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CHILD SURVIVAL, COST-RECOVERY, AND ESSENTIAL DRUGS:
EXPERIENCES AND ISSUES

l. Introduction

Substantial donor and country efforts in recent years have been focused on
the development and implementation of child survival activities, specifi-
cally expansion o immunization coverage and ORT use. The movement has
now progressed to consider how best to ensure the sustainability of those
efforts. One proposal has been made -- the Bamako Initiative -- to focus

first on financial sustainability through the establishment and support of
community financing efforts. While human resource development and institu-
tion tuilding are also critical to developing long-run sustainability of

child survival 1ctivities, 2nsuring adequate financing is vne important
clement.

Efforts to address the financing of child survival activities in the con-
text of overall PHC have often focused first on the financing of pharmacau-
ticals. This is true for a number of reasons. Drug expenditures fre-
quently constitute the most sizeable component of public health expen<i-
tures; hence. allocating these resources in line with priority health

goals and managing them with an eye tuward overall cost containment can
maxinize their impact. When revenue generation schemes are cousidered,
drug sales programs are of'ten the most aceeptable as the point of entry;
populations are known to be willing to pay for drugs for curative care,
and often do so in the private sector when they are not available through
government health facilities.

Important experience has been gained in recent years as countries have
implemented cost-recovery schemes and nther mechanisms to finance phar-
maceutical needs in selected areas. Thi :xperience has offered 2 number
of lessons and raised important issues that will need further exploration
in the years ahead.

2. Countrv Experiences

2.1. Cost-Recoverv and Essential Drugs

Revolving drug funds have teen one of the most commonly attempted mechan-
isms of cost-recovery. They are attractive because they are theoretically
self-fiaancing after 2 one-time capital investment by the community, the
government, or an wutside donor. The supply of drugs can be continued
indefinitely without further government budget allocations, as long as the
receipts from sales (or from local health budgets) are sufficient to cover
replacementi costs. In comparison to public free-drug programs revolving
drug funds make use of an untapped financial resource -- patients’ payment
for drugs.

Prepared by Management Sciences for Health, Drug Management Program, with
funding from the Office of Health, United States Agency for International
Development. March, 1988.
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The revolving drug funds that have been tried have been at the local, dist-
rict, regionzl, and national levels in countries around the world. Some
cxamples which have met with varying degrees of success are:

® in Africg -- ir Benin, Cameroon, Central African Republic, Chad,
Liberia, Mali, Niger, Nigeria, Senegal, Sierra Leone, Sudan,
Tanzania, and Zaire;

® in Asia --in Afghanistan, Bangladesh, China, India, Indonesia,
Nepal, Philippines, and Thailand; and

¢ in Latin America -- in Bolivia, Dominican Republic, Guatemala,
Haiti, Mexico, and Peru,

Most efforts at cost-recovery of essential drugs have been limited to
charging for drugs used in curative :are, and have not involved fees for
immunizations. The two exceptions we are aware of were in projects in
Cameroon and Senegal; in the latter case, villagers seemed willing to pay
for measles vaceination but not for the entire immunization serics,
leading to depiciion of resources in the revolving fund.

In practice, establishment of revolving drug funds has baen fraught with
difficulties. When drug supplies are depleted and insufficient revenues
are available for the purchase of rzplacement stocks, the drug sales prog-
ram comes to a standstill. Some of the most commonly cited problems
include the following:

® rapid program expansion for which additional capital funds are not
available;

® under-estimation of the capitalization costs of the supply system;
® unanticipated losses of drugs through theft or deterioration;
@ prices set too low for intended level of cost recovery;

o failure to collect payment for drugs with no subsidy system;

¢ unanticipated price increases from inflation or changes in parity
rates;

¢ foreign exchange limitations which restrict forcign purchases.

Some of the best-known examples are described below:

Zaire. Government health services were decentralized in Zaire in 1982,
and led to the creation of 306 health zones which were to be largely
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but the most common appears to be charging one fee per visit, to cover
both coasultation and drugs received, as well as a 10-15% markup for
inflation. [n approximately [5-20% of the 2ones, a health management
committee has been established, with responsibility for financial manage-

ceatral treasury,

In 1984 the establishment of a National Drug Service (NDS) was recommended
following a special study of the drug supply situarion, With A.LD.

assistance the service Was established in 1985, Ip 1986, under the same
project, a revolving drug fund Was started which involved hospitals in two
counties (districts) and in late 1987 the revolving drug fund was extended

10 community heslth workers in these two counties,

costs, while visit fees of 50.10 to $0.50 are intended to help support

local operating costs, including salaries, transport, facility improve-

ment, and incentives for staff. Immunizations are free and fees for drugs
and services are less expensive for under-fives, Complete, but simply
organized cash, drug, and patient service accounting systems have been
developed and taught to health care providers, Communirty committees are
¢xpected to play an Important rol=s in supervising local health staff and
assuring accountability. To generate community involvement and support
establishment of funds in new areas, the communitjes are being required to
raise 50 to 100 % of the required seed stock.

Locally-established revolving drug funds or other forms of cost-recovery

are now operating in 10 of the country’s [3 countjes. These programs have
developed with support from a variety of donors and have benefitted from

ventive care is free, and provision has beep made to provide curative care
free of charge to school children and indigents.
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Since this is a community managed system, the community not only pays for
curative care but also, through its representatives, is involved in the

setting of prices, in the management of income, and in the remuneration of
village health workers.

Prices set at 3 times the actual costs of drugs, significantly less than
prices charged on the open market, have been acceptable to the popula-
tion. After 3 years of operation, this system permitted the recovery of
up to 85% of local operating costs -- including the essential drugs, vil-
lage health work=r salaries, health complex maintenance, local transport,
cold chain, and small office supply. Charging for treatments was not
found to cecrease use of health services; on the contrary, it permitted 2
significant increase in the coverage of the target population with the
most essen:ial PHC services. This approach is now cffectively being
extended to other regions of the country.

Senegal. Community financing has been instituted through a number of dif-
ferent projects in Sencgal. The best documented is the Sine Saloum Rural
Health Project, where finaacing mechanisms have included fees for service,
direct payment for drugs, cash or in-kind contributions for health hut con-
struction or payment of village health workers, and local taxes which have
been used in part toward support of health services.

One problem identified early in the Project was competition between the
health huts where charges had been instituted and other facilities at

higher levels of the health system that were continuing to provide serv-

ices and drugs free; this created an disincentive {or villagers to seek

care at the health posts, and was corrected by the Ministry instituting

user fees at all levels. Financial viability has also been 2 problem,
particularly early on when village health workers were collecting charges;
since then, village health committees have taken on tne respoasibility of
coilecting and managing funds, and the naticnal government has agreed that
all revenue will stay at the village level. Community participation in

and management of PHC services has become one of the most successful fea-
tures of this project.

Chad. Even with substantial donor contributions, the Ministry of Public
Health of Chad is unable to meet the country’s estimated pharmaceutical
requircments. In response to this problem, a pilot drug sales project was
initiated in ons region with the full support of the Minister of Public
Health and local authorities. Drugs procured from non-profit suppliers in
Europe were sold to outpatients at prices which included the drug cost
plus freight, plus recurrent costs such as stationery, transportation

within Chad, and the salary of the project administrator. Each patient
had to have a prescription with the authorized rubber stamp of the pre-
scriber; incoming cash was deposited in a special bank account controlled
by a specially-appointed Supervisory Committee. The average charge paid
for a prescription was USS$0.73, or 3.04% of average per capita income in
this region. After 3 months, less than 1% of prescriptions were not

filled. Organizers of the pilot project felt that the initial ¢xperience
indicated that even low income patients were willing and able to contri-
bute to the financing of PHC through the revolving drug fund.
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Haiti. An analysis of recurrent government health expenditures in the

late 1970 led the Government of Haiti to create by presidential decree a
semi-autonomous pharmaceutical supply agency ("AGAPCO") for the establish-
ment and supply of a network of community pharmacies. AGAPCO was to sup-
ply 66 essential drugs in patient-ready course-of-therapy packages through

a network of four regionai stores to pharmacies established within govern-
ment health centers or independently in the community. Drug fees varied
according to the value of the drug and were intended :0 cover drug replace-
ment and operating costs. In September, 1982 the first 23 community phar-
macies were operational.

By late 1985 nearly 200 pharmacies had been opened, with pharmacies in
each of the four regions. Despite -- or perhaps because of -- the rapid
increase in AGAPCO outlets, sales had reached a plateau, major stock
losses had been incurred because sales were less than projections, and
operating costs were greater than the cost of drugs distributed. Sys-
tematic analysis of the situation identified several operational and
organizational factors which contributed to the slower than expected
growth. A resuscitation plan was de:veloped which focused on internal
management improvements (retraining of community pharmacy staff, MIS,
procurement, management continuity), marketing activitiss (expanded drug
list, selected promotiona’ activities, careful review of pricing deci-

sions) and donor dynamics (establishment of a "consultative council” and
regular reporting of self-sufficiency indicators to donors). At the close

of fiscal year 1986, sales were up 40 %, operating cost increases were

less than | %, and revenues were nearly covering drug replacement costs.

2.2. Pharmaczuticals far Child Survival

Pharmacsuzricals -- vaccines, ORS, selected antibiotics, maternal vitamin
and mineral supplements, family planning commodities, and related essen-
tial drugs -- represent the therapeutic core of child survival. Yet,

little atteation has been directed to the relationship between expendi-
tures on pharmaceuticals for child survival and total government pharma-
eutical expendiiures. Recently A.LD. commissioned country studies in
Egypt, Nepal, and Iadonesia to consider this issue (13), (14).

Nepal. Total public and voluntary sector pharmaceutical expenditures for
1986 were found to be US S 3.7 million -- barely S 0.22 per person for pro-
vision of essential drugs ($0.12 per person), family planning commodities
(50.07 per person), and vaccines and expendable immunization supplies
(30.02 per person). Thus, vaccines and expendable immunization supplies
represented only 8 nercent of total pharmaceutical expenditures.

Overall health post utilization rates in Nepal appeared t¢ be generally
low, averaging an estimated 0.! to 0.5 visits per person per year. Com-
pared to the burden of illness in the community, under-fives appear par-
ticularly under-represented at health posts. Furthermcre, potentially
fatal conditions such as diarrhea!l disease and ARI appeared under-
represented compared to irritating but gencrally non-fatal conditions such
as skin disease and intestinal worms. A community survey in one district
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and anecdotal information from many other districts indicated that lack of
essential drugs was a major contributor to under-utilization of health
services. '

The existence of detailed prescription records in one district allowed
analysis of treatment patterns for a random sample of over 12,000 patient
contacts. Despite higher illness and mortality rates among the under-five
population, they represented only 15 percent of patient contacts (under-
fives also ars roughly 15 percent of the population) and accounted for

only 1] percent of pharmaceutical expenditures, When ORS was first intro-
duced, over one-half was consumed by the under-fives but by 1986, five
years later, the under-fives were consuming only about one-third of the
ORS which was distributed. Over a 5 year period ORS use increased, but as
an addition to antibacterials and not a replacement for antibacterial

use.

The data suggested overuse of antibacterials in the treatment of diarrheal
disease, acute respiratory conditions, and common skin conditions. The
most used drug -- both in terms of quantities consumed and cxpenditures --
was procaine penicillin. But scabies, cuts, lacerations, and wounds were

its most common uses. Relatively little was used for life-threatening con-
ditions or conditions generally requiring an injectable antibiotic,

In summary, the Nepal data suggest that, despite a high burden of morbi-
dity and mortality among the under-five population, expenditures for child
survival pharmaceuticajs represent a small portion of tora] expenditures.
Furthermore, despite severe limitations on pharmaceutical resources, avail-
able resources are not used for maximum therapeutic efficiency.

Egvpr. Analysis of pharmaceutical expenditure trends and prescription pat-
terns in Egypt demonstrated a strong reliance on the private sector for
child survival pharmaceuticals as wel] as for pharmaceuticals overall.

The public scctor was found to consume only 12% of the national require-
ments for all pharmaceuticals in 1985-86, and even less -- only 10% -- for
child survival pharmaceuticals. Further, private consumption has been
increasing more than government consumption in the last § years. No dif-
ferences were found, however, in the prescribing behaviors of public and
private institutions.

There is no recognition of child surviva] pharmaceuticals as such in
health programs and 0o standard therapy lists ar= available. Yert, this
study identified 245 items as most commonly prescribed for the target age
group, and found that the needs for these items (in both public and priv-
ate sectors) were estimated at 15.8% of total pharmaceutical needs. Since
the target age group (0-6 years) is 19.2% of the total population, it is
somewhat under-represented in pharmaceutical expenditures.

Analysis of prescribing patterns suggested over-prescribing of antibjotic
preparations for diarrhea] disease and acute respiratory infections (con-
stituting 23% of the total market for child survival pharmaceuticals in
volume terms). Consumption of antidiarrheal drugs was also high and
increasing, while ORS consumption was found to have decreased slightly in
the previous vear. Where ORS was used, it was found to be in addition to
rather than as a replacament for other antidiarrheal medications.
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Consumption of vaceines was found to have increased dramarica”y, to 20%
of the child survival market, When compared with population-estimated
requirements, however, this indicated apparent over-consumption, suggest-
ing possible savings through reduction of waste or unscheduled "booster
doses” of popular vaccines,

Indonesia. An analysis of data gathered for 7 provinces whose population
collectively represented 50 % of the total Indonesjan population was used

the provinces, Expendirures on 3 single oral antibiotic capsule commonly
used for a variety of adult illnesses were greater than expenditures for

all vaccines combined. Compared to estimated needs, most antibiotics
appear to have been over-ordered; two of the top five drugs purchased in
1984-1985 were antibiotics which did DOt appear once on nationally devel-
oped treatment standards, Although supply and estimated need were simijlar
for some vaccines, the overal] vaccine supply was onec-half the need estj-
mated from patient attendances (Figure 1).

The study also calculated standard treatment costs and compared total
patient contacts with pharmacsutica] need based on reported morbidity
paiteras and standard treatments. The average cost of pharmaceuticsls for
child surviva] conditions is less than that for adult illness visits. As

a result, all immunizatjon visits, under-five illness visits, p:anaral

visits, and postnatal visits -- whjch account for 60 % of aJ] contacts
(Figure 2) .- could be fully supplied for only 38 % of the drug budget
(Figure 3), Vaccine and ORS requirements would require roughly 25 % of
tke current pharmaceutical expenditures.

The relatively high proportion of patient Visits accounted for by immunj-

zation contacts, under-five illness visits and antenatal care is also
reflected in darg available from onpe state in Nigeria (Figure 4).

through more rhcrapcutically and ¢conomically efficient allocation of
available pharmaceutica] resources.

2.3, Alternative Financine Mechanisms

There are generally thres approaches to increasing the financing availabie
for child survival; ) improved fesource allocation, that is, allocating

the resources that are available for pharmacsutical procurement toward
those items which are most eost-effective, in order t0 expand the supply

of vaccines, ORS, antibiotics for ARI, and other essential drugs; 2)_cost
containment in drug supplv Systems through carefu] selecticn, wise procure-
ment, efficient distribution, improved cold chain Management, and promo-
tion of appropriaze drug use: and 3)revenue generation, through which
additional resovrces are sought to suprlement the funds available in
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the public sector. [t is this third approach which is currently the focus
of substamtial imterest.

Revenue generation can occur at any level of the health system, from the
national level to the community level. The drug sales programs described

are one mechanism, but by no means the only mechanism, for revenue genera-
tion. They are often thought to be a useful point of entry for building
interest in alternative financing, and particularly in community financ-

ing, which may lead to later exploration of other more comprehensive fin-
ancing schemes with the potential for covering the full range of health
services.

Other mechanisms which are commonly considered for generating revenue to
support health services are described below (2), (20).

Increasing Government Budget Allocations through Taxation

Increasing governmental resources through new or increased taxes is, at
first glance, an appezling mechanism for mobilizing additional funds for
the health sector. Both income taxes and indirect taxes on consumption
and trade have been suggested, but are not always feasible given a coun-
try's stage of development. An income raxation system requires relatively
sophisticated infrastructures for administration. Consumption taxes also
require a minimum bureaucratic capacity, but have been applied success-
fully to generate revenue for health in two regions of Sencgal. Taxes on
trade items are dependable only if foreign trade is an important part of
the economy; when feasible, taxes on luxury items can be appealing from an
equity point of view. Oue of the drawbacks to taxation is that it is very
difficult to ensure that the additional resources will be channeled to
health.

Lotteries have sometimes been organized by governments to raise funds for
health purposes. They are most appropriate for one-time investment prog-
rams. They have been criticized as regressive, however, in view of the
frequently large participation of low-income groups.

Foreign Aid

Another way to enhance resources for health is by soliciting funds or
donations of equipment or commodities from abroad. These can make
important contributions to health services. Foreign aid is frequently

used to develop the health infrastructure, through construction of facili-
ties, training, and continuing education of health personnel, but often
assumes that recurring costs are the responsibility of the government.
When funds or commodities are supglied, as contributions to the operating
budget, there is no guarantee that they will be continued; a government
relying on such donations puts itself at risk. With that perspective, for-
eign aid is probably most appropriate when viewed as a short-term interven-
tion or as a mechanism that is complementary to domestic financing
efforts.



Fees for Service

Fee for service schemes refer to the institution of charges for visits to
health facilities (also called consultation fees) or for the use of labora-
tory services. While different from direct payments for drugs, fees for
service of'ten include provision of drugs. Fee for service schemes have
been used widely, both formally in national efforts and informally through
numerous local initiatives around the world. The setting of fees varies
tremendously. Fees are usually sesn as a contribution toward the recur-
rent costs of health services, often covering village health worker sala-
ries and lecal administrative and transport costs. Collection of fees

also varies, depending in large part upon the incentives that are provided
by the structure of the fee for service scheme. Experience suggests that
when the revenues collected are made available to cover expenses at the
level at which the revenues were generated, they are collected much more
vigorously. On the contrary, when they are to be simpiy submitted to the
next higher level of the system, or to be contributed to "government
revenues,” with no benefit felt at the service delivery level, there is

little incentive for fees to be collected conscientiously.

Health Insurance/Prepaid Health Schemes

Governmental health insurance programs do exist in some countries of sub-
Saharan Africa, but coverage is limited to those employed in the modern
sector. This excludes virtually all of the rural population. Before more
universal programs are likely to be developed, the organizational probiams
of setting up a low-cost and efficient administration, assessing the capa-
city of households to pay, and determining affordable premia and how to
collect them must be resolved. Prepayment or insurance schemes at the com-
munity level are still met with some resistance. This seems to be due to

a combination of factors -- fear that the promised services will not be
delivered, inadequate resources to make the prepayment required, and
family solidarity as a substitute method for coping with the health risks

of individual family members. Nonetheless, prepaid schemes have been
instituted in a few areas. In most of the cases where they have been

tried, over-consumption of health services by members was felt to be a
problem and coinsurance and/or deductible mechanisms have been intro-
duced. When prepayment schemes are not compulsory, they may fall into the
trap of adverse selection, then becoming too costly to be workable.

Cooperatives and Other Forms of Community Financing

There are numerous other miechanisms for financing health services at the
community level, some more formalized and some ad hoc. Cooperatives are a
more formalized structure, serving populations from a few hundred people
to all of China. Most often organized around agricultural production,

they are formed as mutual aid societies, often contracting with physicians

or even with the Ministry of Health in some cases to receive health serv-
ices on an ongoing basis. The financing mechanism is usually prepavment
by coop members, but for a milk cooperative in India it is based on levies
charged for each litre of milk sold.
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Many communities gencrate resources through special fund raising and per-
sonal donations. Community assessments have been reported in a few areas,
but are not common, Festivals, raffles, and other community events have
been used to raise cash for specific health projects. In-kind contribu-

tions are commrin f{or payment of traditional practitioners, less common for
payment of community health workers.

2.4, Private Sector Participation

With the exception of geographically or cconomically isolated countries

such as Papua [Vew Guinea and some centrally planned cconomies, most deve-
loping countries have an active private pharmaceutical sector. Generally

50 to 90 percent of pharmaceutical ¢xpenditures are made through the priv-
ate sector. Options with respect to private sector participation in child
survival include social marketing, educational programs, involvement in
supply management, and regulation. However, efforts to date have focused
primarily on social marketing o' ORT and ORS, There have been fewer
and/or less well-documented efforts in other areas,

Social marketing. Social marketing techniques have been applied to pub-
lic, joint, and private family planning programs for many years. More
recently, techniques of social marketing have beep applied to promote ORT
and ORS. Interest in social marketing of other essential drugs appears
much more limited.

Promotion of generic drugs in the US. is perhaps the most successful
effort to market essential drugs. Data from 1985 showed the US. to have
the highest rate of generic drug use among 7 developed countries and by
1987 36 % of all prescriptions were fijled by generic name,

Efforts to stimulate purchase and appropriate use of essential drugs
through private sector essential drug lists, distribution incentives,

price controls, or other measures have been initiated in Peru, Senegal,
Nepal, Indonesia, and Zimbabwe. At least two of these programs have
involved perverse pricing incentives (lower margins on ¢ssential drugs,
higher margins on brand name drugs) which have inadvertently discouraged
the sale of essential drugs. Unfortunately, there appears to be little
documentation of the impact of these efforts,

private sector include access, affordability, quality, and assuring
appropriate use under circumstances of limited training and strong
¢conomic pressures toward non-therapeutic dispensing,

Educational Rro’rams. Potential private sector involvement in educational
programs is typified by Warner-Lambert's Tropicare program. But there
have been few efforts to improve the dispensing of arugs by drug shops,
patent medicines, local healers, and others who have become 2 part of the
informal distributjon network.
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In one innovatjve program the Goverament of Nepal, with UNICEF assistance,
instituted a course for the generally untrained retailers who operate an
estimated 1500 drug shops throughout the country. The course proved popu-
lar and is now entering its six year. Unfortunately, the course focuses

on pharmaceutical science issues and legal requirements: it fails to high-

light the few zhild survival messages which could substantively affect
morbidity and mortality. There are undoubrtedly other such éxamples which,
along with the Nepal experience, should be documented and used to stimu-

late further activity in this area.

tical companies have worked with national governments to help strengthen
management of publijc drug supply. Examples include the U.S. industry’s
efiorts in the Gambia and Sierra Leone, Warner-Lambert's Tropicare program
in several African countries, the Swiss industry’s work in Burundi, the
French industry’s in Senegal, and the German iadustry’s in Malawi.

In addition to industry-initiated efforts, severa] countries have
attempted to structure their essential drug programs to take advantage of
private sector strengths in their countries. Ip the 1970’s Peru’s Basic
Medicines Program, recognizing its limited capacity to store and distri-
bu.te pharmaceutica] products, maintained no central or regional medieal
Stores. Instead, supply contracts specified that deliveries be made
directly to major health facilities, from which they were distributed
locally to primary health facilities. Similar distribution arrangements
characterize the decentralization of Indonesia’s essentia] drug distribu-
tion system.

Regulation. Regulatory efforts with respect to child survival focus pri-
marily on banning popular, but dangerous and/or distracting antidiarrhea]
preparations. Pharmaceutica] price controls ar~ one of the most common
forms of regulation, but enforcement is difficult and there few, if any,
examples of regulating pricing for child survival products other than ORS,

3. Conclusion

Experiences to date in the arecs of cost-recovery and essentia] drugs as
they relate to child survival efforts Suggest the following lessons and
issues:

¢ Limited allocation of government financial resources to health is
still a major constraing in most developing countries.

some countries, yet expenditures on vaccines and drugs for this group
generally represent a much smaller percent of the drug budget,
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A.LD.'s approach of building institutional capacity in the area of
drug supply management has succeeded, at least in some countries, in
increasing the supply and controlling the costs of essential drugs.

Essential drugs represent the one element of primary health care for
which people are willing to pay and which consistently draws [amilies
to health centers. Larck of essential drugs is perhaps the most fre-
quently cited reason for people not participating in public health
services.

While recent experiences from Africa -- notably Benin and some states
of Nigeria -- suggest that locally managed programs can gencrate reve-
nue from essential drug sales well in excess of the replacement costs
of drugs sold, most documented experience suggests more modest
return. We are unaware of examples of national level cost-recovery
through revolving drug funds that have been self-sustaining.

Efforts to promote child survival objectives through the private sec-
tor have been confined largely to ORT, with only limited efforts
directed toward other essential drugs. Private sector expenditures
may represent 50 to 90 % of total pharmaceutical expenditures -- a
considerable health investinent if directed to child survival.
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~Recovery, and Zssential vrugs:

The Bamakec Initiative

introducticn

A major theme of A.I.D.'s health efforts 1n recent yYears nas been the
pPromotion of ¢cnhild survival Strategies, with major emphasis on 1ncreasing
Doth ORT use and lmmunization coverage. In thecse efforts, A.I1.D. has
consicstently tried to work with developing countries to Buila health care
fystems that can be sustained with locally avallable resources. Work has
usuallvy focused on developmernt of management systems, training, and =some
commodities, More recently, we have begun to work on flnancing
alternatives as well as possible shifts of csome Nealth cara costs from the
Public to thne privartae sector.

UNICEF nhas focucsed PRrincipally on lmproving immunization covarage as
rapidly as poss1bla, on MCH sServices, and on community mobilization
efforts. It has devoted only limited attention to strengthening long-term
Ruman anc 1nstitutional capacities to deliver services,

Summarwv of the B8amak

Initiative

[P

Introduced 1n a September, 1987, speech by Mr. Grant to African Ministers
of Health 1n Bamako, Mal:i, the “Bamako Initiative" aims to finance the
local costs of the Primary health care system largely by the sale of

eéssential drugs a+ the community level. The program would seek to raise
3100 mi1llion yearly to help with the foreign e€xchange reaguirements for
arug purcnase. It 1= proposed that this fund plus contributions from

Jgovernmentsz woulc provige €ssential drugs for thocse currently unreached.

r—

N 1ts 2arly stages, this lnitiative would focus on selecteq countries 1n
Subsanharan ARfrica, Poss1bly including other countrias later.
Participating countries would have to have (1) a national plan for the
development of MCH Services 1n the context of a comprehensive integrated
PHC program, () a national drug policy which includes the provision of
gszential drugs, anrdg (3) =2 commitment to Soth community fimnancing (wh:ich
may taks divfsr forms in cr¥feranmt countries) and management <f resources
at the communi-y level, while 2rotecting the poorest.,

This 1n1tiative is =8en as a major thrust toward acnieving local financing
for a pPrimary health care gystem thnat cculd sncompass virtually all of
Sub-Saharan Africa auring the 1990's. UNICEF recognizes the challenges
that lie ahead 1in implementing an affort of this magnitude, and the need
for collacuration and cocrdination with other aseéncies for 1t te succeed.

Relevant Zxperience an d.Ltesszons
Experisnces to cate LN tne areas of cosi-recovery ancd eczential drugs as
they ralactz 5 cn:iid Survival efrorts suggest the following reszlities:



Issues and Implicationg for A.I.D.
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)

government financi:al rescurces to nealih 1s

Limited allcoccaticn oF
L cdevelopling countries.

a major concscoraint n most

efforts competa for cScarce resources agalinst varicusz
1ncluding strong public demand for eszential drugs.
Chila <survival visits (immunization, sick child care, and antenatal-
postnatal care) constitut2 40-60% of public health service contacts 1n
scme countries, yet expenditures on vacaines and drugs for this group
generally r=present a much smaller percent of the drug budget.

survival
other 1nterests

Child

A.I.D.’s approach of building i1nstitutional capaclty 1n the area of
drug supply management has succeeded, at least in some countries, 1in
increasing the supply and controlling the costs of essential drugs.

Essential drugs represent the one element of primary health care for
which people are willing to pav and which consistentlv draws families

the most

to health centers. Lack of 1S perhaps

ssa@ntial drugs

frequently clted resason for people not participating 1n public health
services.

While recent experiances from Africa -—- notably Benin ang some states
of Nigeria =-- =uggest that locally managed programs can generata
ravenue from essential drug sales well in excess of the replacement
costs of crugs sold, most documented experience suggests more modest
return. We are unaware of examples of national level cost-recovery
through revolving drug funds that have been self-sustaining.

s promote child survival objectives through the private sector
1ned largely to ORT, with cnly limited efforts dirzcted

Efforts
have been conf

tocward other gssential drugs. Private sector expendiltures mavy
represent SO to 90 % of total pharmaceutical expenditures -- a
considerable health investment if directed to child survival,

Policy and Programs

The UNICEF
as emoodie
imeroved childq
raise come

o

arproach to child survival, cost-reccvery, and essential drugs,
171 the 3amako Initiative, offmrrs i1mportant socssibilities for
Turvival. Yetr experiences from a variety of countries
concarns akcult the Inltiative as 1t 1S currently developed:
over—estimation of the revenue generation potential of escsential drug

sales;

when vaccines,
the

under-estimation of full pharmaceutical resupoly costs
MCH needs. other csential drug reguirzments and management oOfF
Supply syst2m are conciderad,;

resource and organizational
this 1ncluces the
ty neeced to operate

cention to the human
ragulraments for sustainability;
local 1nstitution-bullding cagac:
and cos:c-reacovery Svysiems;

inacguate at
1nfracstructures
management ana
gssential arug

the ne=sc tc grcv
crop2r use of as
which dc not gro

to hezalth provider=s to 2nsure
~ecture pavyment scheames 1n Ways:
armaceuticals; and
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o limited experience with essential drug cost-racovery programs whilich

have “"gone naticnal’.

In addition to these concerns, the Bamakc Initiative raices several 1:szues
and 1mplications for A.I.D. programs:

The Role of Cost-Recovery in Child Survival -- We ares concerned that human
and finarncial resources i1nvested through the Bamako Initiative will bhe
diractad primarily to expanding the supply of essential drugs at public
health facilities and that this effort would Jdivert attention and
recources from activitie=s more directly related to child survival.

There are, however, thrze potanti1al cutccmes of the Bamako Initrative
whilich could contribute directly to financing cnild survival. First, 1T
tne szupoly of sscential drugs for adult health cares can be made
self-sustainins through revolving drug funds, then funds currently
allocatad to =ssent.a'l Arugs (however 1nadquate at present) could be
re-airected to the su:2ly of vaccines, ORS, anc otner child survival

or whicn there 1s less demoncsirated willingness to pay. This
1-e that these same furds not e divertea to high technology,
hotoi1tal carz, or other csectors.

Second revelving drug funds provice a specific stricture within which to
build critical financial management skills appropriate to each level of
the health system, As programs expand these basic financial management
skille coula readily be applied to other aspects of ¢child survival.

Thirg, tne cemorstrated willingness to pay and tangible return 1mplicit in
pharmaceutical cost-r=covery provide an excellent point of entry on which
to ouild conficence 1n anc support for other revenue-generating
mechanizms
Equlty and the Precervation of Chile Survival QObjectives -- The attempt o
meget costL-rscovery objectives through charging gclicies must avoid the
potential creaticn of disincentives for precicsely those groups %“hat child
survival efferts ars trying to reach: (1) i1nfants, children, and mothers.
for wrom limitaa and mostly arecdotal evidence suggest that use of health
cervices 1= orice z=2nsitiva, (2) the prorest of the poor, and (3) primary
care sutpatient sarwvices, rather than hespital services.
To maintain 1ts ooblective of expanding coverage and participation in
health services, A.IL.D. assumecs that praventive searvices such as
nmunLlzation and oral rehydration wlll be exempt from charges, unless
caretully moritorec experiances clearly show that drug fees 1ncrease the
avarlacility of ORT anc¢ vaccines wlthout decreasing demand. Thus, pricing
anc 2x«2mpilon policies must preserve child survival objectives, while
achl2ving 2cequate revenue-generacion.
Realicstic Cozi-Recovery Exgpectations -- Planning for cost-recovery schemes
c=oulc e bacsaec on rezlistic expectations, and not the experiencesz that
have 222n Jdccumantas 1n only L or 2 places wherea all the factors
contrizutinag O zTucces: mavy not e fully understood. While 1t may be
Foszizle o 2xemct immuniIaticon and matarnal and child health care vizits,
Cro<€T Sudsiciz=cd by charges for Sther visits, 1t shculd bes kept 1n mind
trnzc The MCH visitT may acasount for half of all patient contactz, 1mplying
..3_
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4 consicerable marxup cn other vVisits 1f revenue 1= meant to cover a1ll
<

ar
pharmacesutical costs. This 1ssue will require Clcse mcnitoring of early

experisnces.,

Al t.‘i.‘f,ﬂéﬁl.YQ_I’JF?9&%9_1_5:_[7]_5,___"_9.‘.’_.F..l.O%:’.l?...l,ﬁQ_NQDl-_l_d.__@Hf_V_i_\(é}. -~ While drug sales
may be the most acceptable approach to cost-recervery, thers is a wide
range of other possibillities, 1ncluding visit faesg, lnsurance, other

prepayment schemes, the creation of cooperatives, and special fund raising
gvents. Slnce drug csalss seem MosSt acceptable 1n many circumstances, they

should be seen as an Lmportant entry point for possible later expansion
aiternate financing for the full range of PHC serwvices.

to

We are concerned that efforts 2lso be made to improve the use of available
financial resourczes through re-evaluation of resource allccatcicens and cost

containmment effor:s. Allocating the resources for pharmaceutical
Frocurement toward those items which are most cost-affective can expand
the supgly of vaccines, ORS, antibiotics for ARI, and other essential

drugs. Cost containment can be achieved through careful selection, wicse
3

grocurament, efficient dlistribution, lmporoved cold chain management and
promoticon of appropriats drug use.

IEE§§£MQD.£E§.ED§,_§ €
suggests that the Bamako Inttiative would be saeen as

lndustry Lnterasts

vtical Industry -- Consideration of pharmaceutical

adverse to lndustry primarily 1f 1t were to dadvocate restricted essential

drug lists for the privats sector == which it does not -- or 1f it were
attract large numbers of patients away from functioning private zector
sSupply systems.

Wlith recpect to the latter lssue, we would generally sSupport those
cost-racovery efforts meant to extend child survival and essential drug
servicas ts prreviously uncer-cerved populations. The factors which
currently make privats sector drug purchases popular -- including hrand
name preference, accessibility, waiting time, and convenience -- would
continue to operate even 1n the context of public sector essential drug
cost-recovery programs. (The 1mpact of these factors is clearly shown

to

in

Esvypt, where &0 % of all ORS is solc through private channels, while the

laentical product 1= available free at government health facilities,)

In tarme of

barzly 3% of the worlca market (%$2.7 pi1llion in 1985) and the propccsed
investment ¢f 3100 million per vyear represents an equally small portion
this total. We would support countries develcoping their own ability to
procure hign quality drugs through cpen competition among qualified
suppliers, Some U.S. manufacturers, particularly generic manufacturers
compete 1n tN1s environment and do so successTFully.

Finally, the 8amako Initiative contains no new essential drug concepts.
Procurement by Seérerlic name, a fundamental aspect of competitive ecsent

market potential, the totail African Pharmaceutical market 1=

3’

lal

c-ug procurement, 1< now a well-ectablished practice. Research-basec U.5,

drug companies market “branded generics.” The U.S5. government and ma )}
Prrivate health 1nstitutions puUrchase using generic names,

angggmenpmaeQQArgmeQ;Q -~ Experience zuggecsts that self-sustaining
ccst--=2covery zchemes ars substantiallv more difficult to marage than
frze-crug sysiams. All activiti=ss =¥ the SUPPly =ystem -- including

i
f &8
i

or
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estimating guant.ties needed, procurement, warehousing, 1nventcery

management, dicstribution, and Tinarcial adminlis=tration -- become <crihical
1N establisning a successful ccst-recovery scheme. Th2 strengthening oF
these acrtivitias is alr=ady a part of many A.I.D. pragrams 1n the realt
sector, Development of the managament capaclity L0 operate a cost-recovary
crcgram may be crie of the bes: 1nvestments 1n buillding ovarall capacity to

achisve long-run susta¢nab‘lltf.

Ccnclusian

Whila2 A.I1.D. 1g 1n support of UNICEF’s basic goal of sztrangthening and
“xpanC’ng child survival services, the Initiative as currently conceived
tncludes 3 et of assumpilons and balarce of activitie=z which A.I.D. woulce
not rql v endorsa. Hcocwever, we sge twWwo ¢critical opportunities 1n the

initracive wnhnich ~& would actively pursue wlith UNICEF:

(L) the ocoortunity to build 3 sustainecd cecmmitment by countries to child
survival n 3 manner which does not divert human, organizational. and

firanclal resources Trom the core activities of 1mmunization and CRT; and

(2) cne likelihocd that esgcantial drug cost-recovery would lead ko other
financing r:forms -- i1ncluding cost contalnmment measures, cons.dera- tion
of alternative financing mechanicsms, re-avaluation of recource a2llocation
cgecizsions, anc 1mproved finarncial management skills.

1on would emphasize a continuing policy dialogue wWwilith
SUPPOrtT 1n salacted areas. SpecLfic areas on which
ould 1nrtially work together include the followiling:

(1) Clearsr cefinition of the policy 1mplications and operational
linkages among child survival, cost-recovery, and esszential drugs.

(2) Continuec attenticn and support for all aspects of sustarnability,
1acluding numan rasourcss, 1nstitutional developmant and financing.

(3! Comeprenensive review of expsrience with revolving drug funds and
other =27 For:s at cemmunlty financing of essential druges.

() Supeort for efforts to cevelcp, 1mplement, evaluats, and disseminate
tnformaticn 2n the full rance of finmarcing alternatives, only one of w«whicn
1nvelves phparmaceuticals.

(3) ZCevelcpment of effective methods for training health workers at all
lavel=z 1n apecroaches to the prevention and treatment of child survival
prcelams, wiih emphacsis on proper use oOTF a2ssenti1al drugs, in general, and
ORT, 1n part.cular.

In acddition, A.I.D. would pursue efforts for cost containment in public
sector pharmsceutical expenditures and 1mproved allocation of

pnarmacautical resources. We would also evialuate experiences to date
1nvelving trne private sector 1n the scclal marketing of ORS as well as
other sss=zntial drugs. The aim would bBe o develcp a strategy which wcoculd
enccuage greatar sgharing of the burden for crilg =urvival by the privats
sector Lnroughn 1ncreacad ucse of CRT, sppropriate treatmen: of ARI, and
anteratzl craventicn of anemia ang vitamin geficirenclL=
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