end of
to A.I.D. Feb. 1991

CPA fIrm conducts financIal review

As above, fInal tranche of dollars
dIsbursed, after JOInt revIew of progress

June 1991

Dec. 1991

Dollars released, converted to Pesos Dec/Jan.
and put into non-commIngled special account 1991

Pesos wIthdrawn from specIal account
and enter MOH account, as needed

CPA fIrm does complete audit after
fIrst year of program

CPA fIrm conducts financIal reVIew

CPA fIrm does complete audit after
second year of program

E. AudIt and FInancIal Review Plan

begIn June 1991,
contInuing

Jan. 1992

June 1992

Jan. 1993

Contracted audIts and fInancIal reviews WIll be performed
by an independent CPA fIrm(s) and will be phased to provIde
assurance that procedures and controls are effectIve in theIr
applIcation durIng ImplementatIon. Annual complIance
ver1f1cations w1l1 be 1ncluded. Financ1al assessments w1ll be
undertaken at the 1ncept1on of the program to prov1de f1nanc1al
analyses of the ent1ty managing the dollar separate and local
currency spec1al accounts and of the MOH. A covenant in the
grant agreement wIll assure that any recommendations result1ng
from the fInancIal analysis wIll be Implemented.
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The fIrst Non-Federal AudIt by a CPA fIrm will be performed
at the end of the first year of operatIons, which WIll encompass
the dollar transfers. The audIt wIll examIne ImplementatIon of
recommendations of the FIrst FInancIal Review. A follow-on
fInancIal review WIll be scheduled shortly thereafter to assure
the effectIve application of any necessary remedIal actIons.
FInally, a program close-out, Non-Federal AudIt wIll be
performed to COIncIde wIth the fInal program evaluatIon.

All of the flnancial reviews and Non-Federal AudltS wlll be
contracted by A.I.D. and will be performed by CPA fIrms In
accordance with establlshed crlterla, includIng General
Accounting Office and Generally Accepted AudIting Standards.
Funding WIll be provided by the Grant (refer to Annex G. Sectlon
III.); the scopes of work for the financIal reVIews and
Non-Federal AudIts WIll be developed and competed accordIng to
standard RegIonal Inspector General (RIG) procedures.

VII. MInIstry of Public Health MonitorIng and EvaluatIon
System

An InformatIon system WhICh establIshes a monItorIng and
evaluatIon process for both the Program for ImmedIate
Improvement of Prlmary Health Care and the GOC's overall PHC
program should have the followIng characterIstics: be
formatIve, continuous, adapted to the obJectIves of the Program,
partIcIpatIve, and specially sUlted to development of local
health systems.

As a base, a monitoring and evaluatIon plan WIll be
introduced which is appropriate for the Program for ImmedIate
Improvement of prImary Health Care. ThIS plan WIll be
established wIth the followIng obJectIves:

General ObJectives:
- To design and implement a baselIne study that
describes the actual conditions of PrImary Care and
WhlCh WIll permit annual monItorIng and evaluatIon of
the sector actIvitIes; and

- To develop an ongoIng monItorIng and evaluatIon
system for Primary Care WhICh WIll be useful In
developIng plans of action for the dIfferent levels of
health care.

SpecIfIc ObJectIves:
- To define related indIcators WhICh permIt the
monItorIng of the qualIty of PrImary Care;

- To carry out a dIagnosIs of the problems of the
PrImary Care sItuatIon;

- To promote the JOInt participation of the relevant
sectors wIth the purpose of working out a dIagnosIS of
the problems;
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- To IdentIfy the prIncipal problems which are the
obstacles to normal delIvery of PrImary Care;

- To Incorporate monItorIng and evaluatIon as
permanent actIvities in the different levels of
PrImary Care; and

- To develop a process of formative evaluatIon.

In connectIon WIth the Department of PrImary Care, the
monItorIng and evaluatIon process wIll provIde useful
InformatIon relatIve to the following aspects: coverage,
Impact, resources, access, and outcome. In addItion, it IS
Important to measure the degree of user satIsfactIon wIth the
PrImary Care Services, which may be reflected In the degree of
communIty particIpation In health.

Some of the IndIcators that may be used to monItor and
evaluate the actual status of the Program are as follows:

- Resources -
total health expendItures of the population;
pharmaceutical expenditures per InhabItant; annual
doctor hours per InhabItant; annual patIent hours per
Inhabitant; auxIlIary personnel hours per InhabItant
(these indIcators wIll be analyzed at the community
level).

- Coverage -
hypertensIon, diabetes, alcoholIsm and epilepsy
program coverage; Immunization program coverage;
screenIng for uterIne cancer coverage; percentage of
pregnant women who attend prenatal care durIng
pregnancy (these indicators wIll be analyzed at the
communIty level).

- Impact -
Infant mortalIty and general mortalIty rates;
princIpal causes of death; princIpal causes of
morbIdIty; IncIdence of infectIous dIseases; annual
number of medIcal consultations per InhabItant
(IndIcators at the health serVIce level).

- Access -
the number of persons denied service In relatIon to
the number of persons seekIng service; number of
emergency serVIce consultations versus the total
number of consultatIons at the prImary level; the
number of emergency service consultatIons for
non-emergency care versus total number of emergency
serVIce consultatIons (indicators at the health
serVIce level).
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- Outcome -
number of referrals per 100 consultatIons; number of
laboratory examInatIons per 100 consultatIons; waItIng
tIme for referrals and counter-referrals; waItIng tIme
for major laboratory tests (Indicators at the
communIty level).

- SatisfactIon -
as a baseline, changes In user satIsfactIon wIth the
services at the prImary care facIlIties.

DevelopIng an ongoing monitorIng and evaluatIon process
wIll allow regular semi-annual reVIew and analYSIS of the
Program. At the same time, thIS process wIll be useful for
developIng a standard "before and after" study model. ThIS wIll
facIlItate decIsIon-makIng and problem resolutIon processes and
permIt the tImely Incorporation of requIred programmatIc
changes.

A. MonItoring "Performance" of InstItutIonal and POlICY
Reform Efforts

The indicators of performance crIterIa to WhIch the
semi-annual reports and final disbursement are tIed are gIven In
SectIon IV.D. These indicators are intended as targets toward
WhICh the Institutional and pOlICY reform program wIll move.
The concept of "program performance" Includes three successive
levels of objectIves - POlICY adoption, POlICY ImplementatIon,
and dIrect effects of implementIng the POlICY changes.

B. MonItorIng "Impact" at the Program Level

All instItutional and policy reform measures can be
expected to have theIr ultImate impact In terms of changes of
health status or instItutIonal changes (e.g. the Impact on the
effICIency and effectIveness of health serVIces). The
monItoring and evaluation system descrIbed above wIll prOVIde
data sets on these IndIcators and on the most common
Intermediate IndIcators. Examples might Include resources,
coverage, access, outcome, and/or satIsfactIon IndIcators as
IdentifIed on the previous page. These IndIcators WIll prOVIde
the information for the FInal EvaluatIon/ReportIng requIred by
USAID.

VIII. ComplIance WIth Cash Transfer
and Local Currency Guidance

The Program was designed WIth close attentIon to eXIsting
cash transfer and local currency gUIdance, and WIth the draft
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local currency gU1dance expected to be released before December,
1990. Essent1al dollar transfer gU1dance 1S conta1ned 1n State
050845 (Oct. 1987-incorporated 1n HB 1 Part IV) and State 194322
1ssued June, 1990. Local currency gU1dance is contained 1n
State 327494, Supplemental Guidance on Programm1ng Local
Currency (Oct. 1987 also 1ncorporated 1n HB 1 Part IV) and State
313159, LAC Supplemental Host Country Owned Local Currency
GU1dance.

A. Compl1ance with Dollar GU1dance

On the dollar slde, the Program is cons1stent w1th the
gU1dance 1n the followIng ways (accordIng to the requ1rements In
State 194322, Financ1al Management Guidance on Dollar Separate
Accounts for ESF Cash Transfers and ESF, DA and DFA-funded Non
ProJect Sector Ass1stance Cash Disbursements):

-The specIfIc uses of the dollars 1S 1dent1fIed: the dollars
wIll be used for financ1ng health 1mports, uSIng re1mbursement.

-Dollars will be deposIted 1nto an interest bear1ng, separate
account, w1th1n 48 hours of d1sbursement by u.S. Treasury.

-Interest earned will be programmed as pr1nc1pal.

-A fInancial assessment of the host country agency (BANESTADO)
manag1ng the separate dollar account w1ll be completed before
oblIgat1on of program funds. This assessment will be conducted
by the reg10nal fInancIal analyst.

-The GOC w1ll Implement any recommendations resulting from the
fInancIal assessment.

-The Agent Bank w1ll prov1de monthly reports on the dollar
account.

-AudIts wIll be conducted once a year, wIth 1nter1m fInancial
reVIews every SlX months.

B. Compl1ance wIth Local Currency GUIdance

Local currency procedures are consIstent with the Local
Currency GUIdance cIted above, as follows (following State
313159, LAC Supplemental GU1dance):

-Local currency w1ll depOSIted Into an interest bear1ng separate
account.

-Local currency w1ll be programmed accord1ng to agreement wIth
the GOC-the program w1ll be descrIbed In the grant agreement.
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-A.I.D. 1S satlsf1ed that GOC programmIng and budgetIng systems
provIde assurance that prImary health care obJectIves of the
program w1l1 be achIeved.

-ProgrammIng for prImary health care is conSIstent WIth the FAA.

-MonItoring procedures have been reviewed WIth the GOC. A.I.D.
WIll monItor local currency account transactIons on a monthly
baSIS, and technIcal progress, formally on a semI-annual baSIS.

-As with dollar transactions, A.I.D. will receIve monthly
reports on local currency account transactIons, 1n add1tion to
semi-annual technIcal reports.

C. ComplIance WIth Draft GU1dance

The draft local currency gUIdance IS SImIlar to the
existing guidance, with the exceptIon that the draft gUIdance
reqUIres that the follOWIng assessments be performed prIor to or
dur1ng the deSIgn stage: 1) general assessment of host country
fInanCIal management and contractIng capabIlItIes and 2) a
flnanc1al assessment of the Inst1tution receIVIng the local
currency. The program, as designed, conforms to the draft
gUIdance: I.e. local currency WIll be for general sector
support, there will be a separate account, reportIng and
auditing requirements are met, etc.

However, it w111 not be pOSSIble to conduct a general
assessment of the Government of ChIle's fInanCIal management and
contracting capabIlItIes prior to the completIon of the PAAD.
The OffIce of FInancial Management has confIrmed that a general
assessment need not be performed prIor to oblIgatIng funds under
thIS program.

DIsbursement of funds from the Peso SpeCIal Account w1II be
condItioned on completIon of a financial assessment of the MOH
and of the system for managing the local currency. Th1S
fInancial assessment w1Il be contracted by A.I.D. w1th technIcal
aSSIstance funds.

D. Other Considerations

Neither the dollar nor the local currency guidance
st1pulate that local currency must be depOSIted simultaneously
WIth the dIsbursement of dollars to the separate dollar
account. The GOC has been adv1sed that th1S 1S AID's
preference, but has expressed some doubt on whether thIS 1S
possible from a Treasury/budgetary standpo1nt. At any rate, the
government has agreed that local currency WIll be depOSIted Into
the speCIal account at the tIme dollars are released from the
dollar account.
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AID's concern IS that dollars dIsbursed from the U.S.
Treasury are expedItIously used for theIr Intended purposes.
The probabIlIty of thIS occurrIng is very good SInce imports for
the health sector total some $200 mIllion per annum and the GOC
must present documentatIon for reImbursement for less than $10
mIllion worth of Imports. The documentatIon should be presented
quickly after each disbursement to the separate dollar account.
SImIlarly, local currency drawdown from the specIal account
should also be expedItious SInce the program IS short term and
the GOe expects to expend approximately $27 mIllIon on the
program over two years. However, drawdowns from the specIal
peso account will not be made as qUIckly as from the separate
dollar account, SInce local currency drawdowns WIll depend on
Implementation of the program.

IX. CondItIons and Covenants

A. CondItIons

1. FIrst Tranche: U.S. 5.8 MIllIon

PrIor to the disbursement of the first tranche (expected to
be effected In December, 1990), the GOC wIll comply with the
standard condItIons precedent (legal opinIon and authorized
representatives), as well as wIth the condItions descrIbed below
for the cash transfer portIon of the grant. The technical
assistance project WIll have only the standard conditIons lIsted
above In order to facIlItate expeditIouS technical assIstance,
proJect coordination and audItIng services.

EstablIshment of a separate account and a specIal account
for the deposit of the U.S. dollar and ChIlean Peso
proceeds of the grant, respectively;

ProvIsIon to A.I.D. of the procedures governIng how the
dollars and pesos WIll be handled;
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DocumentatIon (i.e. a report) eVIdencIng that the followIng
benchmarks have been achIeved:

- New Agreements wIll be sIgned between the Health
Service Areas (HSAs) and Mayors In at least 85% of the
prIorIty 104 rural and 24 urban munICIpalItIes. These
Agreements would reflect the agreement between these
authoritIes and the MOH on the goals to be achIeved
with the Increased fundIng avaIlable for PrImary
Health Care.

- Establishment of at least 11 of the 13 24-Hour
Emergency ServIces planned for selected urban
consultorios in the fIrst phase of the PII/PHC
Program. Such services will provide previously
unavaIlable emergency health care In underserved
areas, reducing congestIon both In the consultorlos'
regular daily hours as well as In the local hospItal
emergency room.

- ExtensIon of hours In 100% of the 38 consultorlos
selected to Include as thIrd shIft (durIng the fIrst
phase of the PII/PHC Program). These extended hours
wIll allow greater access to prImary health care
services by the workIng publIC.

- HIring of at least 50% of the 28 addItIonal medIcal
professionals planned for the fIrst phase of the
PII/PHC Program in order to strengthen the technical
supervIsory capacity of the DIrectorates of PrImary
Care (DAPs) of the 18 Health ServIce Areas (HSAs)
WhICh contaIn the 104 prIorIty rural munIcIpalItIes

2. Second Tranche: U.S. 3.5 MIllIon

PrIor to the disbursement of the second tranche,
tentatively scheduled to be effected by Dec., 1991, the GOC wIll
have attaIned progress, based on JOInt revIew by GOC and AID, In
implementIng the Program for the Immediate Improvement of
PrImary Health Care. The JOInt review WIll measure progress
attaIned In achIevIng the outputs descrIbed In Section V.D.
Program Outputs.

B. Covenants

The Government of ChIle wIll covenant to Implement
recommendatIons IdentIfIed in the Non-Federal AudIts and
FInancIal RevIews.
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The Government of Chile wlll covenant to lmplement any
recommendatlons ldentlfled and mutually agreed upon In the
lnstltutlonal and p011Cy reform seml-annual reviews.

lO/11/90:CHILE
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ANNEX A

REPUBLICA DE CHILE.
MINISTERIO DE SALUD.
DEPTO DE ATENCION PRIMARIA.

PROGRAMA DE ATENCION PRIMARIA - 1991 .

: - MARCO CONCEPTUAL :

E1 ma r C0 con C e p t U a 1 del Pro 9 r a ma d eAtenC16 n P r 1rna ria (AP S )
~=ta def1nldo en el docume~to base" PrInc1plos generales y tareas
e=pecificas del PrImer Mio de Atenci6n Primaria" Sin embargo
parece Importante hacer enfasIs en los slgulentes aspect05 :

1 ~ ~tP~ ~ t3r .. ?-C't;~~"lVI') t'riotltaria del Sistema de Salud
::",,-~~r '::e :-3= -3c:-~':'ne5 '::",,"'dle~tes al ";>ag,:, ~ a deuda soc1al" tal

~:; =.~:; :eLrl~b e" ::'5 documento5 program!tlcos de 1a Con­
:e~~3~.:r i ",," .~ru~er3b:e5 lntervenCIones p6bllcas del Presidente
li.:: .. ,-

,. ~ AF5 ~=~~ ~ri'=~~3d3 a toda la poblaclon para favorecer
~""-3 .-rf;---:- :-al ... :3d ce \:d~, ccrl:je este asegurada la satlsfacC16n ~
: :3 = .- ., r: '::c . dad ~ = des '3 1 'J d de: ':' = c; e c +.: ';\ r e 5 rna 5 k' 0 b res (t r ad 1 CIon a 1­
...... ~ ... ~-:- ~ ~=t-'::r'3,r:('=

• '3 A?: ;r""'rruev,: :3 ~r?gr3'T'aC';,Lr;. ge:;"i¢n y ~valuac16n

: _ r :: :: - ,:.. r ~ :; : r" '? r. ~ "" e r, e 1 r. l V ':' ~ 1 0 caL a payand 0 dee s t a rna nera e 1
~r::e~: ~e de5:-ertrallza:-.6~ progreslva del sector Salud.

~ :.. a AP S pro mu '? ve
:-~,?:.::-:r d~ 105 CO'1se:o=
~nf:~~~ .~~e!=ec:or=31

: a t'a r t i C1 k'a C i 6 n
COlT'una:es en un

social a traves de la
lntento por reforzar el

:- - :'3
-:'"""rldad
:-: ~i(")r~~

APS recoge
y or1enta
C'0r'?r~nt~~

la problemat:ca de salud mas sent Ida por 1a
sus aCCIones e~ la p~rspectIva de ofrecer
y r~ali5ta=

£1 ;!~t;le~a fundamental de APS para 1991 radica en.la
d€:sproporc10n que eXIste aun, a pesar de 11')5 recursos aSIgnados
c'.:rant~ e1 20 semestre de 1990, entre, por un lado, las necesi­
dades sent ldas 0 exprf'sadas por la poblaci6n, que traducen el
cc~slderable dafia en salud Incluido el medio amblente y, por otro
lad0, la dlspon1bll1dad de recursos humanos y financleros. Es por
el:) que nos parece esenclal lograr :

Una expansi6n del aporte global al Programa de Atenci6n
Pr:rn3na parF.l 1991 que perlT'lta el cumpllmiento de los obJetivos
~ ~ e~ 1~d1ca~ roa5 ad~lart~ i

BESTAVAILABLE COpy



Una asignac16n eflClente, basaca ~n los dlagn6sticos
:ocales de la sltuac16n de salud y de los recursos dlsponlbles.

La APS se constituye entonces en una estrategla global (bio­
~51~~-s0clal) que se propone resolver el probl~rna de salud de las
~ch:a:-:C''1e5 medlante la reorientaci6n y reorganlzaci6n de todos
105 recurS05 (los dlsponibles mas los necesarios} para satisfacer
:as asplraciones de tOda la sociedad, en funci6n de los requisitos
:~ :a s~:ud Para Todos en el Ano 2.000.
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. \,

- OBJETIVOS .

OBJETIVOS GENEPA~ES .

1.1. Dp:';:;lrr-:-llar er forma :'1"e3r3: e1 programa de Atenci6n
~~:marla de Salud rAPS' a rlve1 de ~od0 e1 pais, con enfas15 en 1a
~ xten S 1 6 n dec 0 t> e r ': u r a 'i e n 1a d 1ve r 5 1£ i cae 1 6 n del 05 pro g r a ma 5 ,

r'J t e 9 ran d 0 a que 11 05 1 n c I'J i d 0 5 en e 1 pro g r a ma de Sal ud de 1a
::r.~ertacI6n y que no han sldo cublertos hasta ahora.

:.2 Lograr J'"' desarrC'llo a!m~nlCO de 1a APS urbana y rural
"'1 e'0nt.::xto de 5er'JI~1C'S 'i !-:g10nes, e'on e1 obJeto de e11mlnar

:a~ d~storslone~ ~Je se ~ar ~ts~~v3dc r~=~3 ahara.

- ::: ... :--- .. ,,- ':' -~--_.- .. _-­.. -- .. ... -

t - -

t=..-~"'-::'''':: - - - - - ~

). r- t:-...... .::.'

-~

--:-: ..

_~5 -~:.:a5 :~~:_~-~"'~ a me:orar :3
;'!"_""'5!,.... _/ ha::le'160 que E?:":o

:-~~::::~:~: :o:-:.l+:':va

~=~~=':__ ~~~~a:~ a nivel comu~al

=eC:'::r sal~d, can enfasls
::e c. a,:cs, adolescente,

cal1dad
sea mas

de las
en 105
mUJer,

~ a ~ ': : c: : ;,a :: 1 6'1 e'"' 5 a 1ud a
.~s:ar:la5 tales como los
::r",'.:~as Clel pa~s U otras
';..:~ se genere'!

:3 ~::r~:~ac16r I'ltersectoIlal,
I: errir:.r ""ar:-~a ;:-,r':ye~tos

:ar-~~:Q "'~ :35 :C4 COmU'1a5
-r=-~.,.._-~=-C'
t-- --:;:='---

0"':3S_5 er; e:
::i~ l""~C~=:C3~':'~

+- =; :- - '5 I

'1:;:';:3.:3a

L _, ?:c.a: ~'= ;-.. FS
:~C3: .i

E' :: .:: ~ : 1 -: r ;: a r 3 : 3 5;:. ~ 'JC '
Y ~~ .05 programas prlorl­
_~.:.:3nd~ un~ metodc1ogia

2 '6 ?Y~p3~;:.r e :"'1~l~!T~ri::'lY -::1 y~~""::,1:;""~ :eg~l del FAPEM pOI
~edld3 j-: =s13r;a~16~ j~ recursos flna~c.er~s en APS per

-~~'~a qu~ ~:erda '3 asegu:3! 1a !atlsfacc:~~ d~ las necesldades de
.:l ~F c:

V, r

:""'r~eFT't=- ..... t3r '-0 r -:-:

rJe ~31}UC ~lab'::-e

p~r~--~la1

eP'J '=\":3T"~')

:as med:das que el
C'arrera f'lrc_':'~aI:3
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2.8.
V-31ldac16n
f',:,rspectiva
':a~'.Jd

Reforzar las actividades InIciadas en las 6reas de
en las comunas de La FlorIda y Conchali en la
dec 0 ncr e t i z a rIa exper 1e n C I a deS I s t e rna s L0 c a I e 5 de

2 9. Contlnuar reforzando
Ate n C 1 6 n Pr 1rna r I a , con en f a S I 5

estrategld partlclpativa.

la Capacltac16n del Personal de
en el nlvel local y utilizando la

BESTAVAILABLE COpy
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:~!) ESTRATEGIA :

1. )Definici6n de ln~re~ento de cobe:tura'

3) Consolidaci6n en 1991 de la cobertura lograda en el 20 se­
~e=t:e de 1990 en las 24 comunas urbanas y las 104 comunas :urales
'Ve~ Llsta en Anexos NQ 1 Y 1 A).

b) Aumento de la cobertura a 32 comunas lntermedias en el
sector urbano y perl-urbano (Ver Llsta en Anexo No 2) .

2 ) Deflnlc16~ de 105 PrograMa5 y de las actlvldadades que se
\/'3'1 A lr"lplerneT'tar'

3) ~Y~er~lAr de 13
y~~.:.-~ ~~r~r3:, Pr~g~~~3

APS baSlca: Salud ~aterno-Infantil,

~e ~:6T':~05, Enfermeria, etc.

orlertadc= a grupos

.=.. ~ .......... ::, ­, -
. ~- - - - ... • 3

-,:.-::, ..... =., ..... ,:;. ....... -
r - . - --

l::~:wr~,:;.c ~:(g:~~a~/~~~ec~31~ente

~-- -.=3=.~- Soc.a: j ~31ud ~e~tal .

I 3

de

~:~lrj.-3~.~r -5 ~lf~!~ .... ~~5 M:~lsterlc~ 3 P2vel
~e::-'?,.,..::' rara .5 ..... ;>:..·,..'e nt5:' or, :':' le·= p:eyectos de
~ ~.\e: :CC5~/~~-~:_5~""'~~~~ ~~ :55 :~A C0~ura5 prl0rl-

3

= :; ;:::. :i : . =a c: ~ 6 n j e a 19 1j 1l a = J r ~ r- :3 C~ .:. ~ 0 v 1 } 1 Z a d (\ r a = d e AP 8 e rt

5.:;,-::: ~'=-3:: eSt'e='::c')s =e :::Uq.,?::"o? :e3:1zar en 1991 una
"---::-:3 ',::- -rod Fer el Me:!:') Arr<!:':e'lte :;;e .'1cl 'jy"l :'-:3 :eallzaci6n
:.:. ~=<::-<=-3= .. .:;}",.~ ':0m') plantac.16 n tje ~r!:::~e"', ent"-rra: ta5\.1raS er'
:3::-::"'-'" ~~r.:~:.~o=, desrat:zac:ones, et~

·gl~alrnel"'te se pudiera d.c:r1..l:': c:,,, ,?} ~'?pa!'t",merto de
Pr~grarnac:~r, 1'3 reallzaC16n ~e ]0rT'3da~ F':'~1~n31e5 0 Comunales de
Va - 'j r i1 ~ -: r CC' n t r 3 e 1 Sa r 3 fT' P 1 6 n e '1 1 9 9 ~ '" r, :3 q ''': ell a 5 comuna s que
;:-resentar' ::3J3S cobert 1.1ras de vac '.:nacl(or. en 1989. (Planteamlentos
he':~=s ~0r e! Pdte AylWin en su He r s3Je ~el 21/~~/lq90).

~ ra~ 3c~:vldades ~~opue5t'3:: ':'n e5te d~c~~':''1to se enmarcan
~.::.,..+- ..... ,.,.~,::a r\ 11":~ h~ =::1tj .... Q' F'=jn~~..:iITT' ... -. ... ,- ~,,....'=i' :t=>1 [',:::apt0 de
~~c~- -~ c!_~~r.3 ~n C'J~~t': ~ 3~;1~3r ~~ ~~n~!3 1~3~r~~ ~~~~ nlv~l

~<=- .:<=--- "_ rar~ hac'?!' fren~e a la= ne~,:,::j3jes ~as :mportantes y
~~~ =e'l~.jas por la poblac16n y de~rr') de las Ilmltaclone5
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presupuestarlas planteadas por el MInisterio de Hacienda para
:. ? ? 1 ; 19 ua 1me ntee s t ! 'J he c ~ a= de 'J t rode 1 ma r co act ua 1 de
'?laboraci6n del presupuesto del MinIsterio, en 1a perspectiva de
~)lo amp1iar los techos del FAPEH y los conVenlOS actua1es con las
4u n lclpalidades, procedimlentos que deseariamos ver modlflcados en
~l =urso de 1991.

7 ) ImplementacI6n progreslva e'J 1991 en el personal de
Atepc16n Prlmarla de las proposlclones de Carrera Funcionaria
~laboradas por el Departamento de Recursos Humanos, una vez que
h~Y3n sico legalment~ ~prnbado5 por el Ministerl0.

8 ) Implementac16n legal en 1991 de un texto que incentive 1a
:~~ac~~n d~ ~0n5e~s= rn~ur.3l~= d~ Salud U otros mecanismos que den
:-5'J=e '3 1a partlclpac16n e'1 sal'Jd, de acuerdo a los canones
_e;~:~~ vlge~~e=.

~ , El =:5~ de ~::~~~ se AF2 en 1991 contlnuara apoya'Jcose en
. :-. :: e :: : . : ~ <=0 5 :: ':' ~. -.: e .. :: : :,.. ::: :::- 4 T a :::- . a '~AP) deca da Se r VIC" • 0 com 0

- ~-~~-- ~ "=5~~"-=' ~~¥~ :3 ~-~:e~~"~ac16n del Pr~grama y
-or· .. 3,'" .:;r-~:;"::: :3 :-''?;;-.:'' ; e reforzamlento de estos en
~ _ .. _ 7c Y -·c ::"j~ =~ .. e=:§~ =e~.:es 0 nc co~stlt'J::CS
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ANEXO tiQ. 1.:..

PROGRA~A ~ REFORZAMIENTO ~ ATENCION PPIMAPIA ~
CO",!ITNAS ~ MAYOR BIE2GO Di lClClO.

: 'l.fetrop.Orlente

rQMUNA= fRIORITARIAS.
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LISTADO II i'ONSIJLTOprOS E.Q.E. SERVICIIJ, COHUNA

SJ;P'.l!CIQ,

: )METROP.
SUR,

~ C/rMPLEMEN~AC

IlE. PEPSC'NA!...

La FerIa
Joao Goulart
C6ndores de Chile
San Bernardo
Conbrat
Carol Urzua
Sa'! Joaq'Jlil

r 7 )

D6vIla
Sor Teresa
Valledor 3
Cisterna Sur
San:a Anselma
JUlIO Acuna P

(6 )

SArli,

Santa Anselma

~ =--c :3 ~r3r:~
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~3 Grar,:'a
:"a 3arde::a

'v':::;:; r;'l...?s.'JS
~ar- caf3e~ ':C':}~ tJr?"\:' \

: I

;. Scr:g; . .::>

J Syrn'Jil
''/31dl'v1eso

( 6 )

c~ ~~.= ~~ ;ena:.
-:-+':5 :~:_:3
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~I..: .. ~~a E'.11 r

Pl'j:-~ya

t 4

Lc E"l:'!e:~ea *)

"r~:':~a (*1

to ,1,.lE'':'POP
~::C'~~

* ::

S t 3 An: '::J
p Y;:;Z:gl
C Avendaf'0
A Steeger
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Re'"'c;:;
\.llJ a rna c ~, ..l :: ')

( 9 )
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R.Yaz:gl
C,Ave1"'dai'io
A.Steege::
C,Albertz
Pudaf1.Ponle'lte
HUBT'I'\3,:ljuC']
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Program or Sector Goal·

To Improve the qualIty of lIfe of the

ChIlean populatIon.

Program Purposes (SpecIfIc Objectives):

1. To Improve access to prImary health

care of the ChIlean populatIon, especIally

the poorest sectors, located In dIspersed

rural areas and margInal urban.

concentratIons.

2. To Improve the qualIty of and

opportunIty for health care servIces

through an Increase In the capacIty

for health care problem resolutIon at

the prImary care level.

Hea~ures of Goal Achlevem~!~

ContInued reduction/maintenance

of Infant and chIld morbIdIty

and mortalIty rate~.

End of Project Statu~ (EOPS).

Application of technology and

Information are reflected In

Inrea~ed acce~s to PHC of the

poorest "ectors.

ApplIcatIon of technology and

InformatIon are reflected In

Improved quality of and

opportunIty for health servlce~.

Goe statIstICS and reports,

other organIzatIons reports

(lORD, BID), and Independent

~valuatlon~; data collected

through HOH management

InformatIon sy~tem

Goe reports, record~.

evaluations, and ~peclal

~tudle~

ReVIew of GOe semI-annual

reports; JOInt revIew

meetlng~.

Goe ContInueS to promote strategIes 0

Improved health status through prlmar

and preventive care.

EConomIC, polItical and socIal

condItIonS do not detrImentally affec

target groups.

GOC commItment to InstItutIonal

and polICy reforms contInues.

GOC supports studIes and operatIons

research whIch would help to

formulate health fInancIng poliCIes

and ",proved delIvery of PHC serVIces

Host country InstItutIons have

adequate f,,",I09 and absorpt Ive

capacItv to f,,", and manage PHC

programs.

Adequate fundIng IS avaIlable

for programs and models whIch WIll

utIlIze InformatIon provIded by

these actIVItIes.

Local currency component from thIS

program used to finance actIVItIes

and purchase equIpment/medIcal

supplIes whIch contrIbute to

Improved health status.
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Outputs'

ObJcctlvcly Vcnf l<lbl,'

NarratIve Summary Indlcator~ Mpa~~ of vprlflcatlon

CondItIons Indlc~~~~~t~

Have Been AchIeved-

ASSl..IIl>tlons

\/\
~

InstItutIonal and PolIcy Reforms-

1. Strengthening PrImary Health Care In

Rural and Urban CommunItIes AccompanIed
by Improvement of AdmInIstratIve and

SupervIsory CapacIty of PHC.

ReestablIshment and

reInforcement of a functIonal
system of technIcal ~upervI~lon

of the munIcIpalIzed prImary

care system by the DIrectorates
of PrImary Health Care (DAP~)

In each Health Service Area

IncludIng:

. DAPs reconstituted and

assigned personnel, vehlcle~,

operating expen'ics and traIning

resources;

- New Agreements sIgned between

the Health ServIce Areas

and the local Mayors whIch

Include agreements on speCIfIc
PHC actlvltle~ and ~uperVI'iOry

respon~lbllltle~, and

- Personnel of DAP~ and

munl c Ipal I zed PHC ~y~ lUll

traIned In IlllfJl ,'lIIPlll al lOll
of supervI~ory ~y~lpm

ReVIew of Goe semI-annual

report~; JOInt revIew
meetIng.,

Data collectIon from MOH
managemcnt InformatIon
~y<;tem_

GOC cool1t1tment to instItutIonal

and polICY reforms contInues.

Goe supports studIes and operatIons
research whIch wIll help to

formulate heal th financing and

management polICIes and llf1Jroved

delIvery of PHC services.

ReqUIred technIcal servIces are
avaIlable.

~
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ObjectIvely VerIfIable

NarratIve SUlmary Ind,cator" Mean'> of Vcr IflcdtlOn Assl.!IJ?tlon"

EstablIshment of a new

system for re"ource allocatIon
for the PHC sy<;tem IncludIng .

. StudIes of actual co"ts of

each type of prl"~ry care ,>erVlce

completed ,n a repre"entatlve

sall~le of PHC center'> In '>m.lll

urban and metropolItan

populatIon".

A management InformatIon

sy"tem (MIS) for the PHC

level de",gned, te"ted and
Implen~nted In prIorIty Health

SerVIce Areas In order to provIde

accurate and tImely data to

support plannIng and manag~nt,

the new supervI"ory role of the

DAPs. and re"ource allocatIon

deCISIon".

Morale of munIcIpalIzed PHC

per,>onnel lnoprov('d thlough

- MotIvatIonal traInIng

conpleted,

. fea",blilty "tudles

con~leted on potential for

establIshIng a Lareer CIVIL

"erVlce for PHC worker" In

the munlclpalltl~'>; and
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ObJcctlvely VerIfIable
NarratIve Summary IndIcators Mcan~ of Vprlflcatlon AssumptIons

- Adequate equIpment and ~upplle~

avaIlable so that personnel can
perform theIr dutIes.

"'"~

2. Improvement of TechnIcal Problem­
SolvIng CapacIty In PHC Centers

3. Improved Access to PHC

BasIc dIagnostIc equIpment
avaIlable and baSIC dIagnostIc
laboratorIes establIshed and
equIpped In prIorIty PHC area~.

DeSIgn, testIng, and
ImplementatIon of
technIcal traInIng programs
for PHC personnel In prlor-ty
areas In the use and
maIntenance of baSIC dlagno~tlc

equIpment.

A lIst pf NGOs provIdIng
parallel PHC servIces compIled;
development of an Instrument
to accredIt, select,
and contract NGOs to prOVIde
PHC serVIces In cooperatIon
WIth both HSAs and the
munIcIpalItIes.

PIlot programs for PHC
servIce delIvery by selected
NGOs established and te~ted

In prIorIty urban areas

ReVIew of GOC semI-annual
reports; JOInt revIew
meetIng,>

Data collectIon from MOH
manamgLment InformatIon
system

ReVIew of GOC semI-annual
reports, JOInt revIew
meetlng~.

Data collectIon from the
MOH management InformatIon
~y~tew

GOC commitment to Institutional
and pol icy reforms continues.

Required technelal services are
available.

GOC supports studies and operatIons
research ~ich Nil help to
formulate heal th finanel", and

management policies and l..,roved
delivery of PHC services.

GOC commitment to institutIonal
and poliCY reforms continues.

GOC supports studIes snd operatIons
research Nhich Nlll help to formulate
health fInanCing and management
polICIes and Improved delivery of
PHC services.

Required technIcal services are
avaIlable.
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Objectively VerIfIable
NarratIve Sunnary Indicator... He.m~{ rlflcatlOn A<;slJIPtlon<;

(11II

~

4. IlVlOvatlve Programs In Primary
Health Care

ThIrteen planned 24-Hour
Emergency ServIces (SAPUs)
established and pIlot tested
for effectIveness and effICIency
In lOW-Income urban areas;
completion of a model for
expansIon of SAPUs to addItIonal
consultorlos.

An addItIonal (thIrd) shift
establIshed In at least 38
prIority PHC center ... ; evaluatIon
of the model for expansIon to
addItIonal consultorlos.

A pilot mental health
program deSIgned, Implemented,
and tested; establIshment of a
network of communltY'based
mental health centers.

An evaluation completed of the
ongoing UniverSity affiliated
pIlot training program for
famIly Health PractItIoners;
extensron of thIS traInIng to
actual PHC servIce delIvery

A pilot ~ervlce delIvery model
for carIng for the elderly,
IncludIng chronIC dl~ease

monItorIng, developed and te~ted,

a refined model for elderly care
approved for use and replIcatIon
In the PHC ~ystem.

It

ReView of Goe semi-annual
report.... JOint revIew
meeting...

Data collectIon from the
HOH management Information
sy~tem.

GOC commItment to InstItutIonal
and pol icy reforms ContInueS.

GOC supports studIes and operations
research WhIch WIll help to formulate
health financIng and _nagement
polICIes and Improved dellvery
of PHC servIces.

RequIred technical services are
available.
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ObjectIvely VerIfIable
NarratIve Summary Indlcator~ Mean~ of verIfIcatIon ~_A~umptlons

CommunIty Health CouncIls
and communIty support systems
(SICOS) establIshed and
functIonIng In at lea~t 80X
of the prIorIty munIcIpalItIes.
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5C(2) - PROJECT CHECKLIST

Listed below are statutory criteria applicable
to projects. This section is divided into two
parts. Part A includes criteria applicable to
all projects. Part B applies to projects funded
from specific sources only: B(l) applies to all
projects funded with Development Assistance;
B(2) applies to projects funded with Development
Assistance loans; and B(3) applies to proJects
funded from ESF.

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

A. GENERAL CRITERIA FOR PROJECT

1. FY 1990 Appropriations Act Sec. 523;
FAA Sec. 634A. If money is to be
obligated for an activity not previously
justified to Congress, or for an amount
in excess of amount previously justified
to Congress, has Congress been properly
notified?

2. FAA Sec. 6ll(a). Prior to an obligation
in excess of $500,000, will there be:
(a) engineering, financial or other plans
necessary to carry out the assistance;
and (b) a reasonably firm estimate of the
cost to the U.S. of the assistance?

3. FAA Sec. 6ll(a)(2). If legislative
action is required within recipient
country with respect to an obligation in
excess of $500,000, what is the basis for
a reasonable expectation that such action
will be completed in time to permit
orderly accomplishment of the purpose of
the assistance?

A Congresslonal NOtlfl­
cation was submltted on
November 19, 1990.

Yes. A budget has been
prepared wlth a reason­
able estimate of the
cost of the asslstance.

,
ThlS proJect does not
require such act~on.
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4. FAA Sec. 6ll(b); FY 1990 Appropriations
Act Sec. 501. If project is for water or
water-related land resource construction,
have benefits and costs been computed to
the extent practicable in accordance with
the principles, standards, and procedures
established pursuant to the Water
Resources Planning Act (42 U.S.C. 1962,
et ~.)? (See A.I.D. Handbook 3 for
guidelines.)

5. FAA Sec. 6ll(e). If project is capital
assistance (~, construction), and
total U.S. assistance for it will exceed
$1 million, has Mission Director
certified and Regional Assistant
Administrator taken into consideration
the country's capability to maintain and
utilize the project effectively?

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

7. FAA Sec. 60l(a). Information and
conclusions on whether projects will
encourage efforts of the country to:
(a) increase the flow of international
trade; (b) foster private initiative and
competition; (c) encourage development
and use of cooperatives, credit unions,
and savings and loan associations;
(d) discourage monopolistic practices;
(e) improve technical efficiency of
industry, agriculture and commerce; and
(f) strengthen free labor unions.

8. FAA Sec. 60l(b). Information and
conclusions on how project will encourage
u.S. private trade and investment abroad
and encourage private u.S. participation
in foreign assistance programs (including
use of private trade channels and the
services of U.S. private enterprise).

N/A

N/A

No.

The proJect wlll
support efforts of
the GOC to lncorporate
non-governmental
organlzatlons lnto the
primary health care
system.

Technlcal asslstance
under the proJect wlll
be provlded by
prlvate flrms contractec
by A.I.D.
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9. FAA Sees. 6l2(b), 636(h). Describe steps
taken to assure that, to the maximum The GOC 1S contr1but1ng
extent possible, the country is $16.7 ffi1ll1on of local
contributing local currencies to meet the currency to the program.
cost of contractual and other services, Ch1le 1S not an excess
and foreign currencies owned by the U.S. fore1gn currency country.
are utilized in lieu of dollars.

10.

11.

12.

13.

FAA Sec. 6l2(d). Does the U.S. own
excess foreign currency of the country
and, if so, what arrangements have been
made for its release?

FY 1990 Appropriations Act Sec. 521. If
assistance is for the productlon of any
commodity for export, is the commodity
likely to be in surplus on world markets
at the time the resulting productive
capacity becomes operative, and is such
assistance likely to cause substantial
injury to U.S. producers of the same,
similar or competing commodity?

FY 1990 Appropriations Act Sec. 547.
Will the assistance (except for programs
in Caribbean Basin Initiative countries
under U.S. Tariff Schedule ·Section 807,·
which allows reduced tariffs on articles
assembled abroad from U.S.-made
components) be used directly to procure
feasibility studies, prefeasibility
studies, or project profiles of potential
investment in, or to assist the
establishment of facilities specifically
designed for, the manufacture for export
to the United States or to third country
markets in direct competition with U.s.
exports, of textiles, apparel, footwear,
handbags, flat goods (such as wallets or
coin purses worn on the person), work
gloves or leather wearing apparel?

FAA Sec. l19(y)(4)-(6) & (10). Will the
assistance: a) support training and
education efforts which improve the
capacity of recipient countries to
prevent loss of biological diversity;
(b) be provided under a long-term
agreement in which the recipient country
agrees to protect ecosystems or other

No.

N/A

No.

No.
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wildlife habitats; (c) support efforts
to identify and survey ecosystems in
recipient countries worthy of
protection; or (d) by any direct or
indirect means significantly degrade
national parks or similar protected areas
or introduce exotic plants or animals
into such areas?

14. FAA Sec. 121(d). If a Sahel project, has
a determination been made that the host
government has an adequate system for
accounting for and controlling receipt
and expenditure of project funds (either
dollars or local currency generated
therefrom)?

NJA

15. FY 1990 Appropriations Act, Title II,
under headin~ -Agency for International
Development. If assistance is to be
made to a United states PVO (other than a
cooperative development organization), N/A
does it obtain at least 20 percent of its
total annual funding for international
activities from sources other than the
United states Government?

16. FY 1990 Appropriations Act Sec. 537. If
assistance is being made available to a
PVO, has that organization provided upon
timely request any document, file, or
record necessary~o the auditing
requirements of A.I.D., and is the PVO
registered with A.I.D.?

17. FY 1990 Appropriations Act Sec. 514. If
funds are being obligated under an
appropriation account to which they were
not appropriated, has the President
consulted with and provided a written
justification to the House and Senate
Appropriations Committees and has such
obligation been subject to regular
notification procedures?

N/A

N/A



- 5 -

18. State Authorization Sec. 139 (as
interpreted by conference report). Has N/A
confirmation of the date of signing of
the project agreement, including the
amount involved, been cabled to state LIT
and A.I.D. LEG within 60 days of the
agreement's entry into force with respect
to the United states, and has the full
text of the agreement been pouched to
those same offices? (See Handbook 3,
Appenaix 6G for agreements covered by
this provision).

19. Trade Act Sec. 5164 (as interpreted by
.conference report), amending Metric
Conversion Act of 1975 Sec. 2 (and as N/A

. implemented through A.I.D. policy). Does
the assistance activity use the metric
system of measurement in its
procurements, grants, and other
business-related activities, except to
the extent that such use is impractical
or is likely to cause significant
inefficiencies or loss of markets to
United States firms? Are bulk purchases
usually to be made in metric, and are
components, subassemblies, and
semi-fabricated materials to be specified
in metric units when economically
available and technically adequate? Will
A.I.D. specifications use metric units of
measure from the earliest programmatic
stages, and from the earliest
documentation of the assistance processes
(for example, project papers) involving
quantifiable measurements (length, area,
volume, capacity, mass and weight),
through the implementation stage?

20. FY 1990 A~eropriations Act, Title II,
under hea lng ·Women in Development.
Will assistance be designed so that the
percentage of women participants will be
demonstrably increased?

No. ThlS proJect wlll
necessarlly focus on
women Slnce lt can be
assumed that at least
50% of :?rJ..mary health
care personnel are
women.
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21. FY 1990 Appropriations Act Sec. 592(a).
If assistance is furnished to a foreign
government under arrangements which
result in the generation of local
currencies, has A.I.D. (a) required that a)Yes. b)Yes. c)Yes.
local currencies be deposited in a
separate account established by the
recipient government, (b) entered into an
agreement with that government providing
the amount of local currencies to be
generated and the terms and conditions
under which the currencies so deposited
may be utilized, and (c) established by
agreement the responsibilities of A.I.D.
and that government to monitor and
account for deposits into and
disbursements from the separate account?

Will such local currencies, or an
equivalent amount of local currencies, be
used only to carry out the purposes of
the DA or ESF chapters of the FAA Yes.
(depending on which chapter is the source
of the assistance) or for the
administrative requirements of the United
States Government?

Has A.I.D. taken all appropriate steps to
ensure that the equivalent of local
currencies disbursed from the separate
account are used for the agreed purposes?

If assistance is terminated to a country,
will any unencumbered balances of funds
remaining in a separate account be
disposed of for purposes agreed to by the
recipient government and the United
States Government?

Yes.

Yes.
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B. FUNDING CRITERIA FOR PROJECT

1. Development Assistance Project Criteria

a. FY 1990 Appropriations Act Sec. 546
(as interpreted by conference report for
original enactment). If assistance is
for agricultural development activities
(specifically, any testing or breeding
feasibility study, variety improvement or
introductIon, consultancy, pUblication,
conference, or training), are such
activItIes: (1) specifically and
principally designed to increase
agricultural exports by the host country
to a country other than the United

. states, where the export would lead to
direct competition in that third country
with exports of a similar commodity grown
or produced in the United States, and car
the activities reasonably be expected to
cause substantial injury to U.s.
exporters of a similar agricultural
commodity; or (2) in support of research
that is intended primarily to benefit
u.s. producers?

b. FAA Sec. 107. Is special emphasis
placed on use of appropriate technology
(defined as relatively smaller,
cost-saving, labor-using technologies
that are generally most appropriate for
the small farms, small businesses, and
small incomes of the poor)? ;.

c. FAA Sec. 28l(b). Describe extent to
. which the activity recognizes the

particular needs, desires, and capacities
of the people of the country; utilizes
the country's intellectual resources to
encourage institutional development; and
supports civic education and training in
skills required for effective
participation in governmental and
political processes essential to
self-government.

N/A

The program supports
delivery of health
care at the local
level with cO@ffiunity
involvement. The GOC
will be responsible for
carryIng out the prog­
ram.
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d. FAA Sec. lOl(a). Does the activity
give reasonable promise of contributing Yes, to the development
to the development of economic resources, of human resources.through
or to the increase of productive lmproved lmproved health.
capacities and self-sustaining economic
growth?

ThlS project supports a
self-help effort of Chlle.

use of

e. FAA Sees. 102(b), 111, 113, 281(a).
Describe extent to which activity will:
(1) effectively involve the poor in
development by extending access to
economy at local level, increasing
labor-intensive production and the
appropriate technology, dispersing
investment from cities to small towns and
rural areas, and insuring wide
participation of the poor in the benefits
of development on a sustained basis,
using appropriate u.S. institutions;
(2) help develop cooperatives, especially
by technical assistance, to assist rural
and urban poor to help themselves toward
a better life, and otherwise encourage
democratic private and local governmental
institutions; (3) support the self-help
efforts of developing countries; (4)
promote the participation of women in the
national economies of developing
countries and the improvement of women's
status; and (5) utilize and encourage
regional cooperation by developing
countries.

f. FAA Sees. 103, 103A, 104, 105, 106,
120-21; FY 1990 Appropriations AcE,
Title II, under heading ·Sub-Saharan
Africa, DA.- Does the proJect fit the Yes.
criteria for the source of funds
(functional account) being used?

g. FY 1990 Aperopriations Act, Title II,
under heading Sub-Saharan Africa, DA.*
Have local currencies generated by the N/A
sale of imports or foreign exchange by
the government of a country in
Sub-Saharan Africa from funds
appropriated under Sub-Saharan Africa, DA
been deposited in a special account
established by that government, and are
these local currencies available only for
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use, in accordance with an agreement with
the United States, for development
activities which are consistent with the
policy directions of Section 102 of the
FAA and for necessary administrative
requirements of the U. S. Government?

h. FAA Sec. 107. Is emphasis placed on
use of appropriate technology (relatively
smaller, cost-saving, labor-using
technologies that are generally most
appropriate for the small farms, small
businesses, and small incomes of the
poor)?

i. FAA Secs. 110, l24(d). Will the
recipient country provide at least 25
percent of the costs of the program,
project, or activity with respect to
which the assistance is to be furnished
(or is the latter cost-sharing
requirement being waived for a
"relatively least developed" country)?

J. FAA Sec. l28(b). If the activity
attempts to increase the institutional
capabilities of private organizations or
the government of the country, or if it
attempts to stimulate scientific and
technological research, has it been
designed and willMit be monitored to
ensure that the ultimate beneficiaries
are the poor majority?

k. FAA Sec. 28l(b). Describe extent to
which program recognizes the particular
needs, desires, and capacities of the
people of the country; utilizes the
country's intellectual resources to
encourage institutional development; and
supports civil education and training in
skills required for effective
participation in governmental processes
essential to self-government.

1. FY 1990 Appropriations Act, under
heading "Population, DA,i and Sec. 535.
Are any of the funds to be used for the
performance of abortions as a method of
family planning or to motivate or coerce
any person to practice abortions?

N/A

Yes.

Yes. The program
uses poverty lndlcators
to target its actlvitles.
The program targets the
public health care systen
while wealthier Chileans
rely on the prlvate
system.

The proJect supports a
GOC lnltiatlve. Tralnln~

of munlcipal-l~vel

health care provlders
wlll provide lmportant
institutlonal development

No.
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Are any of the funds to be used to pay
for the performance of involuntary
sterilization as a method of family No.
planning or to coerce or provide any
financial incentive to any person to
undergo sterilizations?

Are any of the funds to be mad~ available
to any organization or program which, as
deter~ined by the President, supports or
participates in the management of a No.
program of coercive abortion or
involuntary sterilization?

'Will funds be made available only to
voluntary family planning projects which

. offer, either directly or through
referral to, or information about access y es.
to, a broad range of family planning
methods and services?

In awarding grants for natural family
planning, will any applicant be
discriminated against because of such No.
applicant's religious or conscientious
commitment to offer only natural family
planning?

Are any of the funds to be used to pay
for any biomedical research which No.
relates, in whole or in part, to methods
of, or the performance of, abortions or
involuntary sterilization as a means of
family planning?

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

•

n. FY 1990 Appropriations Act Sec. 579.
What portion of the funds will be
available only for activities of
economically and socially disadvantaged
enterprises, historically black colleges
and universities, colleges and
universities having a student body in
which more than 40 percent of the
students are Hispanic Americans, and

This proJect wlll be
implemented through
already-exlstlng A.I.D.
contracts.
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private and voluntary organizations which
are controlled by individuals who are
black Americans, Hispanic Americans, or
Native Americans, or who are economically
or socially disadvantaged (including
women)?

o. FAA Sec. l18(c). Does the assistance
comply with the environmental procedures
set forth in A.I.D. Regulation l6? Does
the assistance place a high priority on
conservation and sustainable management
of tropical forests? Specifically, does
the assistance, to the fullest extent
feasible: (1) stress the importance of
conserving and sustainably managing
forest resources; (2) support activities
which offer employment and income
alternatives to those who otherwise would
cause destruction and loss of forests,
and help countries identify and implement
alternatives to colonizing forested
areas; (3) support training programs,
educational efforts, and the
establishment or strengthening of
institutions to improve forest
management; (4) help end destructive
slash-and-burn agriculture by supporting
stable and productive farming practices;
(5) help conserve forests which have not
yet been degraded by helping to increase
production on lands already cleared or
degraded; (6) conserve forested
watersheds and rehabilitate those which
have been deforested; (7) support
training, research, and other actions
which lead to sustainable and more
environmentally sound practices for
timber harvesting, removal, and
processing; (8) support research to
expand knowledge of tropical forests and
identify alternatives which will prevent
forest destruction, loss, or
degradation; (9) conserve biological
diversity in forest areas by supporting
efforts to identify, establish, and
maintain a representative network of
protected tropical forest ecosystems on a
worldwide basis, by making the
establishment of protected areas a

Yes. A categor1cal
exclusion has been
made.
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condition of support for activities
involving forest clearance or
degradation, and by helping to identify
tropical forest ecosystems and species in
need of protection and establish and
maintain appropriate protected areas;
(10) seek to increase the awareness of
U.S. Government agencies and other donors
of the immediate and long-term value of
tropical forests; and (ll)/utilize the
resources and abilities of all relevant
U.S. government agencies?

p. FAA Sec. 118(c)(13). If the
assistance will support a program or
proJect significantly affecting tropical N/A
forests (including projects involving the
planting of exotic plant species), will
the program or project: (1) be based
upon careful analysis of the alternatives
available to achieve the best sustainable
use of the land, and (2)/take fUll
account of the environmental impacts of
the proposed activities on biological
diversity?

q. FAA Sec. ll8(c)(l4). Will assistance
be used for: (1) the procurement or use
of logging equipment, unless an
environmental assessment indicates that N/A
all timber harvesting operations involved
will be conducted in an environmentally
sound manner and that the proposed
activity will produce positive economic
benefits and sustainable forest
management systems; or (2) actions which
will significantly degrade national parks
or similar protected areas which contain
tropical forests, or introduce exotic
plants or animals into such areas?

r. FAA Sec. ll8(c)(lS). will assistance
be used for: (1) activities which would
result in the conversion of forest lands
to the rearing of livestock; (2) the N/A
construction, upgrading, or maintenance
of roads (including temporary haul roads
for logging or other extractive
industries) which pass through relatively
undergraded forest lands; (3) the
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colonization of forest lands; or (4) the
construction of dams or other water
control structures which flood relatively
undergraded forest lands, unless with
respect to each such activity an
environmental assessment indicates that
the activity will contribute
significantly and directly to improving
the livelihood of the rural poor and will
be conducted in an environmentally sound
manner which supports sustainable
development?

s. FY 1990 Appropriations Act
Sec. 534(a). If assistance relates to
troplcal forests, will project assist
countries in developing a systematic
analysis of the appropriate use of their
total tropical forest resources, with the
goal of developing a national program for
sustainable forestry?

t. FY 1990 Appropriations Act
Sec. 534(b). If assistance relates to
energy, will such assistance focus on
improved energy efficiency, increased use
of renewable energy resources, and
national energy plans (such as least-cost
energy plans) which include investment in
end-use efficiency and renewable energy
resources?

Describe and give conclusions as to how
such assistance will: (1) increase the
energy expertise of A.I.D. staff, (2)
help to develop analyses of energy-sector
actions to minimize emissions of
greenhouse gases at least cost, (3)
develop energy-sector plans that employ
end-use analysis and other techniques to
identify cost-effective actions to
minimize reliance on fossil fuels, (4)
help to analyze fully environmental
impacts (including impact on global
warming), (5) improve efficiency in
production, transmission, distribution,
and use of energy, (6) assist in
exploiting nonconventional renewable
energy resources, including wind, solar,
small-hydro, geo-thermal, and advanced

N/A

N/A
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biomass systems, (7) expand efforts to
meet the energy needs of the rural poor,
(8) encourage host countries to sponsor
meetings with United States energy
efficiency experts to discuss the use of
least-cost planning techniques, (9) help
to develop a cadre of United states
experts capable of providing technical
assistance to developing countries on
energy issues, and (10) strengthen
cooperation on energy issues with the
Department of Energy, EPA, World Bank,
and Development Assistance Committee of
the OECD.

u. FY 1990 Appr~Eriations Act, Title II,
under heading ·Sub-Saharan Africa, DAN
(as interpreted by conference report upon
original enactment). If assistance will
come from the Sub-Saharan Africa DA
account, is it: (1) to be used to help
the poor maJority in Sub-Saharan Africa
through a process of long-term
development and economic growth that is
equitable, participatory, environmentally
sustainable, and self-reliant; (2) being
prOVided in accordance with the policies
contained in section 102 of the FAA;
(3) being provided, when consistent with
the objectives of such assistance,
through African, United states and other
PVOs that have demonstrated effectiveness
in the promotion of local grassroots
activities on behalf of long-term
development in Sub-Saharan Africa;
(4) being used to help overcome
shorter-term constraints to long-term
development, to promote reform of
sectoral economic policies, to support
the critical sector priorities of
agricultural production and natural
resources, health, voluntary family
planning services, education, and income
generating opportunities, to bring about
appropriate sectoral restructuring of the
Sub-Saharan African economies, to support
reform in public administration and
finances and to establish a favorable
environment for individual enterprise and
self-sustaining development, and to take

N/A

I
~
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into account, in assisted policy reforms,
the need to protect vulnerable groups;
(5) being used to increase agricultural
production in ways that protect and
restore the natural resource base,
especially food production, to maintain
and improve basic transportation and
communication networks, to maintain and
restore the renewable natural resource
base in ways that increase agricultural
production, to improve health conditions
with special emphasis on meeting the
health needs of mothers and children,
including the establishment of
self-sustaining primary health care
systems that give priority to preventive
care, to provide increased access to
voluntary family planning services, to
improve basic literacy and mathematics
especially to those outside the formal
educational system and to improve primary
education, and to develop
income-generating opportunities for the
unemployed and underemployed in urban and
rural areas?

v. International Development Act Sec.
711, FAA Sec. 463. If project will
finance a debt-for-nature exchange,
describe how the exchange will support
protection of: (~) the world's oceans
and atmosphere, (2) animal and plant
species, and (3) parks and reserves; or
describe how the exchange will promote:
(4) natural resource management,
(5) local conservation programs,
(6) conservation training programs,
(7) public commitment to conservation,
(8) land and ecosystem management, and
(9) regenerative approaches in farming,
forestry, fishing, and watershed
management.

N/A

\

w. FY 1990 Appropriations Act Sec. 515.
If deob/reob authority is sought to be N/A
exercised in the provision of DA
assistance, are the funds being obligated
for the same general purpose, and for
countries within the same region as
originally obligated, and have the House
and Senate Appropriations Committees been
properly notified?
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2. Development Assistance Project Criteria
(Loans Only)

a. FAA Sec. 122(b). Information and
conclusion on capacity of the country to
repay the loan at a reasonable rate of
interest.

b. FAA Sec. 620(d). If assistance is
for any productive enterprise which will
compete with u.s. enterprises, is there
an agreement by the recipient country to
prevent export to the U.S. of more than
·20 percent of the enterprise's annual
production during the life of the loan,

. or has the requirement to enter into such
an agreement been waived by the President
because of a national security interest?

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

3. Economic Support Fund Project Criteria

a. FAA Sec. 53l(a). Will this
assistance promote economic and political
stability? To the maximum extent
feasible, is this assistance consistent
with the policy directions, purposes, and
programs of Part I of the FAA?

b. FAA Sec. 53l(e). Will this
assistance be used for military or
paramilitary purposes?

c. FAA Sec. 609. If commodities are to
be granted so that sale proceeds will
accrue to the recipient country, have
Special Account (counterpart)
arrangements been made?

N/A

N/A
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3(A)2 - NON PROJECT ASSISTANCE CHECKLIST

The criteria listed in Part A are applicable
generally to FAA funds, and should be used
irrespective of the program's funding source.
In Part B a distinction is made between the
criteria applicable to Economic Support Fund
assistance and the criteria applicable to
Development Assistance. Selection of the
criteria will depend on the funding source for
the program.

CROSS REFERENCES: IS COUNTRY CHECKLIST UP
TO DATE? HAS STANDARD
ITEM CHECKLIST BEEN
REVIEWED?

A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE

1.

2.

3.

FY 1990 Appropriations Act Sec. 523;
FAA Sec. 634A. Describe how
authorization and appropriations
committees of Senate and House have
been or will be notified concerning
the proJect.

FAA Sec. 6ll(a)(2). If further
legislative action is required within
recipient country, what is basis for
reasonable expectation that such action
will be completed in time to permit
orderly accomplishment of purpose of the
assistance?

FAA Sec. 209. Is assistance more
efficiently and effectively provided
through regional or multilateral
organizations? If so, why is assistance
not so provided? Information and
conclusions on whether assistance will
encourage developing countries to
cooperate in regional development
programs.

A Congresslona1 Notl­
flcation was submitted
on Nov. 19, 1990.

N/A

No.
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FAA Sec. 601(a). Information and
conclusions on whether assistance will
~ncourage efforts of the country to:
(a) increase the flow of in~ernational

trade; (b) foster private initiative and
competition; (c) encourage development
and use of cooperatives, credit unions,
and savings and loan associations;
(d) discourage monopoli$tic practices;
(e) improve technical efficiency of
industry, agriculture, and commerce; and
(f) strengthen free labor unions.

The asslstance wlll
support efforts of the
GOC to foster prlvate
lnltlatlve through
lncorporatlon of non­
governmental organlzatlOnt.
into the prlmary health
care system.

5. FAA Sec. 601(0). Information and
conclusions on how assistance will
encourage u.S. private trade and The program wlll flnance
investment abroad and encourage private ".S. exports of health­
U.S. participation in foreign assistance care commodltles to

. programs (including use of private trade Chlle.
channels and the services of U.S. private
enterprise).

6. FAA Sec. 121(d). If assistance is being
furnished under the Sahel Development ~x N/A
Program, has a determination been made
that the host government has an adequate
system for accounting for and controlling
receipt and expenditure of A.I.D. funds?

B. FUNDING CRITERIA FOR NONPROJECT ASSISTANCE

1. Nonproject Criteria for Economic Suppor~ N/A
Fund .

a. FAA Sec. 531(a). Will this
assistance promote economic and political
stability? To the maximum extent
feasible, is this assistance consistent
with the policy directions, purposes, and
programs of Part I of the FAA?

b. FAA Sec. 53l(e). Will assistance
under this chapter be used for military
or paramilitary activities?
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c. FAA Sec. 531(d). Will ESF funds made
available for commodity import programs
or other program assistance be used to
generate local currencies? If so, will
at least 50 percent of such local
currencies be available to support
activities consistent with the objectives
of FAA sections 103 through 106?

d. FAA Sec. 609. If commodities are to
be granted so that sale proceeds will
accrue to the recipient country, have
Special Account (counterpart)
arrangements been made?

e. FY 1990 Ap~ropriations Act, Title II,
under heading Economic Support Fund,·
and Sec. 592. If assistance is in the
form of a cash transfer: (a) Are all
such cash payments to be maintained by
the country in a separate account and not
to be commingled with any other funds?
(b) Will all local currencies that may
be generated with funds provided as a
cash transfer to such a country also be
deposited in a special account, and has
A.I.D. entered into an agreement with
that government setting forth the amount
of the local currencies to be generated,
the terms and conditions under which they
are to be used, and the responsibilities
of A.I.D. and that government to monitor
and account for deposits and
disbursements? (c) Will all such local
currencies also be used in accordance
with FAA Section 609, which requires such
local currencies to be made available to
the U.S. government as the U.S.
determines necessary for the requirements
of the U.S. Government, and which
requires the remainder to be used for
programs agreed to by the U.S. Government
to carry out the purposes for which new
funds authorized by the FAA would
themselves be available? (d) Has
Congress received prior notification
provid~ng in detail how the funds will be
used, including the U.S. interests that
will be served by the assistance, and, as
appropriate, the economic policy reforms
that will be promoted by the cash
transfer assistance?
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2. Nonproject Criteria for Development
Assistance

a. FAA Sees. 102(a), Ill, 113, 281(a).
Extent to which activity will: (1)
effectively involve the poor in
development, by expanding access to
economy at local level, increasing
labor-intensive production and the use of
appropriate technology, spreading
investment out from cities to small towns
and rural areas, and insuring wide
participation of the poor in the benefits
of development on a sustained basis,
using the appropriate U.S. institutions;
(2) help develop cooperatives, especially
by technical assistance, to assist rural
and urban poor to help themselves toward
better life, and otherwise encourage
democratic private and local governmental
institutions; (3) support the self-help
efforts of developing countries;
(4) promote the participation of women in
the national economies of developing
countries and the improvement of women's
status; and (5) utilize and encourage
regional cooperation by developing
countries?

b. FAA Sees. 103, 103A, 104, 105, 106,
120-21. Is assis~ance being made
available (include only applicable
paragraph which corresponds to source of
funds used; if more than one fund source
is used for assistance, include relevant
paragraph for each fund source):

(1) [103] for agriculture, rural
development or nutrition; if so
(a) extent to which activity is
specifically designed to increase
productivity and income of rural poor;
[103A] if for agricultural research,
account shall be taken of the needs of
small farmers, and extensive use of
field testing to adapt basic research
to local conditions shall be made; (b)
extent to which assistance is used in
coordination with efforts carried out

Th1S program targets
rnunlclpallties In
rural areas and will
ass1St them to prov1de
prlmary health care.
The program lS a GOC
1n1t1at1ve.

No.

~(
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under Sec. 104 to help improve
nutrition of the people of developing
countries through encouragement of
increased production of crops with
greater nutritional value; improvement
of planning, research, and education
with respect to nutrition, particularly
with reference to improvement and
expanded use of indigenously produced
foodstuffs; and the undertaking of
pilot or demonstration programs
explicitly addressing the problem of
malnutrition of poor and vUlnerable
people; and (c) extent to which
activity increases national food
security by improving food policies and
management and by strengthening
national food reserves, with particular
concern for the needs of the poor,
through measures encouraging domestic
production, building national food
reserves, expanding available storage
facilities, reducing post harvest food
losses, and improving food distribution.

(2) [104) for population planning
under Sec. 104(b) or health under Sec. ThlS program emphaSlzes
104(c); if so, extent to which activity low-cost, integrated
emphasizes low-cost, integrated health care systems for
delivery systems for health, nutrition the urban and rural poor,
and family planning for the poorest implemented through
people, with particular attention to cllnlcs and non-government
the needs of mothers and young organizatlons.
children, using paramedical and
auxiliary medical personnel, clinics
and health posts, commercial
distribution systems, and other modes
of community outreach.

(3) [105] for education, public
administration, or human resources
development; if so, (a) extent to which
activity strengthens nonformal
education, makes formal education more
relevant, especially for rural families
and urban poor, and strengthens
management capability of institutions
enabling the poor to participate in
development; and (b) extent to which
assistance provides advanced education

N/A
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and training of people of developing
countries in such disciplines as are
required for planning and
implementation of public and private
development activities.

(4) [106] for energy, private
voluntary organizations, and selected
development problems; if so, extent
activity is:

(i)(a) concerned with data collection
and analysis, the training of skilled
personnel, research on and
development of suitable energy
sources, and pilot proJects to test
new methods of energy production; and
(b) facilitative of research on and
development and use of small-scale,
decentralized, renewable energy
sources for rural areas, emphasizing
development of energy resources which
are environmentally acceptable and
require minimum capital investment;

(ii) concerned with technical
cooperation and development,
especially with U.S. private and
voluntary, or regional and
international development,
organizations;

(iii) research into, and evaluation
of, economic development processes
and techniques;

(iv) reconstruction after natural or
manmade disaster and programs of
disaster preparedness;

(v) for special development
problems, and to enable proper
utilization of infrastructure and
related projects funded with earlier
U.S. assistance;

(vi) for urban development,
especially small, labor-intensive
enterprises, marketing systems for
small producers, and financial or
other institutions to help urban poor
partlcipate in economic and social
development.
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(5) [120-21] for the Sahelian region;
if so, (a) extent to which there is
international coordination in planning
and implementation: participation and
support by African countries and
organizations in determining
development priorities: and a
long-term, multidonor development plan
which calls for equitable
burden-sharing with other donors; (b)
has a determination been made that the
host government has an adequate system
for accounting for and controlling
receipt and expenditure of projects
funds (dollars or local currency
generated therefrom)?

DRAFTER:GC/LP:EHonnold:6/22/90:2169J
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SC(l) - COUNTRY CHECKLIST

Listed below are statutory criteria applicable
to: (A) FAA funds generally; (B)(l) Development
Assistance funds only; or (B)(2) the Economic
Support Fund only.

A. GENERAL CRITERIA FOR COUNTRY ELIGIBILITY

1.

2.

FY 1990 Appropriations Act
Sec. 569(b). Has the President
certified to the Congress that the
government of the recipient country is
failIng to take adequate measures to
prevent narcotIc drugs or other
controlled substances which are
cultivated, produced or processed
illicitly, in whole or in part, in such
country or transported through such
country, from being sold illegally
withIn the Jurisdiction of such country
to United States Government personnel
or their dependents or from entering
the United States unlawfully?

FAA Sec. 481(h); FY 1990
ApproprIations Act Sec. 569(b). (These
provisions apply to assistance of any
kind provided by grant, sale, loan,
lease, credit, guaranty, or insurance,
except assistance from the Child
Survival Fund or relating to
international narcotics control,
disaster and refugee relief, narcotics
education and awareness, or the
provIsion of food or medicine.) If the
recipient is a Wmajor illicit drug
producIng country· (defined as a
country producing during a fiscal year
at least five metric tons of opium or
500 metrIc tons of coca or marijuana)
or a -major drug-transit countryW
(defined as a country that is a
significant direct source of illicit
drugs significantly affecting the
United States, through which such drugs

no, the .l:'resiue.ll1:- 11= liVt:

so certi":ied.

The recipient is not a
major illicit drug
producing or drug-trans
country.

Draft:LAC/SAM:JDSchneider 12/20/90
Clearance:GC/LAC:PSullivan ARA/SC:KStevens
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are transported, or through which
significant sums of drug-related
profits are laundered with the
knowledge or complicity of the
government): (a) Does the country have
in place a bilateral narcotics
agreement with the United States, or a
multilateral narcotics agreement? and
(b) Has the President in the March 1
International Narcotics Control
Strategy Report (INSCR) determined and
certified to the Congress (without
Congressional enactment, within 45 days
of continuous session, of a resolution
disapproving such a certification), or
has the President determined and
certifled to the Congress on any other
date (with enactment by Congress of a
resolution approving such
certification), that (1) during the
previous year the country has
cooperated fully with the United States
or taken adequate steps on its own to
satisfy the goals agreed to in a
bilateral narcotics agreement ~ith the
United States or in a multilateral
agreement, to prevent illicit drugs
produced or processed in or transported
through such country from being
transported into the United States, to
prevent and punish drug profit
laundering in the country, and to
prevent and punish bribery and other
forms of pUblic corruption which
facilitate production or shipment of
illicit drugs or discourage prosecution
of such acts, or that (2) the vital
national interests of the United States
require the provision of such
assistance?

1986 Drug Act Sec. 2013. (This section
applies to the same categories of
assistance subject to the restrictions
in FAA Sec. 481(h), above.) If
recipient country is a -major illicit
drug producing country- or -major
drug-transit country· (as defined for
the purpose of FAA Sec 48l(h», has the
President submitted a report to

The recipient 15 not
a major ill1cit drug
producing or drug­
transit country.
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Congress listing such country as one:
(a) which, as a matter of government
policy, encourages or facilitates the
production or distribution of illicit
drugs; (b) in which any senior official
of the government engages in,
encourages, or facilitates the
production or distribution of illegal
drugs; (c) in which any member of a
U.S. Government agency has suffered or
been threatened with violence inflicted
by or with the complicity of any
government officer; or (d) which fails
to provide reasonable cooperation to
lawful activities of U.s. drug
enforcement agents, unless the
President has provided the required
certification to Congress pertaining to
U.s. national interests and the drug
control and criminal prosecution
efforts of that country?

FAA Sec. 620(c). If assistance is to a
government, is the government indebted
to any U.S. citizen for goods or
services furnished or ordered where:
(a) such citizen has exhausted
available legal remedies, (b) the debt
is not denied or contested by such
government, or (c) the indebtedness
arises under an unconditional guaranty
of payment given by such government or
controlled entity?

FAA Sec. 620(e)(l). If assistance is
to a government, has it (including any
government agencies or subdivisions)
taken any action which has the effect
of nationalizing, expropriating, or
otherwise seizing ownership or control
of property of U.S. citizens or
entities beneficially owned by them
w1thout taking steps to discharge its
obligat1ons toward such citizens or
entities?

The government is not
so indebted.

The government has
not taken such action.
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FAA Secs. 620(a), 620(f), 6200; FY 1990
Appropriations Act Secs. 512, 548. Is
recipient country a Communist country?
If so, has the President: (a)
determined that assistance to the
country is vital to the security of the
United states, that the recipient
country is not controlled by the
international Communist conspiracy, and
that such assistance will further
promote the independence of the
recipient country from international
communism, or (b) removed a country
from applicable restrictions on
asslstance to communist countries upon
a determination and report to Congress
that such action is important to the
natlonal interest of the United
states? will assistance be provided
either directly or indirectly to
Angola, Cambodia, Cuba, Iraq, Libya,
Vietnam, South Yemen, Iran or Syria?
will assistance be provided to
Afghanistan without a certificatlon, or
will assistance be provided inside
Afghanistan through the
Soviet-controlled government of
Afghanistan?

The reclplent is not
a Communist country.

7. FAA Sec. 620(jt. Has the country
permitted, or failed to take adequate
measures to prevent, damage or
destruction by mob action of U.S.
property?

Check wi Southern Cone
8. FAA Sec. 620(1). Has the country

railed to enter into an investment
guaranty agreement with OPIC?

The country has taken
adequate measures to
prevent such actions.

The country does not
currently have an OPIC
agreement.

9. FAA Sec. 620(0); Fishermen's Protective
Act of 1967 (as amended) Sec. 5. (a)
Has the country seized, or imposed any
penalty or sanction against, any U.S.
fishing vessel because of fishing
activities in international waters?
(b) If so, has any deduction required
by the Flshermen's Protective Act been
made?

The country has not
taken such action.
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10. FAA Sec. 620( ); FY 1990 A ro rlations
Act Sec. 1 Brooke Amen ment. a
Has the government of the recipient
country been in default for more than
SlX months on interest or principal of
any loan to the country under the FAA?
(b) Has the country been in default for
more than one year on interest or
principal on any u.s. loan under a
program for which the FY 1990
Appropriations Act appropriates funds?

11. FAA Sec. 620(s). If contemplated
assistance is development loan or to
come from Economic Support Fund, has
the Administrator taken into account
the percentage of the country's budget
and amount of the country's foreign
exchange or other resources spent on
milltary equipment? (Reference may be
made to the annual -Taking Into
Conslderation- memo: -Yes, taken into
account by the Administrator at time of
approval of Agency OYB.- This approval
by the Administrator of the Operational
Year Budget can be the basis for an
affirmative answer during the fiscal
year unless significant changes in
circumstances occur.)

12. FAA Sec. 620(t). Has the country
severed diplomatic relations with the
United States? If so, have relations
been resumed and have new bilateral
assistance agreements been negotiated
and entered into since such resumption?

13. FAA Sec. 620(u). What is the payment
status of the country's U.N.
obligations? If the country is in
arrears, were such arrearages taken
into account by the A.I.D.
Adm1nlstrator in determining the
current A.I.D. Operational Year
BUdget? (Reference may be made to the
-Taking into Consideration- memo.)

The country 1S not
in default

N/A

The country has not
severed diplomatic
relations with the
United States.

The country 1S not
in arrears.
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FAA Sec. 620A. Has the President
determined that the recipient country
grants sanctuary from prosecution to
any individual or group which has
committed an act of international
terrorism or otherwise supports
international terrorism?

FY 1990 Appropriations Act Sec. 564.
Has the country been determined by the
President to: (a) grant sanctuary from
prosecution to any individual or group
which has committed an act of
international terrorism, or (b)
otherwise support international
terrorlsm, unless the President has
waived this restriction on grounds of
national securlty or for humanitarian
reasons?

ISDCA of 1985 Sec. 552(b). Has the
Secretary of State determined that the
country is a high terrorist threat
country after the Secretary of
Transportation has determined, pursuant
to section 1115(e)(2) of the Federal
Aviation Act of 1958, that an airport
in the country does not maintain and
administer effective security measures?

FAA Sec. 666(b). Does the country
object, on the basis of race, religion,
national origin or sex, to the presence
of any officer or employee of the U.S.
who is present in such country to carry
out economic development programs under
the FAA?

FAA Sees. 669 670. Has the country,
after August 3, 1977, delivered to any
other country or received nuclear
enrichment or reprocessing equipment,
materials, or technology, without
specifled arrangements or safeguards,
and without special certification by
the President? Has it transferred a
nuclear explosive device to a
non-nuclear weapon state, or if such a
state, either received or detonated a
nuclear explosive device? (FAA Sec.
620E permits a special waiver of Sec.
669 for Pakistan.)

The President has
not so determined.

The President has
not so deterrnlned.

The Secretary of
State has not so
determlned.

The country does
not so obJect.

The country has not
so delivered or
transferred such
equipment or devicea
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19. FAA Sec. 670. If the country is a
non-nuclear weapon state, has it, on or
after August 8, 1985, exported (or
attempted to export) lllegally from the
United States any material, equipment,
or technology which would contribute
significantly to the ability of a
country to manufacture a nuclear
explosive device?

20. ISDCA of 1981 Sec. 720. Was the
country represented at the Meeting of
Ministers of Foreign Affairs and Heads
of Delegations of the Non-Aligned
Countries to the 36th General Assembly
of the U.N. on Sept. 25 and 28, 1981,
and dld it fail to dlsassociate itself
from the communique issued? If so, has
the President taken it into account?
(Reference may be made to the WTaking
into Consideration Wmemo.)

21. FY 1990 Appropriations Act Sec. 513.
Has the duly elected Head of Government
of the country been deposed by military
coup or decree? If assistance has been
terminated, has the President notified
Congress that a democratically elected
government has taken office prior to
the resumption of asslstance?

22. FY 1990 Appropriations Act Sec. 539.
Does the recipient country fully
cooperate with the international
refugee assistance organizations, the
United States, and other governments in
facilitating lasting solutions to
refugee situations, including
resettlement without respect to race,
sex, religion, or national origin?

The country has not
so attempted.

':he President has so
..taken ,1t into account
in the "Taki.ilq Into
Consideranon" narD.

A democratically
elected government i
in office.

The recipient fully
cooperates.
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A~~EX E

Initial Environmental Examination

Project Location

ProJect Title

Project Number

Funding

Llfe of Project

lEE Prepared by

Re=on~ended Threshcld Decislon

Chile

Program for the Immediate
Improvement of Primary
Health Care

513-0350

$10 million (G)

2 years

Jeffrey J. Brokaw
LAC/DR/E

Categorical Exclusion

ProJect Descriptlon: The purpose of the Government of Chile'S
Pro9rar for the I~medlate Improvement of Primary Health Care 1S
to i~prcve the quallty and access of primary health care for
thE Ctl1ean populatlon, especially the population's poorest
sectors. The Prograr's SlX components are:

1. Strengthenlng Prlr.ary Health Care in Rural Areas -- The
supErvlsory syste~ of the Dlrectorate of Prlmary Health Care
for each Health Servlce Area will be strengthened. This will
be done through tralnlng and motivational workshops, manage~ent

ap~ralsals ln each Service Area, adjustments in the resource
a1locatlon syster, development of educational materials,
revlsed Agreements between the Ministry of Health and the
~uniclpal health syste~, and establishment of community
ccunclls and com~unlty support systems ..
2. Studles for Improvement of Planning, Administration and
Supervision - Operations research, special studies, and
development of an information system at the primary level wlll
be done for design, implementation, monitoring and evaluation
of Primary Health Care system interventions.

3. Basic Reeguipment at the Primary-Health Level -- The
capacity of the primary-level health facilities to diagnose and
treat disease will be improved. Standardized, basic, and
technologically appropriate equipment will be provided. Staff
will be increased and trained in the equipment's use.
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4. Incorporation of Non-governmental Organizations (NGOs) into
the Primary Care System -- A public-private partnership will be
forged to provide basic nealth care as well as specific
services, such as mental health or health education, to
populations where no pUblic system is currently operating.

5. Development of Innovative Models of Care -- Innovative
preventative and curative health care services will be
developed and implemented that are oriented toward current
epidemiological profiles, especially those diseases affecting
adolescents and the elderly. Improvement in targeting and
access of basic primary health services will also be made.

6. External Technical Assistance -- The Ministry of Health will
be supported and advised in the development of suitable prograr.
interventions and other monitoring/evaluation and system
management activlties.

..

Date -",();..;c.;..;."_~1~vl.....:../..;q~90- I

Date

PaUl Fritz
Representative
USAID/Santiago

Concurrence:

Er.Vlron~ental I~pacts and Recommendation: Under 22 CFR Part
216.2(C) (2) (Vlll), programs lnvolving nutrition, health care or
pop\...:i.atlon and family planning services qualify for a
Categorlcal Exc:~sion except to the extent that such activitles
include those dlrectly affecting the environment (such as
construction of facilities, water supplies systems, waste water
treatment, etc.). The Immediate Improvement of Primary Health
Care Prograr. involves institution building, technical
assistance, studies, training, and the provision of some
medlcal equipment. It does not include activities that will
dlrectly affect the environment. Therefore, a categorical
Exclusion is Recommended for~pro ram.



III

ajUlL-b£a' ,",~y fJA,,4'
~/~~,d.. ,~

I,
1',·1

ANNEX F

SANTIAGll, 10 rle 0clubT'" d~ 1990

~l Gobierno de Chile est5 C'f~('tll.'311do U::1 P!'ogr'::I1~3. d€' Corto
PJaza p~raf ea- Mejn-rJllllP.nto de Ia Ate.o.c:"oll Pr:unaria ,1.-; Sall)C, CO::I <:;1 00­
jet0 d~~ una de las principales def1cie~cl~~ que eXJst~ ~~t,~~l­

roenre en e1 ~~tor ~alud. EB~e Progra~ ~s "~?orr~~r~. peroLt I? AtFn­
cion PriMai$a; desd~ el pu~to de vist~ de la rJblac~6n. l~pr~~Lnta ],
puerta de~ al Sistell1a de Sa]ud, ql1(' V(~ f'n el1a 1'1'1' 1.J:3ge" ,:;10::-,,1
del 5ist~"~tat~ destinado a este temd.

'I,
E1 Pt~glram;t e,_mtempJa .1ccic,n<2s ten'3 c'j"npllJ:' 10'-; EJgul,",~l­
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1.-

2.-

~~jo~i;!o oportlmidad y calidad del Jcce~o a] =J~t0~~ Lftdta~ ~e
Ate~c~ ~ri~Rria d~ 16 3~Jud por p~rt0 ~~ lA~ ~AhYr~ d€ lqS 20~3S

rurales 'Sr <1qll~] los ubicados en It.,.!, arl~ds urhanas:.
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~1 ~o 'perfil epidellUologl.co t incluv£.ndo acciones cit:. pr.;:vcnC:W"1 '
ed~~~~ ron ~nfasis en la atenclon de adult0s V acole~~crtes.

'.
3.- de sistemas eficieute .... de ad:::lim stc2C1.0n de

la Salud t mejorl.'lndo los ~ist~mas de lnforma

I

~pUl'sto de ~"

Para ~ealizar todo este programa. Sr ha e8tina~c un presu
27 mill&ne6 en el pertodo 1990 - 1992.

Para est~s efectos. me perrnito so1i,itar SU3 gestlones er
ord~n a ob~er la part;cipacjon del Gob~erno de E~taccs unldo3 de I~e­

r~cu a tYa~5 de A.I.D., colabo~a4do ~o~ el fira~ciaclcnL0 1el Progr~ma
l"'itado eu .. 'CIOtlro de tTS$ 10 millones. De esta canl~d.=.G. l's:. 0.3 ;2lJ<1
neg sera~ d~ti~ado~ a pr~gramas locales y el re~~~. vss D.7 m1.11on pa~
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A.LD. . I
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ANNEX G

TECHNICAL ASSISTANCE PROJECT

AddItional support to the Government of Chile's Program
for the ImmedIate Improvement of Primary Health Care (PII/PHC)
Includes a 2 year US$500,OOO Technical ASSIstance ProJect. It
is deslgned to support and advise the Ministry of Health
regarding development of sUItable program interventions, and
other monltorlng/evaluation and system management activltles.

This Technlcal Asslstance Project contalns the
following components: 1) TechnIcal Asslstance for the Program
for the Immedlate Improvement of Primary Health Care, 2)
Program Support (Program Coordlnator), and 3) Audlt and
Flnanclal ReVlews.

I. TechnIcal Asslstance for PII/PHC

A. Identify Technlcal Assistance Needs

The Technical Asslstance Project of the Chile Program
for the Immedlate Improvement of PrImary Health Care wlll
prOVIde selected appropriate technlcal asslstance to the
MInIstry of Health. A maJor part of this is assistance in
addreSSIng lnformatlonal or technIcal needs on a short term
baSIS in the areas of health care management, health care
fInancIng, and studles/research.

The services requlred may include operations research,
systems analyses, specIal studies, and development of an
lnformatlon system at the prlmary level to aSSIst with design,
ImplementatIon, monitorIng, and evaluatlon of PrImary Health
Care lnterventlons In order to improve the effICIency and
effectIveness of prlmary health serVIce dellvery. Examples of
these studIes may Include the followlng:

- DeSIgn and implementation of a system to obtaln cost
InformatIon at the primary care level.

- DIagnOSIS and monltoring of the efficiency of the
health delivery system at the regional Health Service
Area.

- JIm: Please expand thIS section



PHASE I:

In order to support and adVIse the MInistry of Health
regarding development of suitable program interventions and
other monitorIng/evaluation and system management actIVItIes,
the A.I.D. LatIn AmerIca and CarIbbean Bureau wIll prOVIde the
technIcal services of a ser.ior U.S. technIcal consultant (at no
cost to the MOH or USAID). This consultant will be funded
through the new LAC RegIonal Health and NutrItion TechnIcal
SerVIces Support ProJect (598-9657).

Scope of Work:

The consultant wIll work WIth the MOH to carry out the
following tasks:

1. Review and gaIn famIlIarIty with the Government of
ChIle's Program for Irnmrnediate Improvement of PrImary
Health Care (PII/PHC);

2. ReVIew both admInIstratIve/managerIal and technIcal
constraInts of the PII/PHC especially those WhICh
Impede the instItutional and policy reform efforts of
the MOH;

3. ASSIst the MOH wrth1the systematic IdentIfIcatIon
and prelImInary development of operatIons research,
speCIal studIes, informatIon systems, and other
approprIate research efforts to defIne and address
these constraInts;

4. Identify the types of technical assistance reqUIred
to support and adVIse the MOH in deSIgn,
implementation, and analyses of health fInancing and
health management operatIons research, special studies,
InformatIon systems, and other appropriate research
efforts as defined in #2 and #3 above;

5. Prepare a 2 year Plan of Action for Technical
ASSIstance to the MOH for the PII/PHC Program WhICh
Includes IdentificatIon of speCIfic A.I.D. central
S&T/Health and/or LAC RegIonal contracts that are able
to prOVIde the reqUIred short term technIcal
assistance; and

6. Provide additional technIcal assistance to the MOH
as approprlate.



QualifIcations of technical consultant:

1. PhD in social sCIence/DrPh In PublIC Health;

2. Strong working knowledge and technical SkIlls In
health research (particularly operations research, data
bases, informatIon systems, evaluation);

3. Fluency in Spanlsh requlred (S-3/R-3);

4. Familiarity with A.I.D. procedures and programs,
especially with potential "buy-ins" to S&T/Health and
LAC Regional TechnIcal Assistance ProJects; and

5. Overseas experience In proJect design and
implementatIon In the LAC RegIon.

Time: two (2) weeks beginning o/a December 3, 1990.

ResponsIbIlItIes: The technical adVIsor WIll report to Paul
Fritz, AID/RepresentatIve, and work WIth Dr. Carlos Andrlquez
and James SItrlck, OffIce of InternatIonal Cooperation,
MinIstry of Health and other MInistry of Health offICIals
IdentifIed by the OIC.

Reporting: The technical adVisor WIll debrief the MOH and
USAID, and submIt a draft report to them for reView prIor to
departure from country. A fInal report (which will include
identification of operations research and other special
studies/research to be implemented by the MOH, the plans for
design and implementation of research/studIes, and scopes of
work for the necessary A.I.D. supported technical aSSIstance)
WIll be sent to USAID/Chile not later than January 14, 1991 for
presentation to the MOH.

PHASE II:

Based on USAID/Chile and MOH review and concurrence
with this proposed 2 year Plan of Action for Technical
ASSIstance, USAID will prepare the reqUIred PIO/Ts for
"buy-Ins" to the centrally funded AID/W proJects.

Due to the need for timeliness and a quick response for
the provision of technical assistance, additional support from
LAC/DR/HPN WIll be reqUIred In order to complete document
preparation and contracting for the "buy-ins" as well as to
facilItate tImely prOVISIon of appropriate short term technIcal
assistance throughout the two year perIod of thIS Program.



B. Management

This component will be managed by USAID/Ch1le. The
techn1cal serVIces required WIll be procured, in most cases, by
uSIng Program funds (approxImately US$500,OOO wIll be reserved
for fore1gn exchange costs of technical assIstance) to "buy-in"
to centrally-funded A.I.D. projects (includ1ng S&T and LAC
RegIonal ProJects) as required for the specIfic technical
advisory tasks.

USAID/Chile will coordinate the requests for technical
assIstance through these contracts wIth the Ministry of
Health. The Ministry of Health, through the Program
CoordInator (refer to SectIon II. of thIS Annex) will submIt
written requests to USAID (at least 1 month prior to the
requested arrival date of the technical consultant) for all
short term technIcal assIstance and 1nclude specIfIc scopes of
work, dates, durat10n of assIgnment, identifIcatIon of
responsIble MOH offIcIals, and the techn1cal advisor's
qual1f1cations and name(s), 1f known.

C. Relat1onsh1p to Other A.I.D. ProJects

1. The SC1ence and Technology Bureau (S&T) works wIth
the Lat1n America and CarIbbean Bureau to ensure that the most
appropriate applicat10ns of science and technology are used to
complement and support development programs. The S&T off1ces
carry out their respons1b1l1t1es through technical ass1stance
to LAC f1eld programs and 1mpiementatlon of ass1stance proJects
Wh1Ch respond to needs that extend beyond b1-Iateral or
regIonal 1nterests or capab1lities. To this end there eX1st
spec1f1c S&T proJects Wh1Ch are relevant to the components
Ident1fied 1n this Program. An 111ustration of an appropr1ate
S&T Project WhICh could prov1de appropriate technical
assIstance support to the GOC PII/PHC Program is as follows:

ProJect T1tle: APPLIED RESEARCH IN CHILD SURVIVAL SERVICES
(ARCSS)

Project #: 639-5992 Coop Agreement #: DPE-5992-A-OO-0050-00

Purpose/Descript1on: Methodolog1es developed under PRICOR-II
revealed widespread shortcomIngs in the way primary health care
(child survival) services are actually delivered in large scale
programs. The ARCSS project w1ll continue and refine the
Innovative strategIes developed under PRICOR-II as well as
address new technical areas. Major Issues and new areas for
the ARCSS project Include the following activities:



1. Refinement of data collection methodologies;
2. Generation of systems analyses/operatIons research
data base;
3. Further sImplifIcatIon of operatIons research
studIes;
4. Adaptation of systems analysis for routIne use as a
management Information system;
5. ApplIcatIon of research to POlICY and management
issues;
6. Correlation of process and effectiveness measures;
7. ExamInation of cost Issues; and
8. TraInIng.

Services: Limited short term technical assIstance and
traIning In addressing qualIty-of-care and related tOPICS
IdentIfIed above. Selected technIcal services can be carried
out through missIon "buy-ins".

ImplementIng Agency: UniversIty Research CorporatIon (URC)
Center for Human ServIces
7200 WisconsIn Ave.
Bethesda, Maryland 20814-4204
Contact: DavId NIcholas, M.D.
Phone: 301/654-8338

Subcontractors: Johns Hopkins InstItute for InternatIonal
Programs

Academy for EducatIonal Development (AED)

2. In addItIon, the Latin Amerlca and CarIbbean Bureau
has authorized an LAC RegIonal proJect to assist mISSIons In
developing regional and bIlateral programs and actIvitIes in
the health and nutrition sectors of LAC. The proJect IS as
follows:

Project TItle: HEALTH AND NUTRITION TECHNICAL SERVICES
SUPPORT PROJECT (HNTSS)

ProJect #: 598-9657

Purpose/DescriptIon: The purpose of this proJect IS to
Improve the effectIveness of strategies, programs, and proJects
in the areas of health management, health financing, and
nutrition in the LAC Region by facIlItating the exchange and
application of technology and informatIon among LAC MissIons
and LAC host country instItutions wIth respect to actIvitIes In
these areas.



SerVIces: To achIeve these purposes, the project will fund
the followIng serVIces, utIlizing regional LAC funds and also,
Mission funds through the "buy-In" mechanIsm.

a. A "Core Contract" wIth the UniversIty Research Corporation
(URC) will provIde advisors In the areas of health management
and health flnance (of relevance for the PII/PHC Program). The
advIsors will asslst the LAC MissIons, as requested, in such
activIties as the preparation of strategies, analyses, and
assessments; the performance of evaluations; the preparation of
analyses required for PIDs and PPs; development of tracking and
monItorIng systems; carrying out operations research, specIal
studIes, and cross cuttlng evaluations; and Information
exchange.

The Core Contract will also provIde a roster of LAC-experlenced
short term consultants who wIll provlde selected serVlces In
these areas In response to LAC Missions and host country
requests.

URC Coop Agreement #: LAC-0657-C-OO-0051-00

b. A CooperatIve Agreement has been awarded to the Associatlon
of UnIverslty Programs ln Health AdministratIon (AUPHA) for
serVlces In the field of health management education and
traIning. This component currently aims at strengthenIng the
network of health management and trainIng programs in the LAC
Region and the tles between the LAC country traIners and
trainIng institutIons ln North America. Under the CooperatIve
Agreement AUPHA IS to:

- carry out assessments of host country needs and
resources;
- hold workshops and conferences concerning key problem
areas; and
-provIde technical assistance to host country trainIng
programs.

AUPHA Coop Agreement #: LAC-0657-0-A-OO-9031-00



Implementing Agencies: a. UnIverSIty Research Corporation (URC)
7200 WisconSIn Ave.
Bethesda, Maryland 20814-4204
Contact: Lani Marquez
Phone: 301/654-8338

Subcontractors: CommunIty Systems Foundation (CSF)
International SCIence and Technology
Institute (1ST1)

Development Group (DG)

b. ASSOCIatIon of University Programs in
Health AdministratIon (AUPHA)

1911 No. Fort Myer DrIve
Suite 503
ArlIngton, VIrgInIa 22209
Contact: Bernardo RamIrez, M.D.
Phone: 703/524-5525

II. Program Support

In order to aSSIst the MInIstry of Health of the
Government of ChIle with coordinatIng and monItorIng the 2 year
USAID health sector aSSIstance program for PII/PHC, the
serVIces of a Program Coordinator are reqUIred.

A. Proposed Scope of Work:

The Program Coordinator will work WIth the MInIstry of
Health and USAID to carry out the follOWIng tasks:

1. Review and maintaIn familIarIty WIth the GOC Program
for the ImmedIate Improvement of PrImary Health Care;

2. Ensure the implementatIon of the necessary studIes,
assessments, pilot actiVIties, semInars, workshops, and
training actiVIties as well as advise regarding the
purchase of supplies and commoditIes aImed at achIeVIng
the Intended instItutional and POlICY reforms;

3. Monitor the pOlICY and institutional reform program
and prepare all technical reports for the Ministry of
Health as required by USAID/Chile;

4. Coordinate all joint reviews and evaluations of the
instItutIonal and policy reform program;

5. CoordInate and manage requests for external
technical assistance to be supplied through "bUy-Ins"
to central AID/Wand LAC Regional contracts;

~\



6. Prepare and reVIew with the MinIstry of Health and
USAID/Chile any changes or revisIons in the Grant
Agreement;

7. Coordinate and carry out the necessary reviews and
evaluations to ensure that the agreed upon
instItutIonal and POlICY reforms have been properly
implemented; and

8. ProvIde addItIonal program coordinatIon and program
support to the Ministry of Health and USAID/Chile as
appropriate.

QualIfIcations of Program Coordinator:

1. MPH in Health AdmInistration (or other related
public health degree);

2. WrItten and spoken fluency In SpanIsh and EnglIsh
requIred (S-3/R-3);

3. Overseas experience with health programs, especially
In the LAC Region;

4. Strong wrItten and oral communicatIon skills
requIred;

5. FamIlIarity wIth Government of ChIle Ministry of
Health program and procedures required; and

6. FamIlIarity wIth USAID programs and procedures
desIred.

Duration: Available ImmedIately for 24 month period begInnIng
ola December 1990.

B. Management ResponsibIlities:

The program support services of the Program Coordinator
will be contracted by the Ministry of Health uSIng Program
funds (approxImately US$lOO,OOO will be reserved for local
costs). The Program coordinator will work at the MinIstry of
Health under the supervIsion of the Office of International
CooperatIon (OIC) and will liaise with the USAID/Chile
RepresentatIve and hIs/her designee.



III. Audit and Financial ReVIews

AudIts and fInancIal reVIews WIll be performed by an
independent CPA fIrm(s) and WIll be phased to provIde assurance
that procedures and controls are effective In theIr applIcation
durIng Implementation as well as annual complIance
verIfIcatIons. FInanCIal assessments wIll be undertaken at the
InceptIon of the program to provIde financial analyses of the
entity managing the dollar separate and local currency specIal
accounts and of the Ministry of Health. A covenant in the
grant agreement wIll assure that any recommendations resultIng
from the financial analysIs will be Implemented.



The flrst Non-Federal Audit will be performed at the end of
the flrst year of operatlons, which wlil encompass the dollar
transfers. The audlt will examlne implementation of
recommendations of the Flrst Flnanclal Review. A follow-on
flnanclal reVlew will be scheduled shortly thereafter to assure
the effectlve application of any necessary remedlal actions.
Flnally, a program close-out, Non-Federal Audit will be
performed to cOlncide wlth the final program evaluation.

All of the financlal reviews and Non-Federal Audits will be
contracted by A.I.D. and wlil be in accordance wlth establlshed
crlteria, lncludlng General Accountlng Offlce and Generally
Accepted Auditlng Standards. Fundlng wlil be provlded by the
Grant (refer to Annex G. Section III.); the scopes of work for
the flnancial reVlews and Non-Federal Audits wlil be developed
and competed according to standard Regional Inspector General
(RIG) procedures.

ANNEX G:IOI08/90
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AIDAC AID/REP., PAUL FRITZ, CONTROLLER USAID/LIMA

E.O. 12356: N\A
TAGS:
SUBJECT: PROGRAM rOR IMMEDIATE IMPROVEMENT OJ PRIMARY
HEALTH CAHE (513-0350) PID REVIEW

1. INTRODUCTION. THE ISSUES MEETING FOR SUBJECT
PROGRAM WAS HELD UN THURSDAY, SEPT. 13. rHE ISSUES
~EETI~G WAS CHAIHED BY LAC/DR DIHEcrOR PETER BLOOM AND
INCLUDED REPRESENTA'l'IVES tROM LAC/GC, LAC/DR, LAC/SA.."
LAC/DP AND PPC/PE. DUE TO rHE UNI~UE NATUHE OF THE
PROPOSED PROGRAM, IT ~AS DECIDED THAT, IN LIEU UF A FULL
DArc, A SMALLER MEETING WOULD BE HELD ~ITa DAA fREDERI8K
SCHIECK. THE MEETING WAS HELD UN MONDAY, SEPTEMEER 17,
AND ~AS BASED ON A SUMMARY Or THE PROPOSED PROGRAM,
~UOTED IN PAHA. 2.

2. SUMMARY OF PHOPOSED PROGRAM. QUOTE. ACTION
REQUESTED: THAT fJU APPRJVE rHE DEVELUPMENT or A DOLS
le.0 MILLION SECTOR PROGRAM (NON-PHOJECr ASSISTANCE) FOR
PROVISION or U.S. ASSISTANCE ro THE CHILE HEALrH
PHOGRAM. THIS APPHOACH WftS DISCUSSED AND RECOMMENDED
EASED UN THE RESULTS OF THE SEPTEMBER 13TH ISSUES
~EErING FOR THE CHILE PROGHAM FOH THE IMMEDIATE
IMPROVEMFNT uF PRIMARY HEALTH CARE (513-0350).

BACKGRUUND: PUBLIC INTEREST POLLS TAlEN SHURTLY BEfJRE
THE NEW DEMOCRATICALLY ELECTED !:~INISTRATION Or
PRESIDENT AYLWIN TUOK OFFICE IN MA~CB UF 1990 SHU~ED

THAT PROVISION or ADEQUATE HEALTH SERVICES WAS THE
SINGLE MOST URGENT ISSUE FACING THE GOVEHNMENT AND rHE
CHILEAN PUPULATION. IN RESPUNSE, THE GOC BorH
FORMULATED A STRATEGY AND ACTION PLAN, AND MOBILIZED
DUNOR ASSISTANCE IN ORDER TO ADDRESS THIS PRUBLEM. I~

RESPONSE, THE u.s. CONGRESS EARMAR~ED DOLS 1~ MILLIO~

FOR HELP IN QUOTE JUMP STArtrING UN~UOTE THE PRIMAHY
HEALTH CARE SYSTEM.

~ULTILATERAL AND BILATERAL ASSISTANCE (APPRUXIMATELY
DOLS 450 MILLION lOR THE PERIOD 1990-1995) IS TO BE USED
TO ASSIST IN COMPLETING THE HEFOHM or rHE HEALTH SEcrOH
A~D TO AUGME~T THE INVESTMENt BUDGET walCH HAS BEEN
VIRTUALLY NON-EXISTENT OVErt THE PAST DECADE. THE U.S.
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ASSISTANCE IS DESIGNED TO LAY THE EARLY GROUNDWORK FOR
POLICY AND INSTI1UTIONAL REFURMS WHICH ~ILL BE CONrINGED
AND EXPANDED WITH THE SUBS1ANTIAL DONOR ASSISTANCE.

DISCUSSIUN: THE NPA SECTUR PROGRAM APPROACH WOULD 3IVE
THE GOC THE FLEXIBILITY If NEEDS fO EFFECTIVELY
COORDINATE THE A.I.D. RESUURCES wITH NATIUNAL RESUGRCES
A~D WITH 1HOSE O~ OTHEH EXTERNAL DONORS. fURTHERMORE,
THE TYPES OF INSTITUTIONAL ttEFORMS CONTEMPLATED wOULD BE
STRONGLY fACILITATED BY A SECTOR PROGRAM VEFSUS A
PROJECT APPHOACH. THE SPECIAL PROCEDURES AND DETAILED
END USE MONITORING AND CONTRUL REQUIRED IN A PRuJECr
DErEAT THE INTENT or THE u.s. CONGRESS ASSI~TANCE TO BE
fLEXIBLE, QUICK DISBURSIN~, AND SIMPLE. GENERALIZED
SUBSECTOR SUPPORT rOR THE PRIMARY HEALTH CARE PRO~RAM

iOULD ASSURE THAT THE rtESTRUCTUHED SERVICE DELIVERY
MECHANISMS AND PRJGRA~S DEVELOPED BY fEE MUH ARE
CONSISTENT WITS AND CAN fUNCTIO~ EffECTIVELY AND
EFFICIENTLY UNDER THE N0R~AL OPERATI~NS UF TffE PUBLIC
HEALTH SERVICE~. A PROGRAM ftPPROACB IN A COUNTRY LI~E

CHILE WHEHE IMPLEME~TArION CAPACITY AND SKILLS ARE HIJff
ALSO WOULD ALLUW rHE U.s. GUVERNMENT TO SUPPORT THE ~I~D

8F THOUGHTFUL INSTITUTIONAL HEFORM PHOCESS THE CHILEANS
~ANT TO AND NEED TO CARRY JUT ~ITH A.I.D.'S LIMITED
PERSONNEL RESOURCES I~ CEILE.

PROGRAM CHARACTERISTICS: THE ASSISTANCE WILL CO~SIST Of
TERrE PROCESSES: 1) CONDITIONAL DOLLAR DISBURSEMFNT, 2)
LOCAL CURRENCY E~UIVALENT TO THE DULLAR TRA~SjER, A~D ~)

TECHNICAL ASSISTPNCE A~D EVALUATION\AUDIT IN SUPPOHr JF
PROGRAM UBJECTIVES.

TEE DOLLAH DISBUHSEMFNTS ~ILL BE MADE IN TRANCHES (J~E

OR TWO), O~ SATIsrpC1ION or rONDlrlO~~ PRECEDENT
(BENC~MAH~S ~HICH wILL EsrA~LISH THE BASIS FJR THE
INSTITUTIJ~AL AND POLICY REFORMS of THE IrMEDI~TE

I~PROVEMENT O¥ PRI~Aqy HEALtH CAFE PRO~RAM). u.s.
FOREIGN EXCHANGE WILL BE USED Tu FINANCE u.S. I~puRrs

DESTI~ED rOR THE HEALTH ~EcrOR (tISING THE REI~BUR~EME~~

~ETHOD.)

EITHEH PHIOR TO OR AT THE TIME OF EICH DOLLAR
DISBURSEMENT, THE GOG ~ILL DEPOSIT TBE LUCAl CURRE~CY

ECUIVALENT INTO A SPECIAL LOCAL CURRENCY ACCOU~T. FUND8
~ILL THEN BE TRANSFERRED Tu THF PRIMARY BEALrH CARE
SUB-~ECTOR or MOB'S BUDGET A~D WILL BE USED TO 'INA~CE

'APPROXIMATELY ONE-HALF OF THE Goe'S I~MEnIATE
IMPROVEMENT 01 PRIMARY HEALTH CARE PROGRAM (TOTAL
SUB-BUDGET IS DOLS 23 MILLION). THE LOCAL CU~HENCY rILL
BF A CONTRIBUTION TOWARDS IMPLE~ENTATIUN OF TBE POLICY
~ND INSTITUTIONAL HEFOxM OBJECTIVES OF THE PHO;HAM.
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AIDAC AID/REP., PAUL fRITZ, CONTROLLER USAID/LIMA

~ONITORING ARRANGEMENTS: LAC/DR AND LAC/CONi. HAVE
REVIEWED THE fINANCIAL AND TECHNICAL MONITORIN~
FEQUIREMENTS ACCORDI~G TO BOTH CURRENT AND NEW, DRAFr
GUIDA~CE ON LOCAL CURRENCY. LOCAL CURRENCY WILL BE
JOINTLY PHOGRAMMED FOH GENERAL SECrUR SUPPORr, BY
CONTRIBUTING TOWARDS TaE GOC'S IMMEDIATE IMPROVEME~T or
raE pac PROGRAM. AID ~ILL BE REQUIRED TO VERIFY TffAr
LOCAL CURRENCY HAS REACHED THE PRIMARY HEALTH CARE
SUB-SECTOR. AID WILL NOT BE HEQUIHED TO TRACE LOCAL
CURRENCY TO SPECIFIC LINE ITEMS UNDER ACTIVITIES
COMPRISING THE PROJRAM. ON THE TECHNICAL SIDE,

~ CONSISTENT ~ITH LOCAL CURRENCY GUIDANCE A~D OUR
RATIONALE fOR PROVIDING THE ASSISTANCE, THE AID\REP.
WILL RECEIVE PERIODIC TECHNICAL REPORTS O~ THE PRO~RA~

IN GE~ERAL ¥OR APPROXIMATELY TWO YEARS.

TECHNICAL ASSISTA~CE A~D EVALUAiION\AUDIT RE~UIHEMENIS
WILL BE FUNDED THRUUGH A SEPARAfE A.I.D. ~A~AGED DJLLAR
ACCOUNT. DETAILS OF TBE EXACT TECq~ICAL ASSISTA~CE AND
EVALUATIUN/AUDIT REQUIREMENTS wILL BE DEFINED DURI~~
PAAD PREPARATION. END QUOTE.

3. DECISIONS. DURING THE MEETI~G THE DAA A~RrED wIrH
TaE APPRJACH SU~MARIZEr ABJVE ANr PRJVIDED raE FvLLOwI~G

GUIDANCE:

~. THE PUREAU, W8FKING TaRO~~H LEG, SEOUL~ DISCUSS THE
PROPOSED NPA WITH APPROPHIATE CO~GHESSIONAL STAFF. rBIS

SHOULD OCCUR AS SOJ~ AS POSSIBL~-EIrRER REFOrlE O~ walLE
THE DESIGN TEAM IS IN S~~rIAG~ ~OR~I~G ON THE PAAr.

B. GIVFN CONCER~S wITH eUOTE BUY A~ERICA V~~UOTE A~D

CON~RESSIONAL INTEREST IN lEIS PHO~HAM, IT IS IMPORT~~r

IO .n NAN CE HE ALTE- RELATE DIM PuRT S .1" ROM THE U. S. ~ I r a: r gF
FOREIGN EXCHAN~E.

~. THE PAAD DESI~~ TEAM AND THE AID\REP. SHOULD
ASCERTAIN THAT rEE GOC DEDICATE SUFFICIFNT STAFF (AT
LEAST ONE FULL TIME PE~SON) TO ENSURE TIMELY PkOCESSIN;
~F AND ACCOUNTING FUR THE DULLAR ASSISTANCE •

.. D. THERE SHUULD BE TWO DOLLAR DISBURSEMENTS: THE FIRST
SHOULD BE BASED O~ SATISFYI~G CERTAIN
CONDITIONS/BENCHMARKS AND THE SECOND ON A FORMAL
PROGRESS REVIEW A~D THE AID\REP'S ASSESSMENT THAT THE

- GOC HA. S MA DE REA SON ABLE, SUB SrAN TI ALP R0GHESSIN
IMPLEMENTING THE PROGRAM DURING THE .tIRST SIX ro NI~E

MONTHS OF THE PROGRAM. TP.E INFLATION HATE IN CHILE
~AKES IT INADVISABLE TO DI~BURSE DULLARS SUBSTANTIALLY
FASTER THAN THE LOCAL CURRFNCY IS REQUIRED rOF THE
PROGRAM.

E. THE PAAD SHOULD BE CONSISTENT ~ITB NEW, DRAFr LOCAL
CURRENCY GUIDANCE, SOON TU BE ISSUED.
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! UNCLASSIFIED STATE 321528/02

t. fUTURE STEPS. THE AID REP. IS REQUESTED TO DISCUSS
THE PROPOSAL CONTAiNED IN PA~A. 2 WITH Goe OFFICIALS,
PRIOR TO THE ARRIVAL DE THE PAAD DESIGN TEAM. THE PAAD
vESIGN TEAM WILL INCLUDE TWO LAC\DH OFFICEHS (JULIE
KLE~E~T AND PETER LAPERA), WHU WILL COMPLEfE THE PAAD
DURING A TWO TO THREE WEE{ PERIOD BEGINNING SEPTEMBER
27. THE TEAM WILL FOCUS ON DErININ~ APPHOPXIATE
CONDITIONS/BENCHMARKS, MONI1'ORING AND EVALUATION
PROCEDUHES FOR THE PXOGHAM, AS VELL AS TRE PROJxAMMINJ
ANn USE OF DULLARS A~D LUCAL CURRENCY. IN THE LATrER
AREA, THE TEAM ~ILL BE ASSISTED BI JERRY ~ARTIN 01 TBE
CONTROLLER'S OFFICE, USAID/LIMA AND WILL BE ABLE TO
CONSULT WITH JPMES WESBERRY, IHO WILL BE WOR~I~~ ON THE
Hr~IONAL FINANCIAL MANAGEMENT PHOJE:T. BOTB ~ILL BE IN
SANTIAGu DURING TgE FIRST WEr~ uF UCTOBIR.

5. THE BUHE~U iILL ~DvrSE AIDIHEP. OF HEVIEw DArES FJR
THF PAAD (TENTATIVELY THE THIRD OR FO~RTH WK. I~

OCTOBEH). BA~FH
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ANNEX I

A. Socio-polItIcal AnalysIs

1. SocIo-polItIcal Context

ChIle has had a long tradItion of health care
delivery to its general population. Numerous independent
systems of delIvery evolved early in thIS century In such areas
as mIning and the clvil service, which were subsequently
combIned Into a National Health System (SNS). There is also a
tradItIon of Independent private health care providers. The
development of these systems of care reflects a wIdespread
attItude among Chileans that health care IS a social
responsIbIlIty wIthin their natIon.

Although the SNS became a hIghly centralized,
essentIally monopolIstic system operatIng under the dIrect
control of the MInister of Health, with lIttle competItion from
the small prIvate system, most Chileans were reasonably
satisfIed wIth the SNS and proud of the general progress In
health status WhICh it had helped to accomplish. Even wlth the
very long geography which characterIzes ChIle, the SNS dId
Improve and unIfy health status throughout the country.

Given the importance of health care wIthin ChIlean
society, it is not surprIsIng that the MInIstry of Health
became a politically powerful organization. Many politIcIans
served as MInIsters of Health (MOH), and many have been
phYSICIans, Including former President Allende. The extension
of their concern from health care to other more general living
condItions and socIal issues was a political phenomenon with a
long-standIng tradition In ChIle.

The evolution of the SNS also held economic
ImplIcatIons for ChIle as well. The Chilean economy prior to
1973 was generally based on import substitution and extensive
governmental control. Chile's InabIlIty to compete In
International markets at thIS tIme can, In part, be attrIbuted
to hIgh unit labor costs. One, among many factors contrIbuting
to hIgh labor costs, were socIal programs on behalf of workers,
which included the SNS. Since health care was not beIng
provIded by the SNS In an efficient manner (i.e., without long
waiting lInes, suboptimal utilIzation, top-heavy
administratIon, etc.), health care services were contrIbutIng
to rising labor costs.

WIth the advent of the mIlitary government In 1973 and
ItS free market approach to economic development, an all-out
effort was made to reduce unit labor costs In order to meet
InternatIonal prIce competitIon. In line wIth this goal, the
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Military Government sought to prIvatize many of the prevIously
eXIstIng social programs, including health care. The
popularity of health care, and the concept that It was a socIal
responsibil~ty, made privatization of the SNS a polItIcally
dIffIcult task for the MIlitary and the last to be
accomplished. In short, the MIlItary sought to weaken the
polItical influence of the MOH and its system for delIvery of
health care serVIces through the gradual privatIzatIon of
health care in ChIle, through a total restructurIng of the SNS,
and through the process of decentralizatIon.

The new pubJ.i'c system introduced to replace the SNS IS
known as the National Health SerVIces System (SNSS). It IS
based on a decentralized system which corresponds to the
reglonallzation process also undertaken by the MIlItary
Government. There are 27 Servicios de Salud (SS), which mIght
loosely be VIewed as comparable to Health SerVIce Areas (HSA)
In the U.S. Instead of the highly centralized approach of the
preVIOUS SNS, the new SNSS has endeavored to establish more
autonomy for the l.ndividual SS. DecisIonmaklng at the level of
the SS is also shared with muniCIpal government offICIals. The
MOH under the new system retaIned only the responsIbility for
general policy formation and for the establIshment of
standards. The delivery of health care serVIce and the
financIng thereof became the responsibIlIty of the local SS. A
new method of collecting funds to finance health care
expendItures was establIshed and a new institutIon called the
NatIonal Health Fund, or FONASA, and autonomous of the MOH was
created to carry out this task. The new health care system
also paved the way for development of prIvate health Insurance
companIes known as ISAPREs which operate under a varIety of
fInancIng mechanIsms.

As the decade of the 1980s unfolded, It became clear
that the theory of how the SNSS and private sectors were to
operate was qUIte dIfferent from the realIty. The
decentralIzation of the MOH and SNS frequently resulted In
confuSIon. The expectatIon that the private sector could
expand rapidly, and at a pace sufficient to absorb the
population previously covered by the public sector, was not
met. For those people whose only recourse was the public
system, another problem arose. As the Military Government
enacted laws to foster expansion of the private health care
sector, It simultaneously commenced to reduce fundIng for the
publIC sector. In short, the public health care system was
allowed to langUIsh while the private sector, specifIcally the
ISAPRES, were encouraged. Presently, approximately 80 percent
of the total population of Chile receive their care from the
publIC sector. The ISAPRES account for between 15 to 20
percent.

The list of problems associated with the current health
care system In ChIle have been elaborated upon earlIer in thIS
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document. It should be readIly apparent that confronted wIth
the health care expectations of the general Chilean population,
combined wIth the Inadequacy of the current health care system,
the newly elected democratIC government of PatricIo Aylwin faces
an enormous challenge. In order to satisfy polItIcal pressures,
the new government wIll need fInancial and technical assIstance
from International sources. In order to maintaIn a low rate of
inflatIon and to remain competitlve in international markets,
the new government must establish a modern and efflcient health
care sector. Change In the health care sector WIll require
several years for completIon. It is to be hoped that the
general populatIon WIll manlfest suffIcient patience to allow
creatIon of an eff1cient new system of health care delivery.

2. Benef1ciaries

The beneflc1aries of the Program w1II include the follow1ng
groups:

- the sectors of extreme poverty In the rural and marginal
urban areas and IntermedIate Slze cities.

- the high priority health program target groups of the
Aylwln Adm1nlstratlon: women, workers, youth, and the
elderly.

- the civil servants at the municipal pr1mary health care
level who Will be better tralned and motivated, and able to
participate 1n the creat10n of a professional CiV1I serVice
as well as the process of restructuring the national health
system.

- the municipal health system which w1lI be truly
decentralIzed, promote self-management and be better
fInanced to provide adequate salaries and other resources.

- the secondary and tert1ary care levels of the health
system which w1Il coordInate better WIth the pr1mary level
In order to avoid the heavily used and expenSive emergency
serVices for mInor disease treatment.

- the technIcians at the primary care level who WIll be
better trained to implement the results of effiCIency
Improvement studies, development of new Information
systems, epIdemiological surveillance, and mental health
programs.

- the development of new health fields such as famIly
health, preventIve health care, informatIon systems, and
partlclpat1ve evaluation.
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- the socIal SCIences which will apply SCIentIfIc
disciplIne to the development and management of the SICOS
and Community Councils.

3. Impact

The signifIcant soclo-political feasIbilIty issue to
be addressed is whether any specific group or groups in ChIle
WIll be adversely affected by the policy changes contemplated
under this Primary Health Care Program.

The most promInent group which may be adversely affected
(or perceIve to be adversly affected) by thIS Program are the
Mayors who control and are responsible for provisIon of basIc
Primary Health Care at their municipal level. The data are not
sufflcient enough to make this kind of analysis. However, 1t 1S
worth notIng that these organizatIons, while interdependent,
funct10n at different levels of capacIty as semI-autonomous
units from the MOH system. The mayors may not posItIvely
respond to the 1ncreased demands of the MOH superV1SIon system.

B. Econom1C Analysis

1. Introduction

It is not possible to complete a rIgorous economlC analysIs
for the Program for the ImmedIate Improvement of Primary Health
Care. ASIde from the fact that the assistance belng provlded IS
for a human resources proJect, one of the purposes of the
program and AID assistance is to provide a br1dge to much larger
efforts being financed by the lOB and IBRD. Therefore, many of
the constraints dIscussed in Part II. DescrIpt10n of the Problem
WIll be addressed under the lOB and IBRD efforts, and the
Program will "set the stage", at least in the area of prImary
health care.

Furthermore, the GOC, wIth IBRD assistance, proposes to
address macro f1nanclal and economic issues affecting the health
sector, including, among other issues: 1) reform of health care
fInancIng, in general; 2) incentive systems for health care
personnel; 3) strengthenIng of health management at the natIonal
level; 4) establIshment of joint ventures between publIC and
prIvate institut10ns in health care delivery; and 5} development
of Integrated health care systems and physical Investments 1n
the low-income areas. The lOB will concentrate on the
improvement of health care delivery, management capacity, and
Information and ma1ntenance systems at the local level, startIng
wIth a pilot proJect In selected Health ServIce Areas.

Thus, the Program Wh1Ch A.I.D. is supportlng wlll feed
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directly into the major 1mprovements contemplated
and IBRD-backed efforts Wh1Ch total $450 m1llion.
Program has a total cost of $27 million, of which
contr1buting $10 million or 37%.

under the IDB
The GOC's

AID is

•

Another reason why 1t is not possible to complete a
rigorous econom1C analysis 1S because no data on pr1mary health
care del1very costs is available. The GOC will begin to collect
cost data on del1vering primary health care under the Program,
and the 1ssue of all health care delivery costs will be
thoroughly examined under the IBRD financed proJect. In this
sense, there wIll be an ongoing economic analys1s built 1nto the
Program, and 1nto the effort to 1mprove the ent1re health
system, beg1nn1ng in one year.

2. General Cost Effect1veness of Intervention

Other sections of the PAAD (Introduction, Descript10n of
the Problem, and the Techn1cal Analys1s) d1SCUSS the
appropr1ateness of the type of intervent10n conta1ned in the
Program for the Immediate Improvement of Pr1mary Health Care.
Essentially, the Program w1ll 1mprove the public sector's
current pr1mary health care system. The current system,
descr1bed in deta1l in I. Introduction and II. Descr1ption of
the Problem is a decentral1zed system 1n wh1ch the
mun1cipalit1es have the maJor responsibility for prov1d1ng
pr1mary health care and the Government of Chile, through the
MInIstry of Health has respons1b1lity of overseeing the
fInanCIng of the system and quality control. Decentral1zation
of health care system 1S a world wide phenomenum WhICh makes
technIcal sense and 1S supported by AID 1n a number of health
proJects and programs.

The GOC's Program is an 1nitial attempt to improve the
current primary health delivery system, through specif1cally
addreSSIng the contralnts and bottlenecks of the system (see D.
SpecifIC Constraints and Bottlenecks of the Primary Health Care
System and E. GOC Strategies for Overcoming Identif1ed
Constraints and Bottlenecks.) In addition to technical
arguments for 1mprov1ng the current system, 1t is logical that
improv1ng that system is more cost effective than installing
e1ther a purely mun1cipality-based system or centralized health
del1very system. As discussed in the Background, the current
system has produced impressive results when compared to other
developing and advanced developing countries. ThIS was
accomplished at a relatIvely mInor cost. The health sector
budget averaged approximately 9% of total central government
expenditures from 1980 though 1987.
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However, improving the primary health care system
entaIls add1tional costs: current funding for primary
care is at $11.5 million and the GOC has budgeted
another $5.2 million, aside from AID's $10 million
assIstance for the program. Therefore, total cost (to
the Central Government) is approximately $17 million.
The Program will encompass two activities Wh1Ch could
minImIze costs and begin to resolve the problem of
chronic under-funding of primary health care. One of
the activitIes is to Improve the health fund resource
distrIbution system in order to make more funds
available to the municipalities, as described under E.
Strategies for Overcoming Identified Constraints and
Bottlenecks. The other activity will be that NGOs will
be Incorporated Into the primary health care system
through joint delIvery of primary services with the
munIcipal sector.

3. Examples of Potential Benefits

Under present system of primary health care
delivery, public health care beneficiaries spend
inord1nate amounts of time waiting for care. Estimates
range from 3 to 4.2 hours on average per viSIt. Most
of the burden of lost time falls on the lowest Income
groups, for whom lost time is very crItical. One
consequence of improved primary health care delivery
should be the reductIon in waiting time for the
beneficiaries. Using the only data available-1983 cost
data-a health economist contracted to complete the
economIC analysis made calculations on the benefIts of
reducing waItIng time. (His full analysis is available
1n LAC/DR files.) The calculations were conservatIve,
i.e. bIased toward underestimatIng the value of lost
labor t1me. BasIcally, the methodology used was to
calculate values of t1me lost assuming 4 1/2 hours and
comparing that to value of time lost assum1ng 3 hrs,
thereby arrivIng at the value of saving I 1/2 hours in
waitIng time.

The 1983 data indicated that the average number of
VISItS per patient per year was 6.4. At 4 1/2 hours
waiting time per visit, this translates to 26.9 hours
of lost time per year for each patient. It was found
that hourly wage rates varied according to whether work
days were 8, ID or 12 hours long (high, medium, low,
respectively) .. Mult1plying the three different
hourly wage rates by 26.9 hours of average time lost
and the resultant figure by the number of public health
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benefIciaries, 9.2 million yIelded values of total tIme
lost of $119 million (high), $95 millIon (medIum) and
$79 mIllion (low).

Doing the same calculation on 3 hours of waiting
tIme Yleled values of total tIme lost of $85 million
(high), $68 mill10n (med1um) and $57 mill10n (low).
Subtracting the second set of figures from the first
yields the annual value of reducing waiting t1me by 1
1/2 hours: $34 million (high), $27 million (medium) and
$22 m(lllon (low). A weighted average arc elastic1ty
was calculated and a value of E= 1.33 was obtained.
This suggested what may seem the obvious: that
reductions in the value of lost labor time are more
than proportIonal to reductions in waiting time.

It 1S likely that another significant economic
benefit result1ng from improved primary health care
delivery w1ll be the reduct10n of emergency room
serV1ces. In Chile, there has been a trend to
Subst1tute emergency room serVIces for clinIcal
services to obta1n primary health care. WhIle use of
non-emergency cl1n1cs has decreased, use of emergency
rooms have 1ncreased. Between 1963 and 1987,
emergency room VISIts as a percentage of total
consultations more than doubled from 13% to 29%.
LIkewise, the ratio of emergency care to non-emergency
care almost tr1pled from 30% In 1963 to 80% in 1987.
While comparatIve cost data are not available,
reversIng the trend would yield substantial benefits as
non-emergency care (includIng primary care) is
consIderably cheaper than emergency care, as Indicated
by U.S. data.

Finally, another general area where sav1ngs will
accrue w1ll be the shifting from curat1ve care to
preventive care. The extent and benefit of th1S shift
cannot be quantIfied at this tIme, but with the
collect1on of cost data under the IBRD project, the MOH
wIll be able to measure the benefit of the shift.

C. Financial Analysis Considerations

Handbook 3 suggests that financial analys1s of
ProJect Papers determine fInanCIal viability of
proposed actIvIties and "that the stream of projected
expenses can actually be financed as envisioned in the
implementation plan." The financial analysis should
also contain discussion on Methods of Implementation
and Financ~ng as required by payment verlficatlon
pol~Cles.

I
~
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As d1scussed under E. GOC Strateg1es for
Overcom1ng Identif1ed Constraints and Bottlenecks,
fund1ng for the Program for the Immediate Improvement
of Health Care 1S assured. The cost of the program
totals $27 mill10n and the GOC has budgeted $17 m1ll1on
1n normal and supplemental resources, in addit10n to
the $10 million contr1bution by AID. Therefore, the
stream of expected expenses will actually be f1nanced
as envisioned 1n the implementat10n plan.

In terms of the discussion on Methods of
Implementation and Financing, except for the technical
assistance and auditing which A.I.D. will contract for
directly, financial and contracting capabilities of the
GOC will be relied upon. This is consistent w1th
program assistance (l.e. non-proJect ass1stance).
other financial management procedures of program
ass1stance are d1scussed in detaIl under VI B. Dollar
Transfer and Local Currency Procedures and Management.
Prov1sions for assessing the f1nanc1al management and
contracting capab1lities of the GOC are discussed in
VIII. Compl1ance w1th Non-Project Assistance Cash
Transfer and Local Currency GUIdance.

D. Institutional Analysis

1. Structural Organization of the Health Sector

Chile has a long tradIt10n of health care delIvery
to Its general populat1on and of viewing health care as
a soc1al responsibility of the state.

Recognizing thIS tradItion, the Political
Const1tut1on of 1980 guarantees that all persons Ilv1ng
1n Chile have the r1ght to protect1on of health
(Sect1on 9 of Art1cle 19). Consequently, the funct10n
of the state 1S to create the necessary condit1ons
Wh1Ch prov1de adequate access to health serVIces for
the populatIon.
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Actually, all working persons pay a unIversal health care
tax of 7% of their salary. The employee decIded if this tax
should go to the public or private system.

Since 1952 the National Health system (SNS) has been the
prIncIpal provider of all curative and preventIve health care in
the country. In 1979, the MIlitary Government began to change
this system with the introduction of decentralization and
privatIzatIon.

The government undertook major instItutIonal and fInancIal
reforms of the health care system. They Included, among
others: 1) decentralIzing the National Health Service (SNS)
Into 27 autonomous Health Service Areas (HSAs)of the NatIonal
Health Service System (SNSS) capable of providIng preventIve and
curatIve servIces in 26 specified geographIcal areas; 2)
transferring responsibility for primary health care services and
Infrastructure to the municipalit~es; 3) allowing workers to
chose whether to apply their payroll deductions to publIC or
prIvate health provIders; 3) contInuing the role of the
MInIstry of Health as the polIcy-makIng, normative, supervisory,
and evaluatIng agent; and 4) creating a public sector fInancIal
institutIon to collect health sector revenues and to dIstrIbute
these funds.

The following descriptions highlight the primary
responsibIlItIes of the public sector:

- The MInIstry of Health (MINSAL) has the responsibilities
for establishIng norms and controls in additIon to formulat~ng

and evaluating plans and programs, and for coordinatIng the
actIvIties and the organization of the system.

- The National Health ServIce System (SNSS) IS a
decentralized system of 27 autonomous Health ServIce Areas
(HSAs) provIding curatIve and preventive serVIces In 26
specIfIed geographical areas In add tlon to an evironmental unIt
based in SantIago.

- The Regional Secretariates of the MinIstry of Health
(SEREMls), WhICh represent the Ministry in the 13 Regions, form
the link with the MinIstry In terms of supervIsion and control
of the Health Services. Moreover, they formulate the budget
together with the Directors of the Health services.

- The Inst~tute of Public Health (ISP) is responsible for
the natIonal reference laboratory, standardization and
superv~sion of the laboratorIes of public health of the
country. They carry out the quality control of pharmaceut~cals

actIvIties and are the official instItution for the
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manufacturing of bIologics as well as a center for investIgatIon
and training.

- The National Health Fund (FONASA) IS responsible for the
admInistratIon of the financial revenue collected from the
natIonal budget and the payroll deuctl0ns for health care, and
for distributIng these funds, Including payIng the provIders of
services.

- The Central Supply (CA) of the SNSS provides the
medicines and other necessary medical supplies for the
development and functioning of the systen.

Private health insurance companies (ISAPRES) were
established in 1981 and currently provide mainly curatIve health
services to approximately 15% of the populatIon. These
1nst1tutlons receive the 7% universal health tax dIrectly.

2. MinIstry of Health Adm1nistratlon and Management
of the Program

The A.I.D. Chile Sector Ass1stance Program constItutes
assistance to the larger global MInIstry of Health Program for
the Immediate Improvement of Pr1mary Health Care (PII/PHC) WhICh
will be carrIed out by the Department of Pr1mary Health Care.
The OffIce of International cooperation (OIC) 1S responsIble for
the management of all b1lateral assistance in the health sector
whlch includes the A.I.D. assistance. W1th1n thIS Off1ce IS a
coord1nator specifIcally dedicated to
maIntaining the liaison between A.I.D. and the MOH. ThIS
coordinator also acts as the primary link WIth the Department
of PrImary Health care, and other entities of the MOH, and the
Office of InternatIonal CooperatIon (refer to the
organizational Chart of the Min1stry of Health).

The Department of PrImary Health Care adminIsters the
technical and developmental aspects of the global Pll/PHC
Program and ItS sub-components. The OIC, as coord1nator of the
A.I.D. assistance, is responsible for all aspects of the A.I.D.
Program and for keeping A.I.D. Informed regardIng Program
status.

The Program Coordinator will provide semI-annual
written reports describing the status and achIevements of the
Program. SpeCIfIcally reqUIred are details regarding
ImplementatIon efforts, achievement of the benchmarks, problems
and bottlenecks encountered, and what changes have been made In
the plan or the model. The report will include expendItures.
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3. Problem Analysis

Min1stry of Health officials are aware of the1r
management shortcom1ngs. The development of the Organizat1onal
Chart of the M1n1stry of Health was a key effort by newly
appointed off1cials (the new government was installed in March
1990) to define and establ1sh agreed upon responsibilItIes and
relat10nships w1thin this politically diverse InstItut1on. The
mutual development of the A.I.D. Program served as a catalyst
for the Min1stry to begIn the difficult process of
reorganIzatIon. Some of the constraints facing the MInIstry
are as follows:

a) Lack of informatIon for decis1on-maklng 1S a
crItical obstacle to effectIve and efficient use of resources.
Current InformatIon gatherIng by the minIstry includes maSSIve
comp1latlon of data on mult1ple reporting forms.
Unfortunately, the data are often not approprIate to current
needs or are never analyzed. The Program wIll assist WIth
reVIew of the data needs WIth regards to deCISIon making. A
refIned maangement InformatIon system wIll be developed.

b) Lack of material resources at the local level
serIously lImIts the tImely and approprIate provISIon of
qualIty prImary health care serV1ces. Laboratory eqUIpment,
Includ1ng servIce and maintenance, supplies, pharmaceutIcals
and other medIcal commodities are severely limited and are
sImply Inadequate for maintaining operations of the eXIstIng
pr1mary care delIvery system at an optImal level.

c) There has not been adequate admInistrat10n and
f1nancial management train1ng to accommodate decentralized
admInIstratIon and provision of primary care services. ThIS
has had a dIrect impact on personnel morale and performance.

4. MOH CapabIl1ty

Clearly the M1nIstry of Health has successfully planned
and Implemented a wIde variety of health serVIce program
activIt1es throughout ChIle. However, current admInistratIon
and management of services (and donor assistance) may be
hampered by lack of internal coordInation. The sheer quantIty
of funds being programmed for the MOH as well as the
responslb1l1ty to monitor pose a maJor challenge to the
absorptIve capaCIty of the MOH. Therefore, the role of the
Program CoordInator becomes the key to successful management
and monItorIng of the A.I.D. assistance.
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ANNEX J

Embassy ofthe United States ofAmerica
UNITED STATES A GENCY FOR INTERNATIONAL DEVELOPMENT

Santiago • ChIle

October 10, 1990

Doctor
Jorge Jimenez
Minister of Health
Mac-Iver 541, 3 floor
Santiago

Dear Mr. Minister:

The purpose of this letter is to convey basic
financial procedure requirements of the US $10.0
million in assistance which the U.s. Government,
through the Agency for International Development
(A.I.D.), is providing to the Government of Chile for
Program for the Immediate Improvement of Primary Health
Care. Such procedures have been discussed by Ministry
of Health, other Chilean government officials and the
A.I.D. design team during the past several weeks. I
anticipate that your government will apply the basic
procedures and requirements described below to
formulate specific financial procedures suitable to the
Chilean financial system and institutions. The
specific procedures should be presented to A.I.D..
either before the signing of the Program agreement or
before the disbursement of the first dollar tranche
(anticipated on or about November 30, 1990).

A distinction should be made between two modes
which A.I.D uses to provide assistance. One mode is
project assistance, by which A.I.D. and the host
country government jointly implement a project. Under
this mode A.I.D. must very carefully monitor the
implementation of the project and must track project
funds to their end use. The other mode is program
assistance. Under this mode, A.I.D contributes to a



- 2 -

program of the host country government. with program
assistance" A. I. D. monitors implementation in a general
way and wishes to assure itself only that program funds
have reached the wrogra~. Uhlike project assistance,
tracking funds to specific end use is not required.

Program assistance is appropriate for Advanced
Developing Coun~ries, such as Chile, where A.I.D. can
rely on sophisticated implementation and financial
management capabilities. This was the primary reason
for selecting the program asS'istance mode for A.I.D.
assitance.

A.I.D. has basic fin~ncial procedures under program
assistance. They are as follows:

1. Under program assistance, the host government is
provided wlth a dollar grant. Dollars are disbursed
into an interest bearing, separate dollar account after
certain agreed-upon conditions or benchmarks are met.

2. The dollars a're to be used to finance U.s. made
equipment and supplies imported after the signing of
the agreement. In the case of this program, imports
must be for the health sector (pUblic or private) .

3. Once acceptable import documentation is presented
to A.I.D. dollars can be released from the separate
dollar account to the Government of Chile.

4. Preferably at the time the dollars are disbursed to
the separate dollar account, the host government will
deposit the local currency· equivalent of the dollar·
disbursement into a special local currency account.
The special account will also be a separate,
non-commingled account. If justification is adequate,
the deposit of local currency can be made when dollars
are released from the separate dollar account.

5. As the host government needs local currency for
implementation of the program, it may draw down on the
special local currency account.

6. A.I.D. wishes to be able to track local currency
from the special account to program or sector being
supported, not to specific line items or activities.

In the system described above, there are minimum
requirements which have been authorized by the u.s.
Congress and cannot be waived. These minimum
requirements are as follows:

•
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-There must be a separate dollar account to receive
dollar disbursements. The account can contain only
dollars disbursed under the agreement and must be
interest bearing.

-There must be a special local currency (peso) account
which contains only that local currency equivalent to
the dollar disbursements or withdrawals from the
separate account. This account must also be interest
bearing, unless prohibited by the laws of the host
country government •

-Interest earned in either the separate dollar account
or the special local currency (peso) account accrues to
the program and must be used for program purposes.

In addition to the financial procedure
requirements, there are also minimum, standard auditing
requirements. Basically, both the dollar procedures
and the local currency transactions, as described above
must be audited annually by an independent C.P.A.
flrm. In addition, a financial assessment of
institutions managing the dollar separate account and
the special local currency account must be performed at
the beginning of the Program.

sincerely,

&~~
Representative
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INC.UDEO r[PRES[IHV "_ 1'.0· LAC/Ge, LAC DR, LAC SAM,

L.' O. A~: PPC os OJE TO THE UNIQUE NA-uRE or THE
PROPOCED PROCR.- IT III., DECIDEO THAT, I~ LIEU OF ~ rULL

DAEC /. SM.lLER MEEilNC IIO~LD BE HELD llliH DAA rREDERIC,

SCH EC~ THE MEEilNG ~.: HELD Oh MONDo" SEPTEMBEr 17,
ANe II.: BA,ED ON A SUMMA.' or THE PRooOSED PROGRAM,

QUOTED I N PARA 2

SUMMAR' or PROPOSED PROGRAM QUOH ACTION

REQUESTED THA' YOL' APPROVE THE DEVELOPMENT or A DOLS
IS 8 MILLIOh SECTOR PROGRAM (NON-PROJECT ASSISTANCE' FOR

PROvl'SION O~ U S ASSISTANCE TO THE CHILE HEAL TH

PROGRA~ TH I S APPROACH liAS 0I SCUSSEO AND RECOMMENDED

BASED ON THE RESUl TS or THE SEPTEMBER 13TH ISSUES

MEETING FOR THE CHILE PROGRAM FOR THE IMMEDIATE

IMPROVEMENT OF PRIIIARY HEALTH CARE (~13-B3581

BACMGROUND PUBLI C INTEREST POll STAMEN SHORTL Y BErORE

THE NEil DEMOCRATICALLY ELECTED ADMINISTRATION OF
PRESIDENT AYlIiIN TOOK orFICE IN MARCH or 1998 SHOII£D
THAT PROVIS"ION or ADEQUATE HEAL TH SERVICES liAS THE
SINGLE MO:T URGENT ISSUE FACING THE GOVERNMENT AND THE
CHILEAN POPULATION IN RESPONSE, THE GOC 80TH
rORMULATEO A STRATEGY AND ACTION PLAN, ANO MOB IllZED
DONOR ASSISTANCE IN ORDER TO ADDRESS THIS PROBLEM IN
RESPONSE, THE U S CONGRESS EARMARKED OOLS lB IlILLION
FOR HElP IN QUOTE JUMP STARTING UNQUOTE THE PRIMAR,

HEAL TH CARE SYSTEM

MV.TILI-TERA' AND BllA1£R •• A~SISTANCE (APPROXIMATElY

DO ~ 4~C ~,~L ION rOR THE PERIOD 1995-199~' IS TO BE USED
TO A~:IST I~ CO~PLETING THE RHORM or THE HEAL TH SECTOR

AND TO AUGM[~T THE INVESTMENT BUDGET ~HIC~ HAS BEEN

VIRTu •• LI NO~-ft'STENT OVER THE PA~T DECADE THE US
A'SIST.~CE I: DESIGNED TO LA\ THE EAR" GROUNOIIOR~ rOR
PD. C\ ANC Ne' TuTIONAl RErORr: w~IC~ IIILL BE CONTINUED

DISCUSSION THE NPA SECTOR PROGRAM APPROACH 1I0ULD GI VE

T~E GOC THE FLEXIBIL ITY IT NEEDS TO EFFECT I ~EL Y

COORDINATE THE A I 0 RESOURCES IIITH NATIONAL RESOURCES

AND IIITH THOSE or OTHER EXTERNAL DONORS FURTHERMORE,

T~E TYPES or INSTITUTIONAL REFORMS CONTEMPLATED 1I0ULD 8E

STRONGL Y fAC IL I TATED BY A SE CTOR PROGRAM ~ERSUS A

PROJECT APPROACH T~E SPECIAL PROCEDURES AND DETAILED
END USE MONITORING AND CONTROL REQUIRED IN A PROJECT

DEFEAT THE INTENT OF THE U S CONGRESS ASSISTANCE TO BE

FLEXIBLE, QUIC~ DISBURSING, AND SIMPLE GENERAL IZED
SUBSECTOR SUPPORT rOR THE PRIMARy HEAL TH CARE PROGRA~

lIoUL 0 ASSURE THAT THE RE STRUCTURED SERV I CE DEL I VE I' I

MECHANISMS AND PROGRAMS DEVELOPED 8Y THE MOH ARE
CONSISTENT IIITH AND CAN rUNCTION EHECTIVEl Y AND

ErrlCIENTLY UNDER THE NORMAL OPERATIONS or THE PUBLIC

HEALTH SERVICES A PROGRAM APPROACH IN A COUNTRY LIKE

CHILE \/HERE IMPLEMENTATION CAPACITY AND SKillS ARE HIGH

AL SO 1I0UL 0 AL LO~ THE U S GOvERNMENT TO SUPPORT THE KINO
or THOUGHTFUL INSTITUTIONAL REFORM PROCESS THE CHILEAN,

IIANT TO AND NEED TO CARR' OUT IIITH A IDS LIMITEO

PERSONNEL RESOURCE: IN CHILE

PROGRAM CHARACTERISTICS THE ASSISTANCE IIILl COI."ST or

THREE PROCE::E: l' COIIOITIONI-L DOLLAR DISBl'RSEME~', l'

LOCAL CURREN:\ EQ01VALENT TO THE DOLLAR TRANSFER AND 3'
TECHNICAL A:,I:TAN,E AND EVA.UI-TION,AUOIT IN suppon 0'

PPOGR A~ DB IE CT I VE,

THE OO.L.' 0 SBUR,EMEN': IIILl BE MADE IN TRANCHE: 101.:

OF T~O , ON SHIS-ACTION OF CONDITION. PRECEDEN'

<BENCHMAR~S WIC~ IIILL ESTAB IS~ THE BI-SIS FOR THE

IN:TlTl'710NA. AND POLICy RErORMS or THE IMMEDIATE

IMPROVEMENT or PRIMARY HEALTH CARE PROGRA~ US

FOREIG~ PCHANGE ~ILL BE USEC TO FINA~CE U S IMPO'-:
DESTINED I'DI' THE HEALT~ SECTOR (USING THE REIMBJRSEMEI.'

METHOD'

EITHER PRIOR TO OR AT THE TIME or EACH DOLLAR

DISBURSEMENT, THE GOC II,LL DEPOSIT THE LOCAL CURPE~C,

EQUIVALENT INTO A SPECIAL LOCAL CURRENCy ACCOUNT rU~D:

IIILL THEN BE TRANSrERREO TO THE PRIMARY HEALTH CARE

SUB·SECTOR OF MOH S BUOGH AND IIILL BE USED TO r INANCE
APPROXIMATELY ONE·HALF Of THE GOC S IMMEDIATE
IMPROVEMENT or PRIMARY HEAL TH CARE PROGRAM (TOTAL

SUe·BUOGET IS OOLS 23 HILL ION' T~E LOCAL CURRENCy WILL

BE A CONTR IBUT ION TOIIAROS IIIPL EMENTAT I ON OF THE POLl CY

AND I NST ITUT 10NAL RHORN 08JECT I VES OF THE PROGRAM

"ON I TOR ING ARRANGEMENTS LACIDR AND LAC/CONT HAVE

REVIEII£O THE "'NANCIAL ANO TECHNICAL MONITORING

R£QU IREMENTS ACCORD ING TO 80TH CURRENT AND NEil, DRAFT
GUIDANCE ON LOCAL CURRENCY lOCAL CURRENCY I/ILL BE
JOINTLY PROGRAMMED FOR GENERAL SECTOR SUPPORT, BY
CONTR IBUT ING TOWARDS THE GOC S IHMED I ATE I MPROVEMENT or
THE PHC PROGRAM AID IIILl BE REQUIRED TO VERIFY THAT
LOCAL CURRENCY HAS REACHED THE PRIMARY ~EAL TN CARE
SUB'SECTOR AID IIILL NOT BE REQUIRED TO TRACE LOCAL
CURRENCY TO SPECIFIC LINE ITEMS UNDER ACTIVITIES
COMPR I SING THE PROGRAM ON THE TECHN ICAL SIDE,
CONSISTENT IIIT~ LOCAL CURRENCY GUIDANCE AND OUR
RATIONALE FOR PROVIDING THE ASSISTANCE, THE AID/REP
IIILL RECEIVE PERIODIC TECHNICAL REPORTS ON THE PROGRAM

IN GENERAL rOR APPROYIMATELY TIIO YEAR:

TECHNICAL ASSISTANCE AND EVALUATION/AUDIT REQUIREMENT,
IIILl 8E rUNOED THROUGH A SEPARI-TE A I 0 MANAGED DOLLA'

ACCOUNT DETAIL' or THE EXACT TECHNICAL ASSISTANCE A"C
EVALUATION/AUDIT REQUIREMENTS IIILL BE OHINED DURING
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SANTIAGO DURING THE FIRST IIEEk OF OCTOBER

S THE BUREAU IIILl ADVISE AID/REP OF REVIEII OATES FOR
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OCTOBER' BA'fR BESTAVAILABLE COpy
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SUBJECT: PROGRAM FOR IMMEDIATE IMPROVEMENT OF PRIMARY
HEALTH CARE {513-0350} PID REVIEW

1. INTRODUCTION. THE ISSUES MEETING FOR SUBJECT
PROGRAM WAS HELD ON THURSDAY, SEPT. 13. THE ISSUES
MEETING WAS CHAIRED BY LAC/DR DIRECTOR PETER BLOOM AND
INCLUDED REPRESENTATIVES FROM LAC/GC, LAC/DR, LAC/SAM,
LAC/DP AND PPC/PB. DUE TO THE UNIQUE NATURE OF THE
PROPOSED PROGRAM, IT WAS DECIDED THAT, IN LIEU OF A FULL
DAEC, A SMALLER MEETING WOULD BE HELD WITH DAA FREDERICK
SCHIECK. THE MEETING WAS HELD ON MONDAY, SEPTEMBER 17,
AND WAS BASED ON A SUMMARY OF THE PROPOSED PROGRAM,
QUOTED IN PARA. 2.

2. SUMMARY OF PROPOSED PROGRAM. QUOTE. ACTION
REQUESTED: THAT YOU APPROVE THE DEVELOPMENT OF A DOlS
10.D MIllION SECTOR PROGRAM {NON-PROJECT ASSISTANCE} FOR
PROVISION OF U.S. ASSISTANCE TO THE CHILE HEALTH
PROGRAM. THIS APPROACH WAS DISCUSSED AND RECOMMENDED
BASED ON THE RESULTS OF THE SEPTEMBER 13TH ISSUES
MEETING FOR THE CHILE PROGRAM FOR THE IMMEDIATE
IMPROVEMENT OF PRIMARY HEALTH CARE {513-0350}.
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BACKGROUND: PUBLIC INTEREST POLLS TAKEN SHORTLY BEFORE
THE NEW DEMOCRATICALLY ELECTED ADMINISTRATION OF
PRESIDENT AYLWIN TOOK OFfICE IN MARCH Of 1990 SHOWED
THAT PROVISION OF ADEQUATE HEALTH SERVICES WAS THE
SINGLE MOST URGENT ISSUE FACING THE GOVERNMENT AND THE
CHILEAN POPULATION. IN RESPONSE, THE GOC BOTH
fORMULATED A STRATEGY AND ACTION PLAN, AND MOBILIZED
DONOR ASSISTANCE IN ORDER TO ADDRESS THIS PROBLEM. IN
RESPONSE, THE U.S. CONGRESS EARMARKED DOLS 10 MILLION
fOR HELP IN QUOTE JUMP STARTING UNQUOTE THE PRIMARY
HEALTH CARE SYSTEM.

MULTILATERAL AND BILATERAL ASSISTANCE {APPROXIMATELY
DOLS ~50 MILLION FOR THE PERIOD 199D-1995} IS TO BE USED
TO ASSIST IN COMPLETING THE REFORM OF THE HEALTH SECTOR
AND TO AUGMENT THE INVESTMENT BUDGET WHICH HAS BEEN
VIRTUALLY NON-EXISTENT OVER THE PAST DECADE. THE U.S.
ASSISTANCE IS DESIGNED TO LAY THE EARLY GROUNDWORK FOR
POLICY AND INSTITUTIONAL REFORMS WHICH WILL BE CONTINUED
AND EXPANDED WITH THE SUBSTANTIAL DONOR ASSISTANCE.

DISCUSSION: THE NPA SECTOR PROGRAM APPROACH WOULD GIVE
THE GOC THE FLEXIBILITY IT NEEDS TO EFfECTIVELY
COORDINATE THE A.I.D. RESOURCES WITH NATIONAL RESOURCES
AND WITH THOSE OF OTHER EXTERNAL DONORS. FURTHERMORE,
THE TYPES OF INSTITUTIONAL REFORMS CONTEMPLATED WOULD BE
STRONGLY fACILITATED BY A SECTOR PROGRAM VERSUS A
PROJECT APPROACH. THE SPECIAL PROCEDURES AND DETAILED
END USE MONITORING AND CONTROL REQUIRED IN A PROJECT
DEFEAT THE INTENT OF THE U.S. CONGRESS ASSISTANCE TO BE
fLEXIBLE, QUICK DISBURSING, AND SIMPLE. GENERALIZED
SU8SECTOR SUPPORT fOR THE PRIMARY HEALTH CARE PROGRAM
WOULD ASSURE THAT THE RESTRUCTURED SERVICE DELIVER~

MECHANISMS AND PROGRAMS DEVELOPED BY THE MOH ARE
CONSISTENT WITH AND CAN fUNCTION EFFECTIVELY AND
EFFICIENTLY UNDER THE NORMAL OPERATIONS OF THE PUBLIC
HEALTH SERVICES. A PROGRAM APPROACH IN A COUNTRY LIKE
CHILE WHERE IMPLEMENTATION CAPACITY AND SKILLS ARE HIGH
ALSO WOULD ALLOW THE U.S. GOVERNMENT TO SUPPORT THE KIND
OF THOUGHTFUL INSTITUTIONAL REFORM PROCESS THE CHILEANS
WANT TO AND NEED TO CARRY OUT WITH A.I.D.'S LIMITED
PERSONNEL RESOURCES IN CHILE.

PROGRAM CHARACTERISTICS: THE ASSISTANCE WILL CONSIST OF
THREE PROCESSES: 1} CONDITIONAL DOLLAR DISBURSEMENT, 2}
LOCAL CURRENCY EQUIVALENT TO THE DOLLAR TRANSfER, AND 3}
TECHNICAL ASSISTANCE AND EVALUATION/AUDIT IN SUPPORT OF
PROGRAM OBJECTIVES.
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THE DOLLAR DISBURSEMENTS WILL BE MADE IN TRANCHES {ONE
OR TWO}, ON SATISFACTION OF CONDITIONS PRECEDENT
{BENCHMARKS WHICH WILL ESTABLISH THE BASIS FOR THE
INSTITUTIONAL AND POLICY REFORMS OF THE IMMEDIATE
IMPROVEMENT OF PRIMARY HEALTH CARE PROGRAM}. U.S.
fOREIGN EXCHANGE WILL BE USED TO fINANCE U.S. IMPORTS
DESTINED FOR THE HEALTH SECTOR {USING THE REIMBURSEMENT
METHOD.}

EITHER PRIOR TO OR AT THE TIME Of EACH DOLLAR
DISBURSEMENT, THE GOC WILL DEPOSIT THE LOCAL CURRENCY
EQUIVALENT INTO A SPECIAL LOCAL CURRENCY ACCOUNT. fUNDS
WILL THEN BE TRANSFERRED TO THE PRIMARY HEALTH CARE
SUB-SECTOR OF MOH'S BUDGET AND WILL BE USED TO FINANCE
APPROXIMATELY ONE-HALF OF THE GOC'S IMMEDIATE
IMPROVEMENT OF PRIMARY HEALTH CARE PROGRAM {TOTAL
SUB-BUDGET IS DOLS 23 MILLION}. THE LOCAL CURRENCY WILL
BE A CONTRIBUTION TOWARDS IMPLEMENTATION OF THE POLICY
AND INSTITUTIONAL REFORM OBJECTIVES Of THE PROGRAM.

MONITORING ARRANGEMENTS: LAC/DR AND LAC/CONT. HAVE
REVIEWED THE FINANCIAL AND TECHNICAL MONITORING
REQUIREMENTS ACCORDING TO BOTH CURRENT AND NEW, DRAFT
GUIDANCE ON LOCAL CURRENCY. LOCAL CURRENCY WILL BE
JOINTLY PROGRAMMED FOR GENERAL SECTOR SUPPORT, BY

• CONTRIBUTING TOWARDS THE Gocrs IMMEDIATE IMPROVEMENT OF
THE PHC PROGRAM. AID WILL BE REQUIRED TO VERIFY THAT
LOCAL CURRENCY HAS REACHED THE PRIMARY HEALTH CARE
SUB-SECTOR. AID WILL NOT BE REQUIRED TO TRACE LOCAL
CURRENCY TO SPECIfIC LINE ITEMS UNDER ACTIVITIES
COMPRISING THE PROGRAM. ON THE TECHNICAL SIDE,
CONSISTENT WITH LOCAL CURRENCY GUIDANCE AND OUR
RATIONALE FOR PROVIDING THE ASSISTANCE, THE AID/REP.
WILL RECEIVE PERIODIC TECHNICAL REPORTS ON THE PROGRAM
IN GENERAL FOR APPROXIMATELY TWO YEARS.

TECHNICAL ASSISTANCE AND EVALUATION/AUDIT REQUIREMENTS
WILL BE FUNDED THROUGH A SEPARATE A.I.D. MANAGED DOLLAR
ACCOUNT. DETAILS OF THE "EXACT TECHNICAL ASSISTANCE AND
EVALUATION/AUDIT REQUIREMENTS WILL BE DEFINED DURING
PAAD PREPARATION. END QUOTE .

3. DECISIONS. DURING THE MEETING THE DAA AGREED WITH
THE APPROACH SUMMARIZED ABOVE AND PROVIDED THE fOLLOWING
GUIDANCE:

A. THE BUREAU, WORKING THROUGH LEG, SHOULD DISCUSS THE
PROPOSED NPA WITH APPROPRIATE CONGRESSIONAL STAfF~ THIS
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SHOULD OCCUR AS SOON AS POSSIBLE-EITHER BEFORE OR WHILE
THE DESIGN TEAM IS IN SANTIAGO WORKING ON THE PAAD.

B. GIVEN CONCERNS WITH QUOTE BUY AMERICA UNQUOTE AND
CONGRESSIONAL INTEREST IN THIS PROGRAM, IT IS IMPORTANT
TO FINANCE HEALTH-RELATED IMPORTS FROM THE U.S. WITH THE
fOREIGN EXCHANGE.

C~ THE PAAD DESIGN TEAM AND THE AID/REP. SHOULD
ASCERTAIN THAT THE GOC DEDICATE SUffICIENT STAfF {AT
LEAST ONE FULL TIME PERSON} TO ENSURE TIMELY PROCESSING
OF AND ACCOUNTING fOR THE DOLLAR ASSISTANCE.

D. THERE SHOULD BE TWO DOLLAR DISBURSEMENTS: THE fIRST
SHOULD BE BASED ON SATISfYING CERTAIN
CONDITIONS/BENCHMARKS AND THE SECOND ON A FORMAL
PROGRESS REVIEW AND THE AID/REP'S ASSESSMENT THAT THE
GOC HAS MADE REASONABLE, SUBSTANTIAL PROGRESS IN
IMPLEMENTING THE PROGRAM DURING THE FIRST SIX TO NINE
MONTHS OF THE PROGRAM. THE INFLATION RATE IN CHILE
MAKES IT INADVISABLE TO DISBURSE DOLLARS SUBSTANTIALLY
FASTER THAN THE LOCAL CURRENCY IS REQUIRED FOR THE
PROGRAM.

E. THE PAAD SHOULD BE CONSISTENT WITH NEW, DRAfT LOCAL
CURRENCY GUIDANCE, SOON TO BE ISSUED.

4. FUTURE STEPS. THE AID REP. IS REQUESTED TO DISCUSS
THE PROPOSAL CONTAINED IN PARA. 2 WITH GOC OFfICIALS,
PRIOR TO THE ARRIVAL OF THE PAAD DESIGN TEAM. THE PAAD
DESIGN TEAM WILL INCLUDE TWO LAC/DR OfFICERS {JULIE
KLEMENT AND PETER LAPERA}, WHO WILL COMPLETE THE PAAD
DURING A TWO TO THREE WEEK PERIOD BEGINNING SEPTEMBER
27. THE TEAM WILL FOCUS ON DEFINING APPROPRIATE
CONDITIONS/BENCHMARKS, MONITORING AND EVALUATION
PROCEDURES FOR THE PROGRAM, AS WELL AS THE PROGRAMMING
AND USE OF DOLLARS AND LOCAL CURRENCY. IN THE LATTER
AREA, THE TEAM WILL BE ASSISTED BY JERRY MARTIN OF THE
CONTROLLER'S OfFICE, USAID/LIMA AND WILL BE ABLE TO
CONSULT WITH JAMES WESBERRY, WHO WILL BE WORKING ON THE
REGIONAL FINANCIAL MANAGEMENT PROJECT. BOTH WILL BE IN
SANTIAGO DURING THE FIRST WEEK OF OCTOBER.

5. THE BUREAU WILL ADVISE AID/REP. OF REVIEW DATES FOR
THE PAAD {TENTATIVELY THE THIRD OR FOURTH WK. IN
OCTOBER}. YY
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