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delivery systams oparatad as part or medical-education programs, the modsrn

traditional orivata sector, Historically,
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OC health sectors has been confinad almost exclusivaly to~
Just on2 comoonant 37 thesa tystems-—namaly, tha MOH systems and USAID health-

sa2Ctar 2ssisiance 2rograms have been concentratad almost 2xciusively upon

-1

the MOH systems. However, freauen: 1y, the MOH systeam is jtself a relatively

smail compenant of thz total ha2alth sactor. vioreaver, and c¢s will be soelled
QUL L0 soms 2121t in what follows, the subsacicrs cemprising the total sys-

cain are 2pt to F2alure important complinm entary {15 well as some competitive)

D

hisokind of mutual inzerdapand:nca mer 1 that AID's puryl ey

in zhis domain logically must axtend seyend the MOH systems to comprehand the
nealih-sarvices s2ctors as 2 whola., AID program olarning in this domain

njEe amAaple~ e o A . B oo PO T . -
aries AMONG Ihe suos2TTors 2omorising the health soctor as a whole and should
sapk tn do.alsa 23376F3 N ool ok R T can Bagiid o 1 suCn amol ont gy .
QRN LY UL Je 551503012 2rograms watcn za S ND ULOnN suTn complimentam
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s - T - - . Loy - s 1 - - - 4 - - - o
will afford some sugs2ctiong axempiary of Ihis 2ooroach

Charactaeristic Haelth-Szctor Confiqurations znd Sinancing-5ys=an Problems
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however, severely underfinanced such that it cannot discharge its obligaticn

to deliver health servicas "free" o 211 of the pa20ola--indaed, it effective-

ly will reach only 2 retatively small oroportion of the populaticn

is a larga and fiourishing private nealin-servicas secior (larger than the

{D

public sacter) arcvidiag services on a Tee-7or-service basis and financad in
the main by out-of-pocka: payments by consumers. This characteristic pattern

provides the contex: in which one ma ¥y hope to rationalize health-sector fi-

In the domain of haalth-servicas, praventive/z2renotive services tend
to nave fublic-good proparties such that oubiic financing of such services
can be razarded as paculiarly appropriate, In various LODCs, the publicly

.,r\ll a3 o~

Financed MO0H systam is the logical orovidar of various such services.*/ And,

O

*/ Public financing of prevantive/oremotive servicas does not nacessarily
antail oubiic-systam cetivery of such servicas. Thus, in some (nstances,
oublic aushoritias T2y, in a7faect, contract with Drivate narties for the
Zalivery of such sarvicas. Also scre gravantive/gromotive services, 2.4d.,
anvivonmental surveillanza, may ba sursuant to ra ,uluuuvv arograms which
will mancdate corrective aziion by private parties such that, in this sanse,
the oravantivae/promoiive impact is a product ov both oublic and crivate
delivery of sarvicss

3 : ] 3 e A K VN PR - -
typically, fh2 MCH svstem delivars sravenitive/orometive services as well as

' e e Y~ - T AR YA tAA T~ A~ N [ A PR Lia
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portance., dational health policy cannct rely upon (and, genzrally speaking,

ougnt not o attemst to raly ucon) orivate finarcing to secure 2fficient
rates of resource allocation &2 preventive/promotive activities, Consequent-

1y, unless tha MCH (or other public authority) can adequately finance these

S

activities {and otherwise attand adequataly fo tha provision of the outputs
of these activities), there is a nigh probability that the output of preven-
tive/promotive activities will fall far shor: of appropriate levels (from
the point of view of impact on nealth status),

A part of the prodlam derivas from the overall level of funding avail-

able o the MOH system from its share of general tax veverues, A signifi-
cant increasa in the lavel of funding for the HMOH might permit the system
to aliocate mere rasources o preventive/sromotiva activities. Usually,

howevar, thera will Se 1ittle or a0 realistic prospact that the MOH system

2 Tulura, enjoy substantial incraasas in the funding

availedbls to it from general cax ravenues. Realization of his 1S apt o
provoxa 2 call for altsrnative sourcss of funding for the MCH system. It is

imporiant to rzcognize, howavar, that eyen if *hoea could de a substanti.g
increase in the level of funding for
this is unlikely to solve the oroblam of resourcs availadility for praven-
tive/oromotive activities. There is a “undamantal structural prodblem with
these sysiams 25 they are now constituted., The MCH system is supposed to

1 Sat - ! - T
iY O WALAoUL cparge. g

Citran T =1 [~ = K A~ b)) ~ A ! 1385~ 730 .~
Pressuras mrom consumers {00t dirzctly and via the politica) orocass) for
P B, A o~ s - ~pa ks - N I V
LNCY233E3 0 Tn2 guan 7OENT 3uANTY 0T T2 Curative sarvices deliveraed by
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tends to be a bottomless pit. Simply incressing the level of funding for
tha MOH system, aven if it could be accomplished, is not apt to prove a rem-
edy for the position. Uhat is required is to relieve the “OH system of its-
major responsibility for financing curative servicas, to take the curative
monkey off the MCH's back, so to speak, such that more nf the MOH's share
of scarce fiscal capacity can be conservad for the tinancing of those pre-
ventive/promotive activities which, if not financed in this way, are unlikely

to be financad and Aeliverasd at all, */

*/ For every government, fisnal capacity is of coursa scarce in the
sensa that competi ims for financing from this source always add up
2 than availa

1

to mor 2011ities.  Consequently, there is a general cass for
consarving viscal capacity Tor thos2 activitias for which this kind of
financing is paculiarly acprooriate \2.G., public socds) rather than drain-
ing this cepacity 7or the financing of activities which M, ht more appro-
oriataly 2 assigned to altarnative financing

The develosment and implemantation of alternative social-financing
schemes (2.9., gzneral coverage under contrisutory hailth-insurancs schem es)
provides a socially accepiable way to ralisva the 0N system of a major part

t l2ast tne

[SY]

of its rasponsibilities for curative ssrvices. This opens up

prospact that tha MCH system can move in the diracticn of b

(D

coming more
nearly a Ministry of Public Health with its major orogram omprasis upon pre-

ventive/promstive activitias, Unless such a transformation can he achieved,

nealih-ty¥p2 prevantive/sromotive activitiss are ramnta.  Ard *his m2ans, of

- Sl - - oy ~ T i A Ty M T e (ol e ~ =
coursz, Tnal a2 prospacis Tor implementing a Primary H22l:th Care siratagy

The zonsidarations skatched foregoing rave, of course, imolications for

AlID's healih-sactor assistance 2rograms in LOCs. In Tine with i3 le gisiatjve
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mandate and for other rzasons, AID has a special interest in promoting the
implementation of Primary Health Care strategies featuring an emphasis upon
preventive/promotive activities. The MOH system is (rightly) perceived as
the logical delivery system for many such services. And, pursuant to taic,
projects are launched as pirt of }MOH operations. This approach, however,
may well fail to achieve the PHC and preventive/promotive objeccives (par-
ticularly when it comes to "replicating nation wide") because it fails to
recognize and cope with the fundamental stiuctural problem discussed fore-
going. Taking eccount of the interdependencias ia *he system as a wnhaole, a
better approach tc achieving PHC and praventive/promctive objects might well
be to assist the development and implementation of social-financing schemes
(e.g., contributory insurance schem es} to finance tne demand for mainly cura-

~

tive servicas delivarad by systems other than the M0M. Such programs can

-~

provide a sociaily acceptable way %o take tha curative monkay off the back of
tne MOH and provide the possibility that the MCH syscem can corcentrate its
attention and other scarce resources on public-haa tn-type activities. hus,
such 2lternative social-firancing schiemes can ba recarded as intz5ral parcs
of a PHC sirategy. And, given that AID's ohjectiva in *his domain is to pro-
mote the PHT concapt and the preventive/promotive activities associated with
it, the best stiratagy may be to assist the implementation of such schemes,

PN

rather than to launch projects which operate directly on the MOH system

Although a program is needed o relieva =ha M0H systan of anough raspons-
ibility in the curative comain to permit a major radirection of orogram em-
pnasis in favor of prevention/sramo=ion, undar any vikely configuration far
the hzalth-servicss sactor in many L3Cs, for th2 foreszeadle futura the 1O

systam will continue to be responsible for financing some curative services--
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particularly, for scme proportion of the population which cannot be included
as contributing beneficiaries in alternative social financing schemes, Al-
though the MOH system will nut have the resources to discharge a putative
obiigation to deliver curative (and other) services without charge to the
population as a whole, if the MOH system could concentrate its curative ef-
forts upon a small proportion of the population, say 20 percent, its resources
would be more nzarly adequata to the task.

Again we have reasons why the beneficiaries of an AID assistance program,
in this case to implement alternative social-financing schemes, may well in-
clude many whd are not the direct targets of the program. Such possibilities
should always be tzken into account in evaluating health-sector assistance
programs from the "whe benefits" point of view.

Another major problem with LOC health-sactor financing systems is the
way'in which the demand for services in the large arnd growing private sactors
are financed--namely, by out-of-pocket payments. There is nothing inherently
amiss in having a large and Tlourishing private sector. Indeed, there would

-

seem L0 b2 ng persuyasiye prima facie case that public agencies have a compara-

tive advantage in the manasement and acdministration of health-sarvices de-

(L'r

livery systems such that governmants should Se impeiled on these grounds Lo

Jo into the health-services delivery business.*/ How the demand for health

¥/ Tha propensity of governments to Go into the health-services deliv-
ery businass [=2.5., as 5y ronsfi “uting MO systems) 2opears to be motivated
more by cistriduriona) considarations chan by comparative-advantige consid-
erations (24capt insovar as public-he3lth azzivitias ars concerned). In the
Haal.J-)ervi 2s Jdemain, distrisutional considerations are, of course, of
orina i BOrCanTI. Fowevar, iU may Y2 oposiiple to achiave 2ccepianle distri-
buiional objectivas without resars to Jirge-3cals pudlic delivery of cura-
tive sar

/1\_\_3
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services (however provided) is financed, however, is quite another matter,
The disadvantages, from both the social point of view and from the consumers’
point of wview, of out-of-pocket financing as compared with health insurance -
arve gen»rally acknowledged, It may be argued that governments do have a
comparative advantage in arranging social-financing schemes (e.g., contribu-
tory insurance schemes) and that they can make an important contribution to
the welfare of health-care consumers by so doing, both by giving consumers
an opportunity to insure against the risks inherent in these markets and by
serving znpropriate distributional objectives.

Extending coverage under health insurance also helps to rationalize
nealth-sector financing in another important way. One of the big problems
in the econcmics of the health-seryices sector 1s how to bring an appropriate
willingness-to-pay test to bear upon the demand for heaith services (and
hence upon the rate of resource azllocation to the health services sector)
wnile at the samz time giving consumers accsss to an otherwise acceptable
scheme for financing their demand for these services. Contributory insurance
scnemes, particularly if they inc orporate medast consumer cost-sharing, are
resgonsive to this problem. Under such schames, if the benaficiaries want
to consume more services they must contribute more (i.e., must be willing to

pay). At the same time, such schemes spare consumers the financing burdens

they would experience were they constrained simply to “go bare" in the out-

of-pockat payment market.*/

¥/ Howavar the demand for health sarvicss is finarced, t;
always soma kind of willingness-to-pay test, 2.g., the 38vern
capacity is constrainad by the wiliingness of consumers o7 he
in their rola as tax payers to pay general taxes. However, cornaction
between paying more general taxes, particularly where these indiract
tax2s, and more or less of any given 1ov:rn'nent service, e.g., health care,

nere is of course,
m2nts fiscal

1th sarvices
he
re

a
t
ar
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is indirect and not visible. With contributory insurance schemes, on the
Other hand, there is a direct and visible connection between payment and

receipt of health services resulting in a meaningTul willingness-to-pay
test. :

The foregoing discussion under the heading of characteristic health-
sector configurations and financing-system problems has, in addition to the
points on this score already adduced, a rather general implication for AID's
prospective engagement with health-sector financing problems, namely, the
approach adopted should be rather broadly rathar than narrowly conceived.

A few words of explanation are in order.

In various countries, pursuant to the national goai of "health for all
by the year 2000," Ministry of Health (MOH) systems have embarked upon ef-
forts to enhanca treir primary health care programs and activities, frequent-
ly at the local level and in a context of community participation. This ap-
proach entails, among other features, much greater emphasis upon preventive/
promdtive activities. Consequently, what has besn for years a chronic prob-
tem for MOH systems--namaly, how to make more resources available for pre-
veniive/promotive programs, has heen greatly exacerbzted. And, owing in large
part to this circumstance, interest has been growing ia finding alternative
sources of financing for the nealth services--alternative, that is, to tre
general tax revenues available to the MO4. In my view, we have tended t¢
take too narrow an approach to this problem, e.qg., tending in large part to
focus just upon the question how wo-~z ronay might be found for the MCH sys-
tem. What is r2ally required is <o rationalize the health care financing
system as a whole. This is 30 hecause, as I have attempted briefiy to ex-
plain foregoing, such rationalizatisn qust ba regarced as an integral com-

ponant of the ®rimarv Health Care zpproach, this in turn owing to interdepen-
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dencias among the sub-sectors comprising the health-services systems. This
is the point of view from which AID should approach the design of programs

to assist health financing.

The "Project" Approach vs. “Structural® Interventions

In the course of the country case studies and the possible implications
of them for AID assistance to help cope with health-sector financing problems,
1t became apparent that, in this domain at least, it may be adviseable for
AID to at least supplement its typical “project" approach with more program-
oriented "structural” interventions. A few words of explanation ars in order,

The performance of the health-services sector is manifest in various
ways--notadly, impact on health status. We may bagin with the assumption
that, whataver the cverall strategy pursued, USAID assistance is intended
to improve ths performance of the health-services sector. There ars, how-
ever, in terms of the overall strategy pursued, (at least) two quite differ-
ent ways to go about this,

Traditionally and for the most part, USAID nhealth-sector assistance nas
peen cast in tha format of health-program design and direct implamentation--
as by fielding projects. The typical project in this domain specifies ths
desired outputs of some health activity, the inputs to be used (various
categories of health manpower, facilities, supplias) to produce the desired
outputs, and how thes= are to be organizad, managad and administered. A
budset is spezifiad, funds are provided, and a contractor is hired directly

oA 4

to implamant the project (working in conjunction with USAID and the host
country). Although prajacts differ in various ways, the project appreach
tends to exhibit cartain features, viz:

(1) Although the content of projects is negotiated with the host country,
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a good bit (frequently, most) of the initiative for project design, etc, is
supplied by USAID (often with the assistance of a consultant hired for the
purposa).

(2) Although contractors are hired to implement projects, USAID's own
project-administration role consumes virtually all of its professional staff
time. Professional staffers, as project officers "backstopping" projects,
become invelved on a day-to-day basis with the details of project implementa-
tion, a task which frequently entails mediating conflicts between the con-
tractor, the host country, and both of these and USAID,

[t is owing largely to the circumstance that USAID health-sector assis-
tance has typically been in the context of the centrally-planned (in princi-
ple), centrally-budgeted and centrally managed MOY system that the health-
program design and direct implementation approach has seemed the natural
“ay to go. As has been pointed out in the previous discussion, however,
many LOC health-sarvices sectors are comprised of a number of interdependent
subsectors such that AID's purview in this domain logically must extend to
the sector as a whole, A USAID healih sector assistance program to engage
tnis wider domain of events probably will want to include assistance actiy-
ities in additicn to those based on the traditional project approach, for
example, what I here term the structural-intervention approach,

As with the traditional project approach, the structural-intervention
approach szeks as its ultimate goal to improve the periormance of the health-
services sectar (2.9., impact on health status). Under the traditional Pro-
ject approach, in attempt is mada to oparate directly upon the performance
of the system. Undar the structural-intervention anproach, on the other

hand, an attempt is made to operate on elemants of the structurs of the sys-
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tem with the expectation (based on analysis) that improved system structure
will yield improved system performance. For example, an important element
of the structure of each health-services sector is the way in which the de--
mand for these services is financed. A program to assist the widespread ex-
tension of coverage under health insurance (some of the imp]icatfons of which
were discussed foregoing) is exemplary of a structural intervention.j/ It

*/ U.S. 2alth-sector policy has featured a number of structural inter-
ventions, e,g., the 1972 HMO Act (varinusly amended in following years). The
legislation was intended to encourage the growth of the HMO sector thus pro-
viding enhanced .cmpetition in the market for medical services and with the
expectation that this would help to contain hezalth-care costs, With the
notable exception of PL 93-641 (Mational Health Planning and Resource De-
velopment Act, a program which never really got off the ground and has now
been largely aborted), public policy in the U.S. health-services sector has
not been bzsad on central-planning-type approaches.

s not focused diractly upon the performance of any given delivery system,
e.g., the HOH system, but it may be expected to enhance the performance of

that system and o*hers. A structural intervantion to promote the implementa-

(1]
s

(¥}

tion end extansion of health insuran m

(@}

ght feature a numbar of components.
For esxample {2nd as has beaen suggested for Egypt with respect to the function
of the Health insurance Organization there), USAID might capitalize a loan
fund, to be manacgad, say, by host-country banking institutions, to help fi-
nance investment expenditures by organizations which would deliver services
to be financed under the alternative financing schema, Another component
might be agrzement to finance technical assistance requested by host-country

.

organizations {e.g., agriculturs cogperatives, consumers ccoperatives, local
government 2ntities) interestad in the dasign and implementation of health-
insurance programs. Another component might include, in addition to assis-

tance with planning activities, various kinds of sudsiding to heln defray
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operating losses to be anticipated in the early years of attempting to im-
plement such programs (analogous to some of the provisions of the 1972 HMQ
Act in the U.S,).

The point here is not to recommend any particular structural interven-
tions but rather tec afford an example to facilitate drawing attention to the
fact that such an approach will nave certéin characteristics which differen-
tiate it from the conventional project approach. For example, as previously
remarked, under the traditional project approazh, the initiative tends to be
with USAID. Under the structural-intervention approach, on the other hand,
the initiative will be much more largely with the host country. Take the
exemplary capitalized loan fund proposed foregoing. The extent to which in-
vestment events result from this component would depend upon the extent to
which host country organizations come forward to convince a bank's loan offi-
cers tnat they can in fact repay loans for these p.rposes. Under this kind
of program, USAID affords an opportunity; its up to the host country initia-
tive to exploit that opportunity. The vexed subject of technical assistance
(TA) affords another example. In the context of the traditional project, TA
Is put in, usuzlly at the initiative and insistence of USAID, in the attempt
better to control the outcomes under the project. And, freguently, TA of
this kind is resisted and resented by the host country (they tend to regard
it as a full-employment program for U.5, consultants). The TA comoenant of
the exeimplary alternative-financing initiative is of a vary different kind,

Under this recommendation, TA does not appear as a line item in a project

1) t

budget, Indoed, there is no project" in the usual sense, Rather, the pro-
gram calls for establishing a fund to finance technical assistance which might
(or might not) be requestad by various parties. Thus, the initiative is with

the host-country., 1If the promoters oF health-insurance schemes feel that
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they would benefit from TA they can come forward and request it, Again, the
TA funds affords an opportunity; it is up to host-country initiative to ex-
ploit that opportunity,

In the health-services sector, and in addition to the usual circumstance
of working within the context of the MOY system, the traditional project ap-
proach, cast in a central-planning-type framework addressed to specific per-
formance targets, has been encouraged by the belief that this approach is
somehow more "rational" than other approaches and also exhibits an appro-
priats sense of Stewardship for the tax payer's dollar. However, the struc-
tural-intervention approach is not properly regarded as in some sense ]ess
rational than terformance-tarjet planning incorporating programn design and

mplenentation. Rather, it is a different aporoach based upon

—

direct progran
a diffzrant perception of wiha® intervention strategias are most ant to in

fact result in improved nhea:“p-sactor performanca.  Nor would it be correct
to suppose that the structural-intervention ¢pproacn somehow =xhibits a less
delicate sanse of stewar dship for the tax paver's dollar. Indead, if analy-
S1s su3zests thit ine structural-intervention approach is more apt, uncew
§iven circumstances, than is the traditional project approach to yield im-
provements in health-zector performance, thar both rationality and our sense

of stewardshio for the tax payer's dollar would urge that we adopt the struc-

tural-intervantion strategy.*/

*/ W2 may remark that since fha typical project engages but a small sub-
set of the 2vanis comprising the haalth-services sactiop 07 which it 75 4
part, it usually is providad that, if Succasstul, the projact will "o vapli-
cated nation wide'--as tne arget af the projfact communicy would have it
Howavar, the znalvsis (2specially the 2conomic and financial analysis) sup-
porting the =2:p22tation of such repiication 15 usually not very con\1:cxng
This consid2ration, plus the notadia failuras o health orojects to in fac
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be "replicated nation wide" raise questions about the extent to which the
traditional project approach itself may be regarded as in fact "rational".

In various LOCs, in economic sectors other than the health-services
sector, USAID i3 continually urging the government ta abandon central-plan-
ning approaches {administered prices, performance targets, etc.) in favor of
greater reliance upon properly structured markets and market-type incentives.
And, vis-a-vis thesa other eccnomic sectors, this approach and the assis-
tance activities which seek :o éncourage such structural changes, are regarded
as entirely appropriate and rational. 1In iight of this, the extent to which,
vis-a-vis tne h=alth-services sector, we appear to have become wedded to the
notion that the central-planning aporoach represencs rationality appears as
something of an anomaly. It is true, of course, that the heaalth-services
sector differs from other economic sectors in important ways. However, in
tha design of USAID's health-sector assistance portfolio, there may well be
room ior greater reliance upon structural-intervantions--an approach which
would be very much in line with AID's general approach to development assis-

tance.

Assisting Alternative-Ffinancing Programs: Scme Implications for USAID

Planning, Program Davelopment and Staff Commitments

[ may conclude this note with brief attention to these organization
matters. The convantional USAID project goas through a series of familiar
steps from EI0 to PP to signing up the contractor and thence to project imple-

T

mentation. USAID sta

—
—ty

ars as ?Prejact Officers than "back stop" the prejacts
with all of the day-in and day-out attention to operating details that this

entails. [t has been my impression (perhaps a wrong cne) that it is in their

~t

faos are perceived as doing the work of the

1]

role as Project Officers that sta
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Mission,

Partly because they tend to be structural interventions, but for other
reasons as wall, programs to assist a!ternative-financing initiatives can-
not follow this time-honored route and will have very different implications
Tor the commitment of staff time and attention. As I would hope that the
country case studies which are a part of the instant research project have
made clear, 21ternative financirg programs of a potentially important kind
engage the whole social, political and economic structure of the host country
In wWays that our usyal heaith-sector projects do not, For the hist country
itself, the steps orior to actueily attempting to implement an alternative-
finzncing scheme entail wide ranging investigations, consultations and nego-
tiatinns invelving not only the MOH but also other relevant Ministries te.qg.,
Finance, Planning, Agriculture) and the representatives of private parties
who have a genuine stake'in che outcome.  Similarly, AlID's programs to assist

such devzlopmznts will entail at the outset such wide~ranging.invesLigations

—ty

and consultations as an effort is made to assess the feasibility of the pro-
grams which m2v bhe candidates for assistance. For staffers, a major output

of 2ffort and atteation is required from the outsat Just to determine what

the prospacts for assistanre might b2, These activities ara time consuming;
it is not possible (nor should an attempt be made) to cram them into a typi-
cal, relatively briasf, PP preparation stage. And, indeed, during much of

this activity thare may be a large amount of uncertainty whether there will
ind22d prove to be a "Project" at the and 0f the rainbow. What this means

is that, if AID is seriously to engage the a]ternative—financing domain, staff

time, attenticn and effort fnvested in protracted pPiradaratory activities must

be clearly perceived as doing the work of the Mission in as important a way
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as Project Officer activities are now perceived and must be accorded similar
credit, If the assistance activity is in fact undertaken, it is more apt to
take the form of structura]—intervention-type program assistance than to take

he traditional project form. Thus, at this stage, cne may anticipate that

cr

far less staff time will have to be invested in the traditional day-in and
day-out attention to operating details that characterizes the back-stopping
function. At this stage, "Program Assistance Officers” will be engaged in
various thinking, researching and consulting (with host government officials
in varisus Ministrizs and organizations) activit.es. And again, of course,

these activities must be recognized as doing the important work of the Mission.



