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GLOBBARY
 

NOTE: The words pharmaceuticals and drugs are used inter
changeably throughout this report.
 
AID Agency for International Development
 
RDS Barbados Drug Service
 
CARICOM Caribbean Community
 
CAST College of Arts, Science, and Technlogy
 
CDPU Central Data Processing Unit
 
CIF Cost, insurance, and freight
 
CRDTL Caribbean Regional Drug Testing Lab
 
DPS Director of Pharmacy Services
 
EC Eastern Caribbean
 
ECDS Eastern Caribbean Drug Service
 
GOJ Government of Jamaica
 
HMIP Health Management Improvement Project
 
IBRD International Bank for Reconstruction and
 

Development
 
JCTC Jamaica Commodity Trading Company
 
JSI John Snow International
 
KPH Kingston Public Hospital
 
MOF Ministry of Finance
 
MOH Ministry of Health
 
MSH Management Sciences for Health
 
NFPB National Family Planning Board
 
OECS Organisation of Eastern Ca;'ibbean States
 
OHNP Office of Health, Nutrition & Population
 
OTC Over the counter (drugs)
 
PAHO Pan American Health Organization
 
PC Primary Care
 
PHC Primary Health Care
 
PIOJ Planning Institute of Jamaica
 
PSOJ Private Sector Organization of Jamaica
 
STD Sexually Transmitted Diseases
 
USAID United States Agency for International
 

Development
 
UWI University of the West Indies
 
VEN Vital, Essential, Necessary
 

CURRENCY: All figures are presented in Jamaican dollars,
 
unless otherwise noted. Figures related to the current fiscal
 
year (89-90) are converted at a rate of $6.5J=$IUS, the most
 
recent government devaluation announced during November, 1989.
 
Trends impacted by the devaluation of the Jamaican dollar have
 
not been presented in this report. EC dollars are valued at
 
$2.7EC=$IUS and Barbados dollars are converted at $2B=$IUS;
 
since most comparative figures for these countries are for the
 
most recent period, they have been converted to Jamaican
 
dollars at the 6.S rate.
 

POPULATION: Where per capita figures are calculated, it is
 
assumed that Jamaica has a population of 2.5 million; Barbados
 
has a population of 270 thousand; and the ECDS serves a popu
lation of 500 thousand in the OECS region.
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SCOPE OF WORK
 

Following is the 5cope of work for the two person team, as
 
revised during their visit to Jamaica from October 30 through
 
November 15, 1989.
 

The overall purpose of this consultancy was to asses5 the
 
current system of drug procurement and distribution for the
 
Jamaican Public Sector, and to make recommendations for 3ys
bematic improvements.
 

Specifically the consultant team will:
 

A. Assess the current system of drug selection, procurement
 
and distribution in Jamaica's public sector and analyze its
 
effectiveness.
 

B. Determine the Feasibility of Jamaica replicating aspects of
 
models provided by other drug service agencies in the English
speaking Caribbean, particularly the Barbados Drug Service
 
(BDS) and the Eastern Caribbean Drug Service (ECDS).
 

C. Where time permits and information is available, identify
 
where improvements can be made in the areas of financial
 
management and planning; human resource management and manpow
er planning; public tendering; procurement and procurement
 
planning; inventory control; distribution; other aspects of
 
logistics; pricing, marketing, and cost recovery; prescribing
 
patterns and compliance.
 

D. Provide recommendations to USAID and the MOH on alternative
 
courses of action to achieve greater cost-effectiveness in the
 
selection, procurement, warehousing, distribution, and utili
zation of pharmaceuticals in Jamaica.
 

6
 



EXECUTIVE SUMMARY
 



EXECUTIVE SUMMARY
 

This report presents an overall assessment of selection,
 
procurement, and distribution of pharmaceuticals in .Jamaica's
 
public sector. The assessment identifies numerous problems in
 
the supply system that are well known to those working in that
 
system, and the information presented here is based on discus
sions with those individuals or upon reports provided to us.
 
There was a dearth of dependable quantifiable data on the
 
performance of the supply system, which is itself a major
 
problem in the system. We all recognize that the pharmaceuti
cal supply system has had to contend with two major underlying
 
constraints: inadequate Funding and inadequate human re
sources. Many of the problems identified here are a result,
 
at least in part, of these two major constraints.
 

Jamaica's public sector pharmaceutical system can be divided
 
into three separate segments that operate with relative inde
pendence: the University Hospital, the National Family Plan
ning Board (NFPB), and the Ministry of Health (MOH) through
 
Island Medical Stores (IMS). Although we will briefly de
scribe and contrast the University Hospital and NFPB systems,
 
our focus is on the MOH/IMS system where most of the money is
 
spent and most of the problems exist.
 

As a two-person consultant team, we were selected because of
 
our experience with essential drug programs and the establish
ment of drug services in the Caribbean. Although we have
 
worked with drug supply systems in other Caribbean countries,
 
both the MOH and USAID had a particular interest in learning 
about our experience with two other agencies: the Barbados 
Drug Service (BDS) and the Eastern Caribbean Drug Fervice 
(ECDS). One team member was primarily responsible For the 
establishment of the BDS which serves Barbados public sector
 
and, to a lesser extent, its private sector; the other team
 
member was primarily responsible for the establishment of the
 
ECDS which serves the Ministries of Health (MOH) in seven of
 
the member countries of the Organisation of Eastern Caribbean
 
States (OECS).
 

Because of the interest in the BDS and the ECDS, we have
 
attempted to draw comparisons and contrasts throughout this
 
report between these two agencies and the situation in Jamai
ca. In some cases the comparisons are designed to illustrate
 
Situational differences that make replication of effective
 
elements of another '3ystem infeasible here in Jamaica. In
 
other cases they are intended to illustrate what might be a
 
viable alternative for Jamaica, given the experience at BDS or
 
ECDS. Where elements of the other systems have not 5eemed
 
relevant to the Jamaican situation, we have not discussed
 
them; however a paper that was presented in Trinidad comparing
 
these two agencies with the Jamaican situation is attached
 
here as an annex. Another paper comparing ECDS with a 3emi
autonomous agency of the MOH in Haiti, providing essential
 



drugs to the public and non-profit sectors, is auailable
 

through IJSAID/Jamaica.
 

However there are some major differenCes between the Jamaican
 

situation and the systems in Barbados and the OECS region
 

which warrant discussion here.
 

First, there are major differences between per capita drug
 

expenditure in the three systems, particularly between Barba

dos and the other two systems. The OECS region figures in

clude the operating costs for ECDS (i.e. 15% over drug costs),
 

so they are in fact comparable to the Jamaican per capita ex

penditure. (See figure L.)
 

Second, neither the BDS nor the ECDS do any warehousing and
 

distribution, which is a major problem area in the Jamaican
 

system. BDS pays suppliers an addition 32% over CIF prices to
 

provide this service in Barbados. The MOH could consider the
 

possibility of contracting out the IMS to the private sector
 

which might be considered an adaptation of the Barbados model.
 

Third, BDS elso provides a Special Benofitz Service (SBS) 

under which the Barbados government pays the private sector 

costs plus profit margins to provide contracted formulary 

drugs free of charge to the eligible population in private 

pharmacies; the elimination of the co-payment 3lement of SBS 
is the major reason for the rapid rise in drug costs through
 

BDS/MOH in Barbados, and replication of this scheme in its
 

current form is not advisable in Jamaica. The 8BS, as it was
 

originally intended to operate in Barbados, might be consid

ered for Jamaica in the future, but the recommendations made
 

below are higher priorities.
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In addition to recommendations based on the models presented
 
by BDS and ECDS, we have made other recommendations that in
 
some cases have almost become cliches in drug supply manage
ment generally. Many of these recommendations have been made
 
before both by those working inside the system and others who
 
have been invited to assist the MOH. Nevertheless, these
 
recommendations warrant repeating: implementation of such
 
things as better inventory management systems will not be a
 
simple task, but it should be the basic skeleton of a supply
 
management system. These are areas where long-proven techni
cal solutions to supply management problems exist, and it is
 
essential that adequate management control and planning sys
tems for the procurement and redistribution of drugs be imple
mented immediately. Otherwise, the MOH may find that five
 
years from now the World Bank loan funds slated to cover the
 
capital costs of filling the drug pipeline (i.e. built up
 
reserve stocks) will have disappeared in the form of eunding
 
for the MOH's annual recurrent costs in drug supply. National
 
debt will increase, but the same problems will exist once the
 
drugs purchased with loan funds have passed through the supply
 
system.
 

While the recommendations given here are based upon our own
 
analysis and conclusions, they should also frequently reflect
 
the opinions of some of the managers working in the system.
 
Where they do not, or where there is no consensus of opinion
 
among those working in the supply system, we suggest that
 
these recommendations be used to generate debate about these
 
or alternative solutions that MOH managers identify. In some
 
cases the recommendations may be controversial: we hope that
 
any controversy will ultimately result in constructive changes
 
for the MOH supply system.
 

Following is a summary of major findings and priority recom
mendations:
 

I. The major increase in the drug budget over the past
 
fiscal year (i.e. from $38,000,OOOJ to $56,000,OOOJ) indicates
 
significant political will to improve the service level pro
vided through the MOH. Political will is an essential ingre
dient for the success, as proven with BDS, ECDS, and 'essential
 
drug programs elsewhere.
 

2. While Jamaica still has a relatively .ow per 'apita
 
budget for public sector drug supply (i.e. $20J per ,zapita)
 
compared with averages in Barbados and the OECS ,-ountries.
 
Jamaica'3 current per capita level of expenditure has been
 
shown to be adequate for the provision of essential drugs in
 
some of the best-managed OH systems in the Englifh-,peaking
 
Caribbean.
 

3. User fee policies must be revised. Potential changes
 
include: charge higher fees to private patients; charge higher
 
fees to insured patients; eliminate all exemptions for private
 
and/or insured patients: include the comprehensive health
 



centers in the Fee schedules; include all Primary Health
 
Centers (PHCs) - for curative treatments only; increase hours
 
of collection, and; raise drug fees equal to CIF costs.
 
Patients are apt to be more willing to pay for drugs since
 
they are a tangible commodity, and, if the medication has some
 
monetary value for the patient, compliance may be improved.
 

4. Budgeting and Accounting should gradually be extended to
 
the facility level, perhaps with an intermediate stage at the
 
regional/parish Level. Budgeting and cost controls need to be
 
active at the "spigots" of the supply system. This future
 
possibility, however, is currently limited by the state of 
information support and co5-ing systems at IMS. Dominica in 
the OECS region has found that this type of system can in
crease efficiency significantly. 

S. The full course-of-therapy or unit costs of drugs provid
ed through the 1OH system should be published in lists that 
are distributed through the MOH health system. This can 
increase cost sensitivity in providers and users, and reduce 
public resistance to increases in user fees. Currently nei
ther patients nor providers know the costs of prescribed
 
therapies.
 

6. Other ideas for periodic reviews that can enhance finan
cial management and accomplish systematic cost reduction are
 
discussed throughout the body of the report.
 

7. JCTC should reconsider its current pharmaceutical fee
 
pricing for the private sector. The pricing policy for pri
vate sector pharmaceuticals is an 8Z mark-up For generics and
 
4% for brand names. This supports neither public health
 
policies nor public equity issues, and the fee mark-ups should
 
either be equal or the differential should be reversed.
 

8. The human resource shortage in terms of both quality and
 
quantity in the current Jamaican system is a greater 
con
straint than the financial limitations. Although the human
 
resource shortage is largely a result of the financial limita
tions, there are some steps that can be taken to improve the
 
situation. This situat.on must be improved if the supply
 
system is to be improved, because staff that have remained in
 
the system are demoralized and the current situation offers no
 
incentives for then to attempt to make constructive changes in
 
current work routines. It appears that fringe benefits (e.g.
 
,ligibility For leave days) are probably costing the MOH a
 
significant amount <when the real cost of a working day 1s
 
calculated) but are providing limited attraction to individual
 
workers since Leave days and other benefits have no effect on
 
their real earnings. Since this issue is relevant for the
 
entire public sector, we assume that initiatives such as the
 
Administrative Reform project are currently assessing future
 
policy options to reduce the human resource problems in the
 
G1'J civil 5ervice.
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9. The exodus from the civil service over the past decade
 
has Frequently 
left those managers who have remained in the
 
MOH system with an excess of responsibilities. fhe key manag
er in the public sector pharmaceutical system, the Director of
 
Pharmaceutical Services CDPS), to have more
appears responsi
bilities than any one person could be expected to fulfill,
 
particularly at the operational level. Over time, this posi
tion could be developed so that key responsibilities are at
 
the policy level, and the management of day-to-day operations
 
are delegated to other positions.
 

[0. [n order to attract and/or motivate managers who can
 
operate successfully in key positions, the MOH may need to
 
consider taking certain positions out of the civil service, or
 
contracting out a designated set of activities to the 
private
 
sector. A candidate for such consideration would be the
 
Island Medical Stores cImS) operations at both locations.
 
IMS has overall responsibility for the purchase planning,
 
inventory management, and distribution of commodities that
 
represent 12% of the MOH budget for this Fiscal year. In
 
addition to these MOH budget funds, the IMS will be responsi
ble For management of drugs purchased with World Bank loan
 
funds during the next few years.
 

II. The Jamaican public sector suffers from a serious short
age of pharmacists and pharmacy auxiliary personnel, i.e.
 
pharmacy technicians. The current vacancy rate for pharma
cists in the public sector is approximately 6O'. Considera
tion should be given to: a) upgrading pharmacists' pay catego
ries Csee 9 above); b) joint public-private employment of a
 
pharmacist in a relevant community location; c) contracting
 
out pharmacy services to the private _ector in appropriate
 
facilities/locations; d) requiring newly-registered pharmacist
 
to practice at least one year in the government system (*beyond
 
internship,); and, e) renewing the training program for pharma
cy technicians.
 

13. A new edition of the Jamaican National Formulary has been
 
at the government printery for an extended period of time; the
 
last edition ib dated 1980. Wh le this formulary will un
doubtedly prove useful to drug therapy generally, it has no
 
specificity to the public sector program or the rationaliza
tion of its objectives. The auxiliary "Uital, Essential, and
 
Necessary" (UEN) list, 3pecific to government 3upplies, re
quir s renewed attention, .,,ibsequent publication in .i -onven
i,._nt-to-u.se format, jnd hroad jistribution to prescribers ,Jnd
 
other providers in the 110H system. Both BDS and ECDS publish
 
Ftormularies annually that are intended to rationalize demand
 
in the public sectors by informing prescribers about what is
 
available through the government system; these formularies
 
offer additional prescribing information, including cost
 
comparisons of alternative therapies.
 

14. There is an unnecessary number of organizations playing a
 
role in the public sector pharmaceutical system. The number
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of institutions involved complicates decision-making, slows
 

down procedures and processing time, creates duplication of 
work, unnecessary red tape, and communication problems - all 
of which create addition costs to the system an reduce its 
effectiveness. The number of institutions involved also
 
increases the number of individuals involved in decision
making, or operation tasks. Committees do not function well.
 
There is frequently a lack of consensus and, therefore, ac
tion, which further de-motivates staff members from putting
 

energy into constructive changes.
 

The GOJ/MCH should consider rationalizing the public 3ector 
pharmaceutical system by eliminating one or more institutions 
Cor departments and offices) from the existing arrangement. 
.4lthough each institution is making some marginal contribu
tion, the same contributions could be better made by a lesser
 
number of institutions. This kind of change will be difficult
 
to make, but policy-makers need to carefully consider current
 
institutional capability, the contribution made to the 5upply
 
system by each institution, and the real or hidden costs it
 
incurs.
 

1S. While local wholesalers and manufacturers in -Jamaica may 
warrant preferential treatment during the procurement process, 
they may currently enjoy this to excess. Also the existence 
of two separate procurement mechanisms (one more directly to 
local suppliers, and one through JCTC) complicates supply 
system procedures and does not encourage price sensitivity in 
purchasing practices. The GOJ/MOH should consider changing 
JCTC's public tendering system for pharmaceuticals so that it 
embraces both Jamaica's private sector suppliers and manufac
turers and the foreign suppliers. Since local suppliers and 
manufacturers may warrant preferential treatment rver foreign 
suppliers, the G&OJ/MOH should either -ppoint a 3pecial body 
Cor request that an existing body) consider how standards for 
the preferential treatment of local tenders can be established 

to guide the decision-making process of the tenders adjudica
tion committee. BDS operates on this type of basis.
 

16. rhe JCTC and the MOH should consider tendering for 12
 
rather then 1S month contracts with pharmaceutical suppliers.
 
Since both the Jamaican dollar and major foreign currencies
 
(i.e. the American dollar) have been shifting during the past
 
few -ears, suppliers are apt to quote higher for a Longer
 
period of time given the down-side risk in the international
 
nonetary market. If the period of time is reduced the poten
tial risk wil be reduced for both 5ides, JCTC and its suppli
ers. Also, :i twelve month period that matches planning peri
ods for the MOH/IMS would probably make the planning process
 
more manageable for the MOH/IMS. Full year conty-acts are
 
generally the traditional approach in this type of pharmaceu
tical tendering-contracting, and both BDS and ECDS use one
 
year contracts. Both BDS and ECDS operate on 12 month con

tracts.
 



17. JCTC should compare CIF prices that it is currently
 
obtaining with those obtained by similar agencies in 
 the
 
Caribbean, i.e. ECDS and 8DS. If there are significant dif
ferences, it should reconsider its tenders committee's adjudi
cation decision-making criteria in respeCt to choice of 
 brand
 
names, convenience packaging, shorter lead times, 
and payment
 
options offered by suppliers.
 

L8. The GOJ should analyze costs associated with delays in 
customs clearance, especially costs such as storage and demur
rage that are directly related to customs processing delays. 
If this analysis shows hat costs to the MOH could be 
 reduced
 
by contracting out customs clearance to a private sector
 
agency that would facilitate the process more rapidly, then
 
this alternative should be considered. Naturally, 
 in the
 
longer term, the efficiency of the customs process needs to be
 
examined.
 

19. The MOF Supply Division still charges the MOH 5% For
 
Poreign purchases, although JCTC has taken over virtually all
 
of the role it previously played in such procurements, except
 
Por customs clearance and transport from customs to IMS. it
 
also charges the MOH 2.5% for local procurements, although any
 
competitive shopping that takes place 
is done by IMS; there is
 
no local tendering for pharmaceuticals done by the MOF Supply
 
Division for MOH drugs, and all transportation is provided by
 
the local suppliers. According to the information given, the
 
MOH is currently funding approximately one-quarter of the Pees
 
that support the Supply Division's annual budget. Reconsider
 
the fee levels that MOF Supply Division charges to the MOH/IMS 
for services provided, and its role in the supply system.
 

20. Island Medical stores needs to have functional informa
tion systems that support purchasing decisions Ci.e. what to 
buy, when, in what quantities, and from what source of 
supply). These systems should track quantities and values of 
specific inventories on hand, quantities and values of ship
ments to facilities in the MOH system, quantities of back
 
orders requested by the facilities, and quantities and values
 
of shipments on order through the procurement system. Prob
lems related to the lack of systems and procedures at IMS have
 
been documented 
 in previous reports, and systems have been
 
designed and recommended for implementation. A Supply Manage
ment Procedures for Drugs and Medical Supplies has also 
 been
 
in various stages of development for at least two years, but
 
it has not yet heen officially released. Computer systems
 
have only been partially developed. Data cannot be processed
 
or printed out at IMS, and the Central Data Processing Unit
 
(COPU) takes several months to return reports to IMS.
 

Much of the effort to improve planning and management methods
 
at IMS has come through assistance from the Health Management
 
Improvement Project (HMIP), and an MIS expert is 
 available
 
through that project to assist with the computerization of
 
IMS. This activity should move forward immediate y, and be
 



,ompleted before MS starts to purchase drugs with Uorld L6ank
 
loan eunding. IMS salaries eor computer__opera tor, ,must be,-.

3ufficient to retain those who are trained during the 
comput
orization proceas, or these positions should 
be contracted
 
O3ut. Uther activities described above should also move 
 Par
ward. A 
manager within the MOH should be made responsible for
 
!he impLementation of the manual systems and procedures 
 that
 
have been recommended for [MS and the facilities in ihe MOH
 
system that receive drugs and medical supplies. Staff will
 
need to be trained as aystems are implemented; )n in-zervice
 
program would probably be most effective.
 

The reasons for [MS not having implemented the recommended
 
changes previously are probably related to the underlying
 
human resource constraint, or lack of clear lines of authority
 
and responsibility for the implementation of new systems and
 
procedures. MOH managers should discuss 
these issues, and
 
;.onsider how the situation can.be changed. :.see .0 above.)
 

"21. The MOH should initiate activities to assess prescribing 
and compliance patterns in the MOH system. This could be done
 
cooperatively with IJWI faculty and researchers, 
 although
 
rigorous research is not essential to providing the MOH with
 
information that might allow it to modify provider and patient
 
behavior patterns through workshops and other health education
 
mechanisms. Both BDS and ECDS provide therapeutics workshops
 
designed to have a positive impact on prescribing habits and
 
patient compliance.
 

I
The MOH could begin by doing an 
ABC Analysis of products
 

purchased through IMS. The A class drugs could 
be compared
 
with their VEN rating and the relative importance of the 
diseases they treat in Jamaica. (These A class items ahould 
.lo oe the Vocus of managerial attention in procurement 
planning and inventory control systems.)
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1. OVERVIEW OF THE JAMAICAN HEALTH CARE SYSTEM
 

As is true of other islands in the English-speaking Caribbean,
 
Jamaica's health statistics and major health problems are more
 
similar to developed than developing countries. Life expect
ancy at birth is approximately 70 years, and infant mortality
 
is approximately 27 per 1000. Traumas (especially traffic
 
accidents), hypertension, diabetes, respiratory tract infec
tions, and sexually transmitted diseases (STD) account for
 
approximately 50% of all curative visits to health cente-s in
 
Jamaica.
 

Despite these relatively good health statistics and the ab
sence of disease patterns that are more typically prevalent in
 
developing countries, the Government of Jamaica (GOJ) is
 
unable to provide an adequate public health system. The
 
pharmaceutical .3upply system is certainly no exception to
 
this, and, since the absence of adequate supplies of drugs in
 
the Ministry of Health (MOH) system erodes the confidence of
 
the population at large and demoralizes the health care pro
fessionals who work in the MOH system, difficulties in the
 
pharmaceutical supply system have increasingly become, not
 
only a public health problem, but a political problem for the
 
MOH and the GOJ.
 

The GOJ is operating under severe economic constraints: fall
ing GDP, rising population, high Levels of debt servicing, 
an
 
unfavorable trade balance, and the steady devaluation of the
 
Jamaican dollar have all been chronic during the past decade.
 
Despite the economic stagnation, the number of health centers
 
was doubled during the 1970s and general hospital beds in
creased by 20%; ztaffing levels also increased significantly.
 
Naturally this created substantial demands for recurrent
 
financing when the GOJ was least able to meet those demands,
 
and the GOJ is now attempting to rationalize the system by
 
reclassifying facilities to better reflect the services 
 that
 
they are actually able to provide. Currently capital expendi
ture 
 in the health sector is largely limited to repairs, and
 
the recurrent costs of the existing system are severely under-

Financed.
 

Given the economic conditions under which the GOJ is operat
ing, the MOH, along with other ministries, is unable to pay
 
salaries that are sufficient to recruit and retain most class
,s of health care professionals, or to provide performance
 
incentives for those who do stay in the government system.
 
Pharmacists are currently experiencing a vacancy rate of
 
approximately 60% in the MOH system. The human resource 
 con
straint is pervasive throughout government systems.
 

rherefore, the MOH is operating under two major constraints:
 
first, inadequate financing; second, inadequate human re
:sources in terms of both quality and quantity. Most of the
 
multiple problems observed in the public health care system,
 



.nd 
 1ts drug supply system. are complications resulting 
 from
 
these 
two underlying constraints.
 

The MOH primary care 
(PC) system of approximately 375 Primary

Health Centers (PHC) 
is organized and administered geographi
cally according to Jamaica's 14 parishes, with each 
 parish

being 
 divided into health districts. (See Exhibit I.) The
 
PHCs are classified as 
Type 1, II, III, IV, or V depending on
 
their 
 staffing and coverage. (See Table 1.) Most type 
I or
 
II PHCs report administratively to Type III PHC that is the
a 

District Headquarters. The supply link for drugs and 
 medical
 
stores is between Island Medical Stores (IMS) 
and the Type III

PHCs who in turn supply Types II and I. There are only a few
 
Types TV and U, and 
they also link directly with IMS. Al
though the intention is for 
1MS to distribute directly to the

PHCs that are higher level or administrative headquarters, 
 in
 
practice about one-third of the orders are picked up at 1MS by
 
the PHCs.
 

Secondary and tertiary care, 
on the other hand, 
are organized

geographically according to 
10 regions that do not correspond

to the parishes. 
 There are 22 MOH hospitals, with the largest

hospital in each of the 10 
regions carrying some administra
tive responsibility for the 
other hospitals in its catchment
 
area. These hospitals are classified as Type A, B, C, or
 
"Other" depending on staffing and coverage. (See Table 1.)
The University (Teaching) Hospital has 
a subvention in the MOH
 
budget (in addition to other funding) and is 
 a relatively

independent administrative unit 
in relation to the MOH system,

although there is 
naturally an active professional exchange

between 
 it and the rest of the MOH system. The IMS supplies

all 
hospitals (except University Hospital) directly regardless

of their type classification. 
 Although these hospitals do
 
sometime5 come to 
IM8 for smaller quantities of drugs and
 
medical supplies, for the most 
part their orders are too large

and must be transported on IMS ten 
ton trucks.
 

Since in 
the past there has been only marginal integration of

primary and 
secondary health care administration at the parish

and regional levels, the MOH 
is restructuring its organization
 
as well as rationalizing the system. 
To a certain extent,
 
some parishes 
have been already been grouped by region for
 
some administrative activities, 
such as budgeting for pharma
ceuticals.
 

For most Jamaicans, and esperially those from the 
Lower -ocio
economic classes, 
 the MOH system is 
 their health system.

Jamaica's private sector health 
care system includes 6 private

hospitals and over 200 pharmacies in addition to the private

clinics 
and doctor's offices. The hospitals have apparently

been experiencing severe 
financial difficulties during 
recent
 
years. Pharmacies, on the other hand, seem 
to be flourishing

since their numbers have increased by 25-30% during the past

few years. This is probably a 
result of the public sector's
 
inability to 
provide adequate supplies of 
drugs to MOH facili



ties. (In 1986 the IMS is estimated to have provided a 3erv
ice level of 20% to the MOH system.) MOH pharmacists can
 
practice part-time as pharmacists in the private 3ector to
 
supplement their government salaries. As is common practice
 
throughout the English-speaking Caribbean and elsewhere,
 
government doctors can also have private practices, and pri
vate clinics or doctor's offices create the largest and most
 
active segment of private sector health care in Jamaica.
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Table 1
 

Distribution, Number, Personnel, Catchment Area, and Service
 
Provided at All Levels of the Public Health Care System
 

Health 

Center/ 

Hospital 

Level Number Level of Personnel 


Type I 203 	 Midwife, 2 CHWa 


Type II 89 	 Public health nurse, 

public hea.th 

inspector; RN, MD 

and dentist visit
 

Type III 78b 	 MD, nurse practitioner 

& dentist (who also 

serve Type II centers) 


Type IV b 	 Combination of Type 

III center and the 

parish office 


Type V 2 	 MD, some specialists, 

nursing care, dentist 


Type C 11 	 Basic, district 

Hospital 	 hospital with x-ray 


& lab. Surgeon for 

emergency; 2-3 MDs
 

Type B 4 MD specialists 
Hospitals 

Type A 5c MD specialists 

Hospitals 


Other 4d MD specialists 

Hospitals 


Source: PHC Unit, MOH, 1986.
 

a. CHW - community health workers.
 
b. Includes Type III and IV together.
 

Location/
 
Immediate
 
Catchment
 
Area 


4,000-5,000 

population
 

10,000-12,000 

population 


Parish center 


Parish center 


Undefined 


Parish center 


Urban centers 


Kingston, 

Montego Bay 


Kingston 


Services Provided
 

MCH home visits
 

Curative, pre
ventive and
 
promotive
 

Curative and pre
ventive at more
 
sophisticated
 
level
 

Curative and pre
ventive at more
 
sophisticated
 
level
 

Specialty out
patient care & PHC
 

Inpatient and out
patient care in
 
medicine & MCH
 

Inpatient and out
patient, specialist
 
service at least
 
in surgery, inter
nal medicine,
 
OB/GYN & pediatrics
 

Full range of
 
secondary and
 
tertiary care
 

Chronic or
 
specialized care
 

c. Includes University of the West Indies Hospital.
 
d. Maternity, Children's, Psychiatric, and Chest hospitals.
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II. INSTITUTIONAL ROLES IN THE SYSTEM
 

Exhibit [I presents a flow chart diagram of the major institu
tions that play a role in Jamaica's public sector pharmaceuti
cal system. As noted in the Executive Summary, Jamaica's
 
public sector pharmaceutical system can be divided into three
 
separate segments that operate with relative independence: the
 
University Hospital, the National Family Planning Board
 
(NFPB), and the MOH/IMS system. Since our focus 
in on the
 
MOH/IMS system where most of the money is spent and most of
 
the problems exist, the lines indicating relationships for
 
this system are solid. The lines for the other two systems
 
are dotted, and we will describe and contrast these 
two sys
tems mu,;h more briefly. In all cases both dotted and solid
 
lines can indicate flows of information, money or paper budget
 
transactions, drugs and medical supplies, or all three of
 
these as well as reporting relationships. More specific
 
descriptions of these flows are given here in the text or in
 
sections [V and V.
 

The ,jdmaica Trading Commodity Company (JCTC): 

The Jamaica Commodity Trading Corporation (JCTC) is operated
 
as a private company with the GOJ owning 100% of its shares.
 
The Pharmaceutical Section of JCTC provides for all MOH for
eign purchases and about 17Z of the private sector's needs.
 
JCTC has a restricted international tendering system, and, for
 
those products that it awards contracts, it has a monopoly in
 
both the public and private sector's for foreign purchases.
 
(The international tendering system is discussed further under
 
Section IV.) Drug products purchased directly from foreign
 
suppliers by the University Hospital, the NFPB, or the MOH/IMS
 
are purchased through JCTC and under JCTC's 18 month con
tracts. JCTC places the order! 
on behalf of these institu
tions, as well as private sector organizations, and is respon
sible For monitoring the progress of a shipment up until the
 
time of its arrival in Jamaica. In special cases, e.g. immu
nizations, it also provides customs clearance for the MOH.
 
JCTC does not warehouse or distribute drugs.
 

JCTC charges 6n 8Z fee for its pharmaceuticals division's
 
services to 
the MOH. For the private sector, JCTC charges an
 
8% fee For generics and 4% for brand names. (This private
 
sector fee policy is discussed further in the final 3ection of
 
this report.) No fees are charged in either sector for insu
lin. 'hese fees generally allow the pharmaceutical division
 
to break-even.
 

The procurement of pharmaceuticals is only a small part of
 
JCTC's operations. It has been one of the most profitable of
 
the government-owned companies, and has been able to pay the
 
government dividends regularly in the past. However, as a
 
powerful influence in the Jamaican economy, JCTC is the sub
ject of public criticism particularly for the role it has
 



played in cross-subsidization and the apparent inefficiencies
 
or perverse effects that some of the subsidies have had in re
spect to equitable redistribution of income in Jamaica. A
 
World Bank study commented on these, and the Private Sector
 
Organization of Jamaica (PSOJ) was circulating an opinion
 
paper criticizing JCTC's role in the economy during our visit
 
to Jamaica.
 

However, JCTC's pharmaceutical division has generally been an
 
exception in these controversies. There is a need for an
 
institution with JCTC's organizational capacity to provide a
 
public tendering 5ervice for Jamaica's public sector pharma
ceutical system. Since JCTC does not need to conform to GOJ
 
salary and benefit structures, the Pharmaceutical Division is
 
fully staffed. Although much of the data available at JCTC is
 
considered confidential, it is clear that the Pharmaceutical
 
Division's access to computer technology and expertise within
 
JCTC is far superior to anything else available in the public
 
sector pharmaceutical supply system. Since computer expertise
 
is a high demand and, therefore, costly skill foTr an organiza
tion to attract, JCTC is much better positioned to maintain
 
this institutional capacity than other public sector organiza
tions in the supply system.
 

Local Suppliers:
 

Other sources of supply include approximately 30 local suppli
ers and 6 manufacturers, the PAHO EPI program for MOH immuni
zations, and USAID for NFPB family planning supplies. Some of
 
the local suppliers, especially manufacturers, are very small,
 
and a number of the people with whom we spoke didn't realize
 
that they were manufacturers. Real competition among local
 
suppliers and manufacturers is considered minimal: approxi
mately 70% of all local MOH purchases are estimated to come
 
from the one local supplier who is also the most sophisticated
 
manufacturer of pharmaceuticals in Jamaica. In general, if a
 
drug product is manufactured in Jamaica, it cannot be pur
chased from a foreign supplier.
 

Both University Hospital and the NFPB can procure directly
 
from JCTC, local suppliers, and PAHO or USAID. However, the
 
MOH/IMS system is more complicated and, therefore, cumbersome.
 

The Ministry of Finance CMOF) Supply Division:
 

Under Financial Administration and Audit Law 34 of [959, the
 
Ministry of Finance (MOF) Supply Division acts as the central
 
purchasing agency for the public sector. This Division of the
 
MOF is responsible for most policy-making decisions related to
 
government procurement. Through the Board of Service Audit,
 
they also monitor the performance of government warehouses
 
through annual stock checks and periodic spot checks of .ill
 
major government warehouses. The MOF Supply Division receives
 
drug orders from the MOH Finance Department, along with a
 
check to pay for these orders. The MOF Supply Division checks
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the orders over and forwards them and the accompanying check 
to either JCTC or the appropriate local suppliers. Each order 
is assigned an indent number which is intended to act as a 
control or cross-reference in the government system. Although
 
different sources quote different periods of time, processing
 
through the Supply Division is estimated at approximately 

month. The Supply Division's role as a procurement agency for
 
the Local pharmaceutical suppliers will be discussed further
 
in Section IV.
 

When the drugs are received through JCTC, the MOF Supply
 
Division Is responsible both for customs clearance and for
 
transportation to IMS. Local suppliers will deliver directly
 
to IMS. Costs associated with customs clearance can be very
 
high. They include: wharfage charges (e.g. fork lifting),
 
storage charges, stripping costs (i.e. opening containers),
 
dJemurrage charge ($17US/day for over 7 days), and the cost of
 
staff time spent completing customs entries and following tip
 
on the processing. This issue is discussed further in the
 
final section of this report.
 

The MOF Supply Division is plagued by the same personnel
 
problems as the rest of the government system. The current
 
vacancy rate is 40% according to managers.
 

The Supply Division, like IMS, is in the process of computer
izing its inventory control systems and other operations.
 
This process is considered to be in an "embryonic stage."
 

Although this Division of the MOF is responsible for all gov
ernment procurement, drugs and medical supplies for the MOH
 
represented 26% of the monetary value of all goods that flowed
 
through the system during calendar year 1988. Because of the
 
nature of the commodity, Supply Division managers e!stimate
 
that roughly 30% of the Division's efforts are directed toward
 
the management and processing of drugs and medical supplies,
 
although they are not warehoused there.
 

The MOF Supply Division charges a 5% fee' for foreign purchases
 
(i.e. through JCTC) and a 2.5% fee for local purchases. In
 
addition, it charges S% of actual transportation costs. These
 
fees are paid by check from the MOH Finance Department to the
 
MOF Supply Division when an order is placed. Although all
 
fees yo back to the GOJ consolidated fund, the Supply Divi
sion's budget has always been based on anticipated fee reve
nues and it always covers its actual costs through fee reve
nues. Clearly, since 26% of the value of goods flowing
 
through the MOF Supply Division are MOH drugs, the MOH is a
 
major contributor to fee revenues earned by the Division.
 

The MOH Finance Department and Pharmaceutical Services:
 

The MOH Finance Department works with the Director of Pharma
ceutical Services (DPS) and his staff to develop the budge4
 

for drugs and medical supplies, cash flow projections on an
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annUel and monthly basis, and to process individual drug
 
requisitions received from the IMS. Although for other
 
commodities procured by the MOH there is a Supply Management
 
Officer who reports to the Director of Administration, we
 
understand that drugs and medical supplies are exclusively the
 
responsibility of the Director of Pharmaceutical Services. He
 
works with the Director of Finance to develop the budget, cash
 
flow projections, and verify the levels of cash that will
 
actually come available during given months.
 

The office of Pharmaceutical Services is responsible for
 
checking the accuracy and appropriateness of the requisitions,
 
from both a technical and financial perspective. Delays in
 
this phase of order processing can be lengthy when there are
 
internal cash flow problems because the MOH cannot forward an
 
order to the MOF Supply Division without d check to pay for
 
the order. Although there is disagreement about how Long this
 
process can actually take, the best estimate is that it is 2-3
 
weeks when there are no cash flow problems, and 2-3 months
 
when there are cash flow problems.
 

The Office of Pharmaceutical Services, and particularly the
 
DPS, are involved with many other activities. Some of those
 
activities related directly to 
the supply system are discussed
 
elsewhere in this report. Since the DPS position carries a
 
large burden of responsibility, this position is discussed
 
under human resources in Section VIII.
 

Island Medical Stores CIMS):
 

Island Medical Stores (IMS) is responsible for the purchase
 
planning, inventory management, and distribution of pharmaceu
ticals throughout the MOH system. IMS, under the direction of
 
the DPS, is the hub of the MOH supply system; it plays a
 
complex role in 
the supply system, and there are multiple
 
problems in its current operations. Its role in the supply
 
system is described and analyzed in Sections IV and V.
 

The IMS distributes directly to the 22 hospitals, 6 prisons, 4
 
infirmaries, and the PHCs that act as district headquarters.
 
For the most part IMS transports the drugs and medical sup
plies to the facilities, although many of the PHC send vehi
cles to pick up their orders from IMS.
 

The National Family Planning Board CNFPB):
 

the NFPB's procurement System i3 more stream-lined than that
 
of the IMS/MOH. It receives 5ignificant financial assistance
 
from USAID, and, with a larger vehicle fleet than IMS and less
 
commodities to handle, it delivers directly to all PHCs and
 
the hospitals that have family planning clinics. The NFPB's
 
supply system is generally felt to be operating effectively.
 



University Hospital:
 

Uni, ersity Hospital, like the MOH system, has problems related
 
to financial and human resource constraints as well .5 the
 
controlled management of the drug stocks it maintains. Howev
er, its procurement system, like that of the NFPB, is more
 
5tream-lined than the IMS/MOH system. Also, the University
 
Hospital has no external distribution network, like the IFPB
 
and IMS/MOH.
 

rhe MOIH/IMS System:
 

rhere are an unnecessary number of organizations playing a
 
role in the public sector pharmaceutical 3ystem as it relates 
to the MOH/IMS. rhe number of institutions involved -- and 
therefore individuals -- complicates decision-making, slows 
down procedures and processing time, creates duplication of 
work, unnecessary red tape, and communication problems -- all 
of which create addition costs to the system and reduce its 
effectiveness. -,See recommendation in Executive Summary.) 

It is interesting to compare the indirect costs of supporting
 
the institutions in the supply network. JCTC charges (and
 
covers its costs with the fees) 8Z of the direct costs of
 
drugs that flow through it. The MOF Supplies Division charges
 
a fee of 5% for JCTC drug purchases and 2.5Z of local drug
 
purchases; their budget is developed to match expectd fees-

IMS's operating budget is 3.3Z of total direct costs of 
 drugs
 
and medical supplies. Separate costing for aspects of the
 
MOH, such as Pharmaceutical Services, were not available.
 

By contrast t~he operating costs of BDS are ~19Z of total drug
 
costs, and those of ECDS are 15Z. these 
 two organizations
 
provide services 3imilar to JCTC in combination with some of
 
the activities of the office of Pharmaceutical Services, such
 
as formulary process support. BDS pays suppliers 32% the
over 

CIF cost of drugs to provide services similar to those provid
ed by MOF Sul-ply Division and IMS, i.e. customs clearance,
 
warehousing, and distribution.
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[II.SELECTION - DRUG REGISTRATION & THE FORMULARY PROCESS
 

Registration of pharmaceuticals acceptable to the GOJ is
 
carried out under the Food and Drugs Act (August, 1975) under
 
the office of the DPS. It is usually based on WHO Certifica
tion form received by the DPS from the regulatory authority of
 
the product's country of origin. The DPS is also an Advisor
 
to the Director General of WHO 
on matters related to the WHO
 
Essential Drugs Program.
 

The DPS, whose staff includes four inspectors (2 on registra
tions and 2 on enforcement matters), issues the permits re
quired for every drug product importation as well as the items
 
coming under the Pesticides Authority. The DPS is also a
 
member of the Medical Committee of the NFPB and of the Pharma
ceuticals Committee of the Trades Board; and he serves as
 
Jamaica's Representative on the Board of the Caribbean Region
al Drug Testing Laboratory (CRDTL), a CARICOM agency.
 

Of the half dozen or more local manufacturers, Federated
 
Pharmaceuticals of Lascelles Labs Inc. is the largest and most
 
sophisticated in terms of production methods. Among the
 
others are: Windsor, Bunny, Mac's, Ampec, Bennett, and Barry.
 
For quality assurance testing and for purposes of re
registration requirements, a minimum sample of two batches
 
must be submitted each year to the Government Chemist, who is
 
also the Director of the CRDTL. From time-to-time, the DPS
 
seeks the services of the CRDTL respecting new registrations
 
and the items sampled by Inspectors from MOH Dispensaries and
 
from private sector pharmacies.
 

Guidelines for a Esential Drugs Management and Services
 
Programs emphasize the importance of a viable formulary proc
ess as the foundation of a successful program.
 

The formulary process requires the guidance of a stable, non
political, expert committee that meets regularly and frequent
ly, and consults non-committee persons of recognized expertise
 
to 5elect and re-select -- amend, delete, add -- effective
 
drugs in efficacious and economical pharmaceutical formats for
 
the treatment of prevalent illnesses. The formulary process
 
requires constant management, and the participation and com
mitment of informed and influential health care providers.
 
Both BDS and ECDS have formulary committees with clearly
 
designated membership and a annually programmed schedule of
 
activities.
 

The formulary list itself can be 'open' and contain a wide
 
range of items generally available, or it can be 'closed' and
 
contain only those items carefully chosen for the needs of a
 
particular program within the economic parameters of its
 
provider, i.e. a responsible and responsive public sector
 
program through a MOH. A closed formulary list is meant to
 
guide doctors' prescribing within the boundaries of the health
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care program; it tells them what is available (or should be)
 
through the supply system. A closed formulary is .3lso the
 
"shopping list" for those responsible for procurement in a
 
public sector supply system. Both BDS and ECOS have closed
 
formularies.
 

rhe formulary manual can take several forms, both in the
 
information it contains and in its 
physical presentation. It
 
can merely be a listing of drug preparations, possibly organ
ized by therapeutic or pharmacological classifications; or, an
 
extensive compilation of essential information to guide pre
scribing and rational, safe use by level-of-care, including
 
cost information to inform the prescribers choice of products.
 
It can be a large, heavy compilation, or a handy pocket-sized 
book to be carried with the practitioner. Both 3DS and ECDS
 
produce, annually, formulary manuals that are extensive compi
lations of prescribing information published in a book small
 
enough to fit into a shirt-jack pocket. (Example pages from

the t-:cDS kelional Formij1a .nd rherapeutics Manuai -ire shown
 

in Exhibit [V.) 

Jamaica'n rormulary activities differ significantly rrom those
 
of UDS and ECOS. 

Jamaica's latest edition of the Jamfjr National 
 Formulary,
 
compiled -.ome time ago and having the input of a very large
 
committee, is expected to be available in the near 
 future.
 
Apparently it has been ready for the printer for nearly two
 
years. Currently the 1980 Edition, published in 1982, is
 
still available. This Formulary does not relate to 
 the GOJ
 
public sector health care program but, that, endeavors to
 
briefly describe the multitudinous drugs and formulations
 
thereof to which a health care practitioner in Jamaica may be
 
exposed; apparently this was the request of medical practi
tioners. The physical dimensions of the printed manual are
 
expected to approximate those of the British National Formu
lary .13NF), 13 x 21.S cm..
 

For public sector doctors and supplies personnel, a VEN List
 
<i.e. Uital-Essential-Necessary classifications) of 
 essential 
drugs was compiled in therapeutic ,rategories and computer
printed in July, 1986. However, it has not yet been widely 
disseminated throughout the MOH System, and it appears that 
EMS does not necessarily adhere to it when purchasing. Howev
er, it ucces3fully reduced the previous unwieldy and expen
sive List of over 2000 items down to 523 drug preparations:
?19 l4.3ted -is 9ital, 158 -is 1_ sential, [47 ~sar,,0 plus 101plce 
requirt-d bulk yalenica I .- nd '39 non-drug items , 12 ..- r.iy; :s7 
medical sundry). While the need to officially ,ipdatc the UEN 
List is acknowledged, there .ire no current plans to revise and 
publish it in a format convenient to busy doctors .and other 
health care practitioners working in MOH facilities. (See 
recommendation in Executive !3ummary.) 
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28:08 ANALGESIC/ANTIPYRETICS Pae 159. 

ACETYLSALICYLIC ACID (ASPIRIN) (ASA) 
Indications: Mild-moderate pain, fever, and inflammatory condi. 
dons such as rheumatoid arthritis. Also used for anti-platelet action,e.g. transient ischernic attacks related to platelett emboli.
 
Cautions:
 

Conuuincairio. Gastric-ulceration, bleeding disorders, anticoagulant therapy, children with suspected viral illness (risk group 
for Reye's syndrome)Pauions:Patients with asthma, impaired renal(g) or hepatic
function 
Advee I.adio wTinnitis, nausea, ulceration, Reye's syndrome 

(children), hypersensitivities
InteraionrAspirin has anti-platelet actions, enhances the 

effects of oral anticoagulants, and increases the risk of bleedingwith anticoagulant therapy. It may enhance the effects of hypogly- 
cemic agents and methotrexate. Aspirin with alcohol ingestion
increases the risk of Gastric-ulceration. 

Use during Peany- Potential fetal and maternalrisk. Excreted in bre but no adverse effects to infants 
reported. 
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IV. PUBLIC TENDERING & LOCAL PROCUREMENT
 

MOH procurement of drugs is either through JCTC or through the
 
local suppliers and manufacturers.
 

JCTC:
 

JCTC's role as the public tendering agency for foreign suppli
ers is similar to that of played by BDS in the Barbados and
 
ECOS in the OECS region. All three agencies use a restricted
 
tendering system. See Exhibit V, lower portion. A report
 
comparing the three agencies public tendering systems in more
 
detail is attached here as the Annex.
 

Based on estimates of demand developed by the relative public
 
.ond private sector institutions, JCTC invites approximately
 
1SO foreign suppliers to tender prices on 800-900 different
 
dosage forms. Its first international restricted tender was
 
in 1980, and, on average, prices were reduced by from 20-30%.
 
With the exception of two non-manufacturers who are used for
 
emergency orders, only manufacturers are invited to tender.
 
Both ECDS and BDS invite both manufacturers and wholesalers,
 
although wholesalers must be screened more carefully if they
 
use multiple manufacturers.
 

Suppliers are not guaranteed minimum quantities; they only
 
receive the estimates. BDS does guarantee quantities, while
 
ECDS does not. It is not clear that there is any distinct
 
advantage of one over the other, although introductory years
 
can be an exception for a new procurement agency.
 

Contracts are issued for an 18 month period; both BDS and ECDS
 
issue 12 month contracts which is the more common practice.
 
(See final section of report on Problems and Potential Solu
tions.)
 

rhe staff of JCTC makes recommendations for awards, but deci
sions are taken by a multi-disciplinary committee of approxi
mately ten representatives from both the private and public
 
sectors: e.g. Director of Pharmacy Services, MOH; a represen
tative from the Medical Association, retail pharmacies, the
 
Chamber of Commerce, and the University Hospital. This com
mittee is chaired by the Managing Director of JCTC's Pharma
ceutical Division, and JCTC has only one vote. Both BDS and
 
ECDS have an external committee with most of the .iuthority
 
during the adjudication process. However JCTC's is more
 
similar to BDS's 
 than ECDS's in that there is no private
 
*ector participation through ECDS. It is possible that this
 
is a contributing factor to ECDS having selected a much larger
 
proportion of generic names than either JCTC or BDS.
 

JCTC invites tenders by generic name only; however approxi
mately 50 of its awards are made to branded products. BDS
 
awards -75% to branded products, while ECDS awards only -2S%.
 



A small sample of drugs that are high demand items in the Eng
lish-speaking Caribbean was used to compare priues obtained by
 
BDS, ECDS, and JCTC in a paper presented in Trinidad last 
year. This sample was too small to draw even tentative con
ciusions, but it does suggest some questions that the JCTC 
adjudication committee should consider as it reflects upon its
 
decision-making criteria. For this small sample, ECDS's
 
prices wer-e generally lower than either BDS's or JCTC's, even
 
though the low volume and high transportation costs in the
 
small OECS islands would normally result in higher prices.
 
(See recommendation in Executive Summary.) However, since
 
that contract period ECDS has tended to select higher priced
 
suppliers in favor of shorter lead times.
 

JCTC gives suppliers payment options: either letter of credit
 
or sight draft with varied amounts of time applicable. Since
 
neither ECDS nor BDS have such an option, this adds an addi
tional complication to the JCTC decision-making criteria which
 
does not come into play for the other two agencies. It may be
 
useful to note here that the guarantee of prompt payment was
 
,:onsidered to be a major contributing factor to the dramatic
 
decrease in prices that ECDS achieved during its first tenders
 
cycle, i.e. a weighted average of 44% for the six countries
 
that participated initially. Those countries that experienced
 
the largest reduction in prices were usu;lly the MOHs with the
 
poorest repayment track records with suppliers.
 

JCTC does not publish information on which suppliers were
 
awarded contracts at what prices; BDS does, and ECDS does not.
 
The pros and cons of this policy are a matter of debate, both
 
for this consultant team and others who work with public
 
tendering systems for pharmaceuticals. Because of this policy
 
we needed to make an official request through the Planning
 
Institute of Jamaica to receive a copy of JCTC's prices; given
 
time constraints, we were therefore unable to do a more com
prehensive comparison of prices. It would be useful for JCTC
 
or the MOH to conduct a comprehensive comparison.
 

JCTC assures quality in much the same ways as BDS and ECDS:
 
5creening and monitoring suppliers (including establishing
 
performance norms); enforcing JCTC contracts; and testing at
 
the GRDTL.
 

Perhaps the biggest difference between JCTC and either BDS or
 
ECDS is that -- despite the public controversy about JCTC's
 
influence and power --- it has a much smaller -hare of its
 
public 3ector market than either of the other two agencies do
 
in theirs. BDS has a 100Z share of the Barbados public sec
hor. ECDS has ~B5Z share of the public sector markets in the
 
seven countries it serves; through a sole source commitment
 
from the Ministers of Health, MOHs cannot purchase brand name
 
or generic equivalents of any products contracted by ECDS.
 
This is not the case in Jamaica, where the JCTC may have less
 
than half of the public sector drug market.
 



Local Suppliers:
 

Under normal circumstances it is a requirement that MOF Supply
 
Division tender for all GOJ procurements. However, this never
 
happens for locally procured pharmaceuticals for two reasons.
 
First, there is considered to be almost no real competition
 
between local 
suppliers according to many of those with whom
 
we discussed the issue. One local manufacturer (i.e. Federat
ed and its name affiliates), who according to all sources
 
receives approximately 70% of all MOH orders, is 
 the only
 
manufacturer For 
many products, or the only manufacturer who
 
can produce in sufficient quantities. Second, the Supply
 
Division's tendering mechanism is time consuming (as are most)
 
and virtually all IMS local orders are emergencies, or at
 
least urgent. Local tendering for individual orders from the
 
[MS would not be a practical process.
 

Therefore, decisions about whom to order what from locally 
are
 
made at the IMS level. In making its selections, IMS uses
 
price lists or solicits quotations over the telephone and
 
negotiates informally. For the most part, only the price
 
lists are used because only one source of supply may be avail
able. We conducted an informal review of purchase quantities
 
and prices recently obtained by the MOH 
in Belize compared
 
with the prices paid by the MOH to a local supplier in Jamai
ca. This informal review indicated that the Jamaica could
 
have doubled its purchasing power by using the same procure
ment methods as the MOH in Belize. (See recommendation in
 
Executive Summary.)
 

The MH .CTC,Local Market Share:
 

This apparent problem in the local 
market prices becomes more
 
critical when one considers two other factors. First, the
 
local suppliers' share of the MOH market. Second, the incen
tives that are operating on behalf of local suppliers in the
 
current public sector procurement system.
 

Interviews with managers and earlier reports 
on the supply
 
system suggested that 60%-702 of the drugs 
for the MOH were
 
purchased through JCTC, and 30%-402 were purchased through
 
local distributors and manufacturers. However, the expendi
ture 
 data that we received from IMS indicated that the split
 
was closer to 5O%50% with local 3upplier5 receiving a slight
ly larger 3hare of the MOH market during the past three years.
 
Figure 2 and T.ible 2 illustrate the trends captured hy t-he EMS
 
accounting records.
 

The figures and trends presented here were received frum IMS.
 
Figures received from JCTC differed significantly from these.
 
For example, according to JCTC's summary figures for 87-66,
 
$7,921,255J of orders were 
placed for the MOH, and $6,478,794J
 
were received. In 88-89, $10,388,596J of orders were placed,
 
and $9,689,448J were received. 
 Since there is a lag time
 
between orders being placed by 
IMS and orders being placed by
 



JCTC, we would expect a discrepancy between IMS and JCTC
 
figures for the same reason that there is a discrapancy be
tween orders placed and received each year for JCTC's own
 
figures. However IMS figures are consistently higher which
 
may suggest a major weakness in the accounting system, or that
 
3ome orders intended for JCTC procurement are made locally in
 
order to respond to an emergency. If the JCTC figures are
 
more accurate than the IMS figures, then less than half of the
 
MOH's drug supply is being procured through JCTC.
 

The local suppliers' ability to respond rapidly to MOH drug
 
supply needs is probably a contributing factor to this trend.
 
Local suppliers will deliver drugs to IMS almost immediately,
 
or within a few days without receiving cash in advance. When 
orders are placed to JCTC, the current system can take three 
months to issue a check to JCTC and the supplier lead time 
.3dds another thee months. See Exhibit VI. 

TABLE 2
 

ISLAND MEDICAL STORES - SUMMARY OF DRUG PURCHASES
 
FISCAL FOREIGN LOCAL TOTAL
 
YEAR DRUGS DRUGS
 

1986-87 $10,912,196.63 $12,290,656.41 $23,202,853.04
 
1987-88 $11,731,091.81 $11,265,697.88 $22,996,789.69
 
1988-89 $14,841,570.27 $16,060,597.16 $30,902,167.43
 

FIGURE 2
 

IMS DPUG PURCHAS.ES 
,URRENT OLILLARGUNADJUSTtfLD. 

17.

t4

3
 

12 

N.CEI 'I-AESLCLPUCAE 

http:PURCHAS.ES
http:30,902,167.43
http:16,060,597.16
http:14,841,570.27
http:22,996,789.69
http:11,265,697.88
http:11,731,091.81
http:23,202,853.04
http:12,290,656.41
http:10,912,196.63


EXHIBIT VI- DRUG ORDER LEAD TIMES
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V. PROCUREMENT PLANNING, WAREHOUSING & DISTRIBUTION
 

Procurement planning (or purchasing), warehousing, and distri
bution are perhaps the weakest elements of the public sector
 
pharmaceutical system. rhe frequent stock-outs and shortages
 
that were cited in reports five yearz ago have continued to
 
plague the Systern. During 1986, [MS provided a service level
 
of 20% according to the current gov'rnment estimates book.
 
The ordering process is not based on routine procedures and
 
accurate, timely information systems that support procurement 
decision-making, although these are all areas where the 
MOH/USAID Health Management Improvement Project (IIMIP) has 
invested much effort. 
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Under the 1IMIP an advisor was provided to EMS Per approximate
ly 10 months; the same advisor had previously been working
 
with EMS as a UNDP Consultant. Plans for systems and proce
,Jure5 were developed, recommended Vor implementation, and, in
 
come Cases, partially Lmplemented.
 

EMS warehousing was totally re-organized, with -stock5 arranged 
by ;herapeutic categories. IMS ha- two warehouses. The 
Marcus Garvey location is the administrative headquarters, and 
.ill 1rugs are stored in this warehouse. The Bell Road facili
17Y i.3 sed to store the overflow of bulk medical supplies. 
iAir conditioning was installed at IMS under the IMIP; however, 
the .-ir conditioners are not currently working, apparently
 
hecause o1 poor maintenance and servicing.
 

Leakage from the supply system through pilferage was identi-

Fied •s a major problem. Improved security of I:he physical
 
e.cxLiti5s. particularly at [MS'5 two warehouses, was provided
 
by fWhe HMIP. However, EMS ,taff were apparently responsible
 
Vor much of the pilferage, 3o improvement of' physical security
 
had Little impact. The MOl and TMS have been able to remove
 
:Luspected staff me.mbers, and security at the IMS Level has
 
apparently seen substantial improvement. flowever, it is not
 
,'lear how much pilferage has continued in hospitals and PHCs.
 

"Emergency" or urgent orders were identified as 
 a problem;
 
estimates in 1905 were -25% of all local orders. Emergency
 
orders ire still a problem, although it was not possible to
 

'luantifv the magnitude of the problem.
 

A5 part of a series of policy, procedures and technical manu
.11s produced by the Ministry of lealth, a manual on SuppIV
 
Management Procedures For Drugs and Medical Suppfles has been
 
developed under the I4MIP. Although dated as issuad in 1989,
 
!:he manual has not yet been officially approved or released by
 
the Mi1011 and MOF Supply Division, and it considered 1:e have
 

been in its "final stages" for the past two years. The three
ring hinders intended to house the loose-leaf manuals have
 

been stacked up in the 11MIP offices throughout that period.
 

rhn .2pp.arent intention of this manual is to improve compliance
 
with 1Iready agreed upon procedures at all Levels of hhe 
supply system. However, systems are still weak or non
,-xitent .t all Levels nf- the supply system. 

Computerized information ,vstems were developed for IMS under 
!,he ::HIP project. However. these systems only allowed taff 
-it IfS to input data; proce55inq and printing had to be done 
at the qgovernment's Central Data Processing Unit (CDPU). It 
,could take more than three months to get reports hack Prom 

CDPU. and there were many inaccuracies in the information. 
This ituation has persisted until the present time, and IMS 

has basically abandoned using most aspects of the ,computerized 
information system. There ore plans for the HNIP to provide
 
-an HIS expert who can rectify these technological problems.
 



1MG has Pour vehicles: two 10-ton trucks .nd Lwv vans, one 
,ofrigerated. By contrast, L-he NFPB. With less rc-nraimodities to 
,ieliver. ,.urrently h1as S-G vehicles, and will jot 2-3 ncw 
vehicles under the Health Sector Initiatives project which is 
:slated as a follow-on to the HMIP. 

Facilities .ire 3upposed to requisition on a quarterly basis,
 
but they ire allowed to place intermediate orders a-nd tre
quentlv do. The normal expectation is that IMS will 1,akc
 
approximately 't wceks to deliver after an order 
is received,
 
but IMG is currently 4 weeks behind thIis intended 3cliedule:
 
the current delivery period is t weeks.
 

There is a 3chedule for hospital deliveries. Although
 
hospitals will occasionally send ambulances .nd other vehicles
 
to [S to pick ,uporders, most orders are too Large for Ute
 
hospitas !o. pick tip t.hemmelves. UciLcles ';hat come i.,4 [Ms,
 
including ambulances, are generally coming ?:o Kingston on
 
,o3thur business rather than making a special brip 1;o [MS.
 
However, the PHCs often do come Lu EMS to pick up their 
 or
,ers. 3ince .he quantities ,are zmaller. Approximately one
third of the PIIC orders are picked up from IMS rather then
 
delivered Prom IMS. The majority of PHCs (Types I, II, and
 
zome 1I1) are 5upposed to receive their drugs from the Dis
trict lleadquartcrs P14C, although they can receive directly
 
from 1MS ;3 they are convenient-ly located on Hie delivery
 
route or if they come to IMS to pick up their orders. The
 
NrPB, on Hie 
other hand, delivera directly to all PHCs and
 
hospitals with FP clinics.
 

See rccommendations in Executive Summary. Also, ior .a 'uiler
 
description of some of IHiS's problems in these areas, docu
ment cited in the introductory section of this report by Ira
 
Robinson 'et al) and Arthur Walton provide detdiled doscrip-

Lions.
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VI. USE - PRESCRIBING PAT1EKNS & COMPLIANCE
 

rhe University Hospital's Drug Committee, which meets every
 
two months, provides therapeutic ,update5 For prescribers.
 
Based on .3tatistics that the Pharmacy Department collects,
 
thib C;ommittee also periodically conducts reviews of drug 
use
 
dnd trends. These reviews ,;an be global, by department, or
 
peer reviews of individual practitioners.
 

Manpower 'shortages and weak record keeping systems contribute
 
to the absence of statistics on prescribing patterns and drug
 
use patterns in the MOH system facilities. Although there is
 
currently no quantifiable data on prescribing patterns use
or 

in the MOH system, it is well known that doctors tend to over
prescribe. The tendency f-o poly-prescribe is a natural reac
tion to the lack of dependable lab and other testing tech
niques that would confirm a diagnosis, as well as poor pre
scribing habits. Placebos like Paracetemol and Vitamin B are
 
frequently prescribed in Jamaica. There is a tendency 
 to
 
prescribe brand names to
(although this may changing) or even 

write "purchase in the U.S." on a prescription slip. An
 
analysis 
 of 12 different non-steroidal, anti-inflammentory
 
agents showed that the highest number of prescriptions in any
 
one 5ample was the most expensive. Although all of these
 
patterns create wastage in the system, the 
 common over-pre
scribing 
of antibiotics (or sale without prescriptions) is
 
more troubling because of the 
emergence of resistant strains
 
of infection, particularly for STDs.
 

If the VEN list is revised, published, and both circulated and
 
promoted to prescribers, it may improve prescribing patterns
 
and encourage record keeping. Therapeutics workshops, and the
 
circulation of printed therapeutic updates and 
price informa
tion -;an also 
impact use patterns. There are aiso relatively
 
-implt techniques that can be used to collect global 
1Jse data
 
that might direct more specific studies. 
 (See recommendation
 
in Executive Summary.)
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V[I.FINANCIAL RESOURCES, PLANNING & MANAGEMENT
 

'overnment Resources:
 

Given the -Ievere economic conditions in Jamaica -- falling
GDP, rising population, high levels of debt 3ervicing, an 
unfavorable trade balance, and the devaluation of the Jamaican 
dollar during the past decade -- capital expenditure in the 
health sector i3 largely limited to repairs of existing build-
Lngs. rhe Government of Jamaica <GOJ) has been trying to 
rationalize the health infrastructure by converting and 
reclassifying facilities to the level-of-zervice that they are 
capable of providing. This is certainly appropriate a3s the
 
recurrent cost3 of the existing system are 
severely underfi
nanced.
 

Recurrent costs of the Ministry of Health kMOH) 
are almost n
tirely financed by the Mlnistry of Finance <MOF). The covern
ment of Jamaica Estimates of Expenditure for the Fiscal year 
ending March 31, 1990 includes $478,895,000J for the Ministry
of Health (MOH) net of "appropriations in aid", or 8.7% of the 
estimate for the total recurrent costs in the government 
sector, including debt servicing. When debt servicing is 
3obtracted From the government's recurrent budget, the MOH 
accounts For 13.3Z of the government sector. These percent
ages are high For an MOH by world-wide standards in both low
and middle-income countries, but quite typica' in the English
speaking islands of the Caribbean.
 

However, government expenditures per capita in Jamaica are 
significantly lower than they are in the -smaller English
speaking islands. Current estimates for the MOH will dimount
 
to an expenditure ,of .pproximately $200J per capita in Fiscal
 
1390. This compares with an average of approximately 65490J
 
per capita for fiscal years 1988 or L989 in the nine LDC5 
 at
 
the Eastern Caribbean; and approximately $1300J in 1988-89 for
 
B}arbados, as the small English-speaking MDC in the Eastern
 
Caribbean.
 

Despite apparent private/public salary differentials of 2:1
 
and vacancy rates of approximately 'O or more in officially
 
designated MOH positions, particularly for professionals
 
including 
 pharmacists, the Jamaican MOH spends approximatelv 
hailF of its budget on personnel. 

!'he rlrH budget includes -VS6,O00,O0OJ for f:he p,urchase Of ,drt,3. 
-And medical supplies, or approximately 12% of the MOH budget.
his ten percent share is typical For the English-5peawinq 

Caribbean, although drugs and medical supplies can claim 
much larger share of developing country MOH budgets world
wide. During Fiscal year L988-89 -pprnximately 75% ,)r t-ho 
budget for drugs and medical supplies was used to purrhase
drug5. Since this percentage corresponds with current !sti
mates according to MOH managers, we can assume that approxi

.i 



mately $42,000,OOOJ will be spent on drugs during fiscal year
 
1989-90. The $42,000,OOJ is augmented by the value ,ll' drugs
 
and medical supplies that are consumed at University Hospital
 
which has a separate subvention in the government estimates
 
and no line item for drugs. For fiscal year 1989-90 the
 
University Hospital'5 drug expenditures are estimated at
 
$9,000,000J, bringing total drug expenditure through the GOJ
 
to $51,O00,O00J. Jamaica's per capita expenditure on drugs
 
during 1989-90 would therefore be approximately $20J per
 
capita, compared with approximately $24J per capita in the
 
OECS countries and $145J per capita in Barbados. The IJECS
 
countries spend over five million EC dollars per year (gener
ally excluding FP supplies but including the operating costs
 
of the ECDS ) and Barbados spends approximately twelve million
 
Barbados dollars (excluding the costs of operating BDS which
 
add an addition -19% to the drug costs).
 

rhe MOII drug budget for Jamaica was even more constrained
 
earlier in this decade, and this year's GOJ estimates book
 
notes that during 1986 IMS provided a service Level of 20Z.
 
However there is no real gap between Jamaica ($20J per capita)
 
and the OECS region ($24J per capita) because OECS figures
 
include a ISZ fee paid to cover the operating costs of ECDS.
 
Also, the DECS average per capita figure masks major varia
tions between the OECS member states. Dominica, For example,
 
ipends far less per capita than some of the other UECS member
 
states.
 

Although it spends less per capita than Jamaica and is perhaps
 
the least developed country in the OECS, Dominica is consid
ered by many to have the most effective and efficient drug
 
supply system in the OECS islands. Its formulary Ls very
 
tight, and the MOH enforces rigid adherence to the national
 
Formulary. Purchase prices through 
the ECDS are low. Driugs
 
are budgeted for at the facility level, and cost accounting
 
systems are used to charge the facilities and monitor their
 
performance against the budget. Periodic analysis are done of
 
drug expenditure, per facility by drug type which allows the
 
identification of major discrepancies in ,use patterns or
 
expenditure per patient. Price Lists For ..our'5e-o--f-her.ipy
 
treatments are circulated to prescribers to increase their
 
cost sensitivity. The Dominica system seems to illustrate the
 
possibility of providing adequate pharmaceutical 'services
 
without high per capita expenditures.
 

User A- es
 

Beginning in fiscal year J985-86, the MOH was illowed to
 
retain revenue from user fee charges rather than returning all
 
Fees directly to the GOJ'5 consolidated fund. Facilities
 
return feeb collected to the MOH but are allowed to receive
 
50Z ,or more in special cases) of the fees collected back
 
again once they submit a budget request for the use of the
 
Fees. This change in policy had a significant influence on
 
the motivation to collect officially established fees at the
 

yz 



facility level, and for the few Facilities with baseline djata 
from ihe 1983-84 period the increase was dramatic, from ,ver 
S002. to nearly 150OZ. User fees per patient also increased 
significantly. fn [986-87, fee revenues accounted For from
 
!3.G% to 27.4%Z or operating costs For the 10 regions. However,
 
these operating costs are for the hospitals only, and total
 
uiser Fees for the iOH are currently estimated to cover only 
about 1.5% of the cost of all services. The GOJ estimates for
 
1989-90 includes 3 million Jamaican dollars as "appropriations 
in .id" that are the estimates for user fees that will cover
 
that portion of the costs. 

In 0eneral user fees, including those for drugs, .-re only 
collected at the hospital Level, and not at the health care
 
centers. rhe hospitals that have been recently rationalized
 
to Fype IV or U facilities have continued to collect fees, and
 
apparently thes5c facilities with a 
lesser range 'if services 
are particularly dependent on fees for drugs, followed by 
maternity fees. (Larger hospitals benefit most from admission 
fees.) 

The fee for drugs is $5 per item on a prescription slip. An
 
analysis of sources of user fees for 23 hospitals in 1985-86
 
showed that a weighted average of 20.6% of all user fees came
 
from drug Fees. Patterns for collection are not closely
 
related to expenditure patterns for user fee revenues. An
 
analysis of expenditure of user fees for 16 hospitals in L'86
87 showed that they spent a average of 4.9% of their user flee
 
revenues 3n drugs. However, this average was raised by one
 
hospital that spent 27.2Z on drugs, as most hospitals pur
chased no drugs with the user fees.
 

Exemptioyis and exceptions (impacting drug fees) include: .3ll
 
visit3 for family planning or immunization; food did .-ecIpi

ents; women with high-risk pregnancies; and dental treatment
 
For children. Those with chronic conditions (diabetes, hyper
tension, arthritis, mental patients) pay a $5 registration fee
 
annually plus a $5 prescription fee per visit (not per item).
 

Tlese .-'jIles hold or the MOH ,ystem in !3ener.al. Ihe
 
University lospil;al has apparently been able to institute some
 
modifications, including charging private patients .nd insured
 
patients at higher rates.
 

Fstimates Of -he proportion of patients who pay Fee5I range 
r-m '0 - ?q , epnding on !he insti tijtion 3nd whether Il I 
patient3 ,r lut-patients only are being Considered. 

.Jamaican MOlt ,Jser Fee policies ,:ompare very favorably with the
 
smaller countries of the Eastern Caribbean. Through the
 
Special Benefits Serive (SBS), the BDS is reimbursing the
 
private sector pharmacies For the cost plus a profit margin of
 
formulary drugs. The identical drugs (same brand, same pack
aging) are provided Free of charge through the MOH 1;vstem
 
where hey only cost the government the base price. Many ,of
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%he OECS countries have an official schedule of user 
fees For 
,ruqs dnd other iervices; however, categories of exemption are
 
so broad <e.g. 
under 15 years, over GO, all chronic diseases, 
ail pregnant women, 
police, nurses, etc.; that in a ,country
 
Like St. Lucia, the potential for collection is estimated .t
 
approximately 7% of all health care 
system users. This poten
hiaL is never realized because there 
is little motivation to
 
'ollect at the facility level, 
at least partly because all 
Fees go back to the .general consolidated fund. 

ilthough Jamaica's MOl user fee policies have proven 
 3uccess
ful, particularly in increansing the motivation 
to collect- at
 
the facility level, there a
is need to revise the policies.
 
(See final section in report on 
Problems & Potential Solu
tions.)
 

The Private S'ector 0lternative to 1laer F,-es: 

in reconsidering its pricing policies on 
user Fees, it is
 
important that 
the MOH consider the private sector alternative
 
presented to health 
care users, as well as cost recovery
 
issues and ability/willingness to pay.
 

In general there is a 15Z customs duty, a 
S consumption tax,
 
and a 2Z handling charge for private 
sector pharmaceuticals.

There is not normally duty 
on government purchases. For most
 
pharmaceuticals products, prices 
are controlled in the private

nector. For ethical drugs, wholesalers can charge a maximum
 
of 202 and retailers can charge an additional 'OZ. For over
 
the counter (OTC) products, 
the maximum wholesaler margin is 
20% and the retail is 25. In both cases ,a "professional Pee ' ' 
or dispensing Fee of $4J per item is also allowed at the 
retail level. 

External saistance-

The Social Sectors Development Project, funded by the World
 
Bank, includes a budget of approximately fifteen million IJS
 
dollars for the 
procurement of pharmaceuticals. The intention
 
is that these funds will 
be used as a capital investment to
 
fill up the supply pipeline or 
"top up the stock Levels" and
 
•allow the MOH and IMS to move out o1f a crisis managemen-t mode
 
-o that good procurement-
planning and inventory control bech
;niques ';an be i;npl'menned. rhe down-iide vizk here 13 .ovi
ouslY that these funds :an easily be inadvertently used to 
fund the MON'- recurrent costs For ,drugs over ,everal y.ears.
rather than iuiid up .and maintain a capital investment in 
stock levels. The danger of this occurring is particularly
 
acute Par a commodity like drugs where Iew 
managers can 'Jr 'do 
make a distinct-ion between capital and recurrent costs for the
 
commodity. The distinction between the two is much more
 
blurred than it would be for construction and repair of build
ings or the purchase uf vehicles, for example. The greatest

risk here is that. five years from now, 
 t.he GOJ could find
 
itself with additional debt for a World Bank 
loan used to fund
 



its own MOlH operating costs through the drug supply 5yStOm.
 

The World Bank project dovument also calls for revision of
 
user fee policies.
 

Financial Planning & Management:
 

The pharmaceutical and medical supply line item in the GOJ 
estimates for the MOll operates at two levels: First, a global 
drug budget for IlS, $5G,O00,O00 this fiscal year; second 18 
budgets organized around a) Lertiary and secondary care For 
lhe regions, and b) primary care organized by geographical 

definitions. The aggregate of these budgets is s55,000,000 
this fiscal year, and the one million dollar difference is 
attributed to stock values at IMS. The first level 
budget/cos; center is the responsibility the Oirector of 
Pharmaceut:cal Services; when drugs for EMS paid for byare 


the MOH, lthe payments are debited to this account. rhe 18 
budgets represent the MOH's current cost centers: 10 hy region
 
P~or the ragional hospitals, and 6 For primary care. All but G
 
of the parishes have now been organized collectively by region
 
For accounting purposes; the other 6 are slated For the same
 
organization in the future. When drugs are distributed to the
 
regional hospitals or the PHCs, IMS's global account is cred
ited for the value of the drugs and the cost center for the
 
regional hospital (or PHes) is debited.
 

It appears that costing systems between IMS and the facility
 
level have slide backwards during recent years. Hospitals in
 
the Cornwall region are now operating with the computerized
 
cost :ystems (developed by PAHO and the MOH) in their second
 
financial year, and the same system is being implemented in
 
the Kingston Public Hospital (IPH). The only costs that the
 
Cornwall region hospitals are unable to capture are related to
 
drugs and medical supplies, although they apparently received
 
this information several years ago. This problem is, at least
 
in part, the result of IMS's problems with computerization and
 
information systems as described under Section U. Since the
 
costing information from the computerized systems was both
 
relatively inaccurate and oix months late, EMS is no longer
 
processing and sending reports to the facilities.
 

This is unfortunate because the MOH Finance Department does 
periodic performance reviews Of the health care system where 
it !a Pnssible to develop performance indicators, 0.g. meal 
,:ost, per patient bed day. Lr, q costs per out-pntient 0'isit, 
per patient bed-day, or ,omparatively for service population 
and Facility type could be used both as a measurement of a 
facility's copparative efficiency and as a basic planning unit
 
during the budget process. However, at the present time the
 
MOH Finance Department cannot even compare actual costs per
 
facility with an original budget. First, the individual
 
Facilities have no budget/costing system for drugs. Second,
 
any information that could be made available has consistently
 
been six months late and not very accurate.
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'III.HUMAN RESOURCES & MANPOWER PLANNING
 

Given salary levels, career opportunities, and working condi
tions, the GOJ ,zivil service is experiencing extreme difficul
ty in attracting and maintaining qualified staff. rhe MOH is 
no exception. Uacancy rates in professional positions can be 
over 50%. 

M1anagrs:
 

rhe exodus from the civil service over the past decade has 
frequently left those managers who have remained in the MOH 
3ystem with an excess of responsibilities. As the key manager 
in the public sector pharmaceutical system, the DPS appears to 
be an example of this.
 

1)5 UPS he i3 technically, administratively, ,nd financially
 
,"esponsible For the procurement, management, ind distribution
 
1,f Trugs, medical zupplies, x-ray, lab supplies, blood bank,
 
•ind dental -uppLies for the MOR. Every pharmacist in the MOH 
reports to the OPS. rhe Chief Dangerous Drugs Inspector, the 
Principal Pharmaci3t, four Drug Inspectors, and two Auditors 
report to him. He is Jamaica's Representative on the CRDTL, a 
member of the Pesticide Authority, a member of the Medical 
Committee of the HFPR, Chairman of the Formulary Committee, a 
member of the rrade roard Committee on Pharmaceuticals, ,: 
member of the JCTC Tenders Committee, and Chief Administrator 
For the Food and Drugs Act.
 

Ifr addition to these multiple responsibilities, most of which 
,ire ,oither policy-level ictivities or should require only 
overnight of mid-level managers, the [)PS is ,essential s " 
Faicilitator of day-to-day operations in he MOH's 3uppLy 
- Ystom. 

Lt has probably been particularly difficult to develop and
 
retain good mid-level managgrs in the MOH system, since the 
civil service offers little to young, aspiring managers. Fhe 
MUH -,ystem does offer 5ome very liberal fringe benefils 'sie 
below) but, while they increase costs to the 1H, they ,Jo 
little to overcome the low 5alaries, limited career options, 
nd difficult working conditions. (See recommendations in
 

(txecutive Summary. 

Vharmacist5 and Pharmacy r-chniciana/ssistant: 

.he overall vacancy rate ,or pharmacists is over 60%. Of the 
152 pharmacists posts, 62 are Filled, including LS retirees 
who have continued ,)nder contract. El even Of the hozpitaI. 
are without a pharmacist. Only half of the pharmacy posts are 
filled at University Hospital, IMS, and MOH Uupply Division. 
,If the 05 pharmacy assistant posts, 35 are filled, and many of
 
the .ssistants are acting in pharmacists' posts.
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[n the private sector, pharmacists practice in -200 pharma
cies, 6 private hospitals, and wholesale outlets. 
 Private
 
sector 3alaries 
are often more then twice those received in
 
the jovernment sector, and the private sector 
 has ittracted
 
many pharmacists away from 
the MOH system. Some government
 
pharmacists supplement their 
income through part-time employ
ment in a retail pharmacy. 

it would appear that the MOH oefers a package of fringe Lene-

Fitz that creates 5ignificant costs For the government, but
 
offers limited attraction to pharmacists. For example, MOH
 
pharmacists (ire ,eligible 
For 35 days of vacation, 14 days of 
departmental leave, 10 national holidays, and IS sick days
"with a3 medical certificate) for a total of 74 leave days.
rhis means nearly 30% of the 2GO total possible working days
in .a year ,:an he leave days. [n addition, there ire two 
months paid for maternity leave and an addition unpaid month 
i3 optional. While these benefits do not increase the -innual
 
,arntngs ,)f the individual pharmacist and therefore ,Jo 
 little
 
to inake practicing the profession in the public sector more
 
aittractive, they do substantially increase tZie per working day
 
costs of haviny a pharmacist's services in an MOH f-icility.
 

The College of Arts, Science and Technology (CAST) offers a
 
three-year diploma course pharmacy.
in In terms of manpower

planning, the numbers of students graduating each year should
 
be adequate to provide for Jamaica's needs -- if the current
 
5hortages were not so dramatic. There are currently 132
 
students enrolled in the CAST program and only a few of these
 
are from outside Jamaica. the MOH is responsible for i tech
nician training program that- consists of four months of formal
 
training and eight of on-the-job training. However, this
 
training hias not been offered for six years. The Jamaica
 
Pharmaceutical Society is concerned about the number of 
 phar
macy rfecnniclans who are acting in place of qualified dispens
ers, hut it is not clear that the MOH has any -hort term
 
recourse from this option.
 

Since the GOJ and the MOH have been experimenting successfully
with ,.ertain kinds of divestment, ouch as contracting out 
hospital .aundry 3ervices, it could be useful to contrncr out 
pharmacy ".ervices on an experimental basis. (See other recom
mendations in Executive Summary.,
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PUBLIC TENDERING FOR PHARMACEUTICALS
 
in the
 

ENGLISH-SPEAKING CARIBBEAN
 

BARBADOS, JAMAICA, and the OECS COUNTRIES 

During the past decade thrcc public tendering systcms 
for the procurcment of pharmaceuicals have bccn 
established in the English.spcaking Caribbean: the 
Barbados Drug Service (13DS), the pharmaceutical 
division of thc Jamaica Commodity Trading Company 
(JCTIrC) LAd., and the Eastern Cariblbcan Drug Serice 
(I3CDS). 

All threc agcncies have intduccd arcstricted interna-
l ional tender, but cach agency has devclopcd a lender-
ing-procurcmcnt model with its own unique allributes. 
BDS,JCTC and ECDS have all succeededin incrcasing 
the levcl or health services provided to the populations 
they serve while simultaneously reducing the purchase 
price of pharmaccuticals. The authority providcd to the 
three agencies and the introduction of restricted 
tendering systems have made this possible because: 

Restricted public tcdcringstinitlates comptition 
and reduces pnres. 

* 	 ReducedpricesiAcndpurclasingpower,pro iding a 
laqgr suoholu of available ulzuaniaccunicalr to tihe 
populaiion. 

* 	 Public tciderigand cantractingprovides more con 
trol over supplicrs, incmrasig quaity a.T.Trancc. 

77esc ugencies have acombination ofsocial goals, 
stattory powers and resources that enlance til;P 
bencfit to (ie health care.sytein in a variety of wG,, 

Perhaps thcgrcatcst benefit that BDS,JCTC and ECDS 
have provided to the region iseconomic: the unit price 
reduction of pharmaceuticals has stretched public (and 
private) sector budgcts, allowing cost reductions or, 
more commonly, amore regular supply of pharmaccu
licals in the Ministry of Health (MOI) systems. The 
bar charts intcrspersed throughout this palwr illustrate 
CIF prices currently paid by 1130S, JC'C and ECDS for 
sevcn~fl" thu puducts most commonly uscd in thu 
English-speaking Caribbean. 

AUTHOR'S AKNOWLEDGEMENT. 77is poluer was made possible ly informationi	provided during lelaphone 
'nbu ll,funpir Director ofconversationswith."Lunnox l'rcscod, Directorof the Barbados Du K Service (BDS); John 

DDS; Maurecn Giraham, AManaging Director of the plhannaccuticalsection of tle Jamaica Commodity Trading 

Company (JC-'7C)LId.; and PailElli,forriicrAfanagingDirectorofJCTC as well us it. , hatarcaiicalisectio. Given 

titne constraints,tliesc indit'iduals have nt yci hcia able to review tlie catitcnt ofthispapcr. A revised mcrsion ait has 
been rcvicwcd by then will bc inade arailableon requeut. 

717bargraphs comiparitigittii''riecsand othilrgraphicillustrations dispersed throtihioulte ipaperwcre completedwith 
Raakin,the assistance of Francis Barnett, Assistant Director oftile Eastcn CaribbeanDnig Scrvice (ECDS); Ji 

l'hamaacyDirectoro Presb)icria, Medical Services (PMS); and Sonjete Rodrigucs arid Peter Iluff-Ronssllc ofMan

agcncnlStSciences for Health (MSih). An anit.rprovides detailed erplanatliois oftlie price comparisons. 
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flow other Purchasing Methods Compare With Restricted Tender
 
Purchosing orle! Oescrlpiioa1 Effect on 
 Delivery Workload on Need for a Conditions Favoring UseMethod Price Times the Procure. Merit Rating
_._meni 

Unit of Suppllers
 
OPEN Bids are accOpted Iroi11al iri. Very 
 Long Very 	 Ifigh Very High 9 Many reputablo suppliers areTENDER forested suppliers. Favorable evailablo 

, May be nocossary at beginning of 
program to open supply channels 

nfSTRICIED Suppliers bid against each other Favorable Mcdolota Moderate ModorateTENDER 	 * Where only a low ropultble supfr the contract, but participationL BIBof upphiers Is linitod to ihose' whoe	 pliers are available o li 

have registered with tlir govern. * Prodtucts where biooquivalence,
 

Motilily, precise formulation Ismint or who have mal established 
Importantprerequisites. 

a Larqo volume, slandard items for 

which all reliable Suppliers are 
known 

NEGOIIATED The buyer approaches a Small Moderotely Short High inilially. Only a Bulk buying 0 Single-sourco drugsPROCURE. number of selected poloitinl iup- Favorable later low initillyMENT 	 * Special lltm. or specications aepliers and bargains witlh tho, Itir requred by lhe buyer
specific price or service aunyi.re 
monls, 

DIRECT Purchase I.smndo dirocily Ihmit Unfavoratbilo Vory Short Vary Low No NeedPROCURE. single supplIer At his quoted plieo. 
s Low pueD, rnIall volume itoms 

Emcrgncy lois where negolia.
MENT lion not possible 

* Items from Inlornatlonol nonproft 
groups (e.g.. UNICEF, ECHO. IDA) 

Frornm: "MAaging Drug Supply" MSII 

PERCENTAGE RED)UC-TION IN DRU(; PRICES BARIBADOS D-IUG SFRVICE
 
DURING FIRST TENDERS CYCLE
 

The 3arbados Drug Scrvicc (Pi)S) i; a departnicn oftIhc DBarbados Ministry of IIcali h; it serves the pupula. 
go 	 lion of two hundrud and fifty thousand through both theprivnic and public scclors. All drugs for bot hsectors arc 

.hn'nclcd through BDS. initally DS funding came 
70' fron government rrvcumcs and a loan from thc Carib

bean DCvClopment Bank (CD1); 	Kiekr IFiundation 
60! 	 assisled with studies prior to 13DS start-up, and PA'IO

provided assistancc iii 	 tic devClopment of compuicr.50'16"' i/d information systems provided through a separate 

301 jflDS's --	 first invitation to Icitdcr was in 1980.mcontracts wcrc for a shortcr period The first
if time, but R'S

70 contr.s are now for a full ycir. The initial price
reduction was twenty.two pcrccnt. 

"Y Currently JIDS is tendering for one thousand and fifty
0 diffCrCat products. The total valic of drugs procuredBDS JCTC ECDS 	 during the 87-&q cycle was just under six million U.S. 

dollars; aplrruximatcly thirty percent of tlicsc ptrchasc:_ 

Page 2. 
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were forthe privalescclor. Apprnximalelytwolhundied 
suppliers are invited to participate in the restriclud 
tender. Both manufacturers repreuseunativcs and whole. 
salcrs based in Barbados are invited. in addition to 
othcr selection criteria, all suppliers must have a Barha-
dns-bascd agent, and tenders documents are di.trib-
uted to these agents. 

Aside from being arb'ados-hlscd, suppliers must sul'-
mit aforni to the Director of LIDS. Information on the 
firm's technical conipctcncc, qualily assurance proce. 
dures and standards. financial viability, and other rule-
vane scrccning information is solicited and considered 
before a new supplier is invited to teader. 

Quality assurancc in Barbados has improved through 
srceuing of suppliers, monitoring of supplier pcrl'orm-
ancc, enforcement of LIDS conlractsi and testinl, :t the 
(CaribieanRcgional Dnig'i'ctinig lboralmory (CRL'II.) 
illJamaica. Tesling is relatively liiiiited hceaue changt.% 

in products and/or suppliers are infrequent. 

lIDS does no warehousing or distribution cxcept For 
snmall crncrgcncieus, or as a result of carny-overs wheti 
minimum guarantees were not iiictby cxistiingdnmand. 
These activities arc the rcsponsibility of the lamid.ados, 
based suppliers who are ardpaid an addition thirty-two 
percent over LIF prices for these services. The thilty. 
two pcrcciit has risen front twenty-eight, and it is in. 
tended to recompens, suppliers for other sundry ad-
nilnistrativc costsrelated to thcscscrviccs. The average 
lead time between order and delivcy is three" ie seven 
days. 

BI)S guarantccs mininitm qtuntitiesi ,suppliers. This 
caused problems during the early yeats %vilh CXCL'r 

stocks, because accurate eslimiateswere 
difficult to make. Although the system 
is predicatble enough now to have lint. . 

son and an Assistant Director is the tDeputy Chairper
sn. The Committee makes reconimendatlions t) the 
Minister of Health who has never overruled their rcc. 
omnendutions. BDS publishes all lenders quotations 
and awards and disttibutcs these ducuments through. 
out the CARICOM region. 

lIS makes direct plymcnts to supplicis in Bharbados 
dollars, usually within two to four wecks of receipt of 
orders. 

RIDS is probably the stroogest drug service in the 
english-speaking Caribbean. It is also Ihe mut cxpcn. 
sive. Initially, BDS met with "considerile resistance" 
from bulth physicians and suppliers. Now I)S has an 
excellent relationship witl bith health professinnalk 
and suppliers. It is a WI 10 infom mation centre, provid. 
ing everything from lIDS formulary manuals, newslet. 
ters, and price lists to all CARItUOM Ministrier. of 
I Icahth, it k also a PAR 10 Tr ainmug(:cnlre, and has hess 

formal collaborating relationships with notinal hc'lth 
orgNni/ations beyond the Caribbean. At the same tinic 
per capita drug expenditures in Bara olds are compa
ratle to some developed cuntliics and probably the 
highest in the Caribbean. Total ms of Iheli S 
doubled during a recent three year period. This is the 
result of changes in the special bcncfits program ii ihc 
prival sector and, possibly the influence o1"a leaching 
hospital in a relativelysmaill nation. Ccrtainly ULS has 
IconiC a ccnirc for the exchange otprofessional infor
mation. Lennox l'rescod, Director of 111), isconfidrnt 
that the "openness" of IDS a. ;m org;pai-/tiotm and its 
ability to communicate with health ;irofessionals are 
key reasons for its succcss. Iesays, "Most health pro
fesionals in iarbados would say, 'Money spenl on the 
drug service is the best moncy we've ever sient."' 

Ct.OH-PI1OPAMIDE 250MG I 
...... . COST.PEn TAB 

tied such problcnv it isnt& clear whetlher 0.0164/1./ ' 
or not the guarantees have any impact 0.01 
on suppliers quotations since suppliers oo1a0.013 ."....,,. 
11111st now have confidelnce ill lIDS t,li-V 0.012 
m a0.1. 

Tenders invitations are li.ed by generic 
name only, although RIDS awards ap-
proximately seventy-five percent or its 
centracts for brand nime products, 

The tenders awards arc adjudicated by(Ihc Tender.i Committee, coniposed of 

physicians, pharmacists, and I3DS staff. 
The Director of I3DS is the Cihaie per. 
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PUBLIC TENDERING FOR PHARMACEUTICALS hi(ite ENGLISH-SPEAKING CARIBBE.AN 

LLNIE INSUUN SUSP. 100111 lnce,quality ussurnoc procedurs and 
. .OS.LEHL.. standards, financial viability and olhcrOS......... ] relevant screening information. Wilh a
 

few exceptions, there istiimportation of'o" ;;producs that are produced insidc Jamaica. 
S/,, ,,. ,. . Inlbially, known suppliers were included9/ " ["7,.7 and othcrswcre cncouragcltoparticipatc 

,, 1"!""'".1fI '"'~/,>t/ o increase coinpetition; in carlier cycles 
" / .1" // ' /7/ // i over one hundred Supplicrs wcrc invi ted.3,/./ 
 Supplicrs arc not guarantcd minimum

//f ,/,,M. / ,// quantities; they arc provided with cti. 

2 /'o 	 ,,o,,/, t<, 

iaos "JCIC ECLIS 	 statislic h~is been:cdeeliuing, anld JCTIC is 
nuiaking el'uv Isto reduce it fut ther. 

I '[ieThu.taff ofJCTlC mal~ke. rco ii da fir award ,,: ;liin .JAMAICA COMMIOI'IY TI'lLIN(;I'IIARAC.UTIcAL SECTION (;()N1PAN7, blut deci.shons arc lakcli by a nuilii.cli~cilplinary commitice oiaproiimaily n r1prne lenai c from boh thme 

The Jamailca Cmodily Tradig Coniiany (JLT.) pravaic anld public SCCIIIIis: e.g. Director o/' Pharnmacy,Serrie., Nionly.a rprenintriiv xfromnthe Mcdical 
Ltd. is oilscraied as a privatie conpanywith tc Govern- As.sociation, retail phlarnacics, thie ChainLhre uf Cornlnc0t of Jamaica owning (ne huiidrcd iecent of its nnrce, and the University Iiospital. This cunl7nCitte is 
shiares. i was cslablished with govcrincni funding, cliaircd hy tlic Nianagig Dircctor of J(.LTC'.s Pharnathe govcrnnmcn-aid is onc of the must prnfilahic If 	 .cuLical l)iviisoli,and J1 has olly ncvisit.'Jand 
ownucd corportions. JC''( is aible hi lp.y Ithe govern-ment dividends rgularly. 	 dioe.,not jurtivide public inlrit'iuualhn oln which suppliersr tclve:d at 	 Uilis, forncrawards wharlliricei,P'aul 

Managing i)ireetor J.l'C, bePieves of notthat it iThc Pharnaccutical Sctioi of JTraI'C rCovides for thiC Seuid ecNm0ic r ice lcausl th'e i (io cvidica 
he privatc scCaor 1orpublic Scetar and asgmn of whi that this will carme a (th ht:r rcdietuou of prices; in 

two paint two million pcopi living inJanica. It fact, i culdi encoUrage price iTl nII.. 
purchases ;ipprcixinit ly evcithe percitofi pri.n cltwm s 
vad isccor' ethcal drug e'dslnd ha.st ailiopilyn Lad hius fLir delivery of pr duits rin hJui y Itthai sgment of tihe sector. toourpayonilthe does, witnh ive 

tWs nhii. a ranc i forme 

we6s tal ovr anln oi(2ultcrs 
r tlewards oc durcs ilavsJ(,I'C dn~s notl waireholu.e or dis ribtite d~iup,., althoiugh cuiibciom J thtri haveand tie COfl. lliu'ii.,Lliuo. 


in;l hiiaccu il Sctliy (ifuiei ig ,1minor rtlhi 
 boun Ice(o1lu c t Ilii loevin.riiri calhvilute is 
ihl iese srlivities 

Its first restricted t invitationwas in 1980,aind, JCVC(. gives sulppliers paiyrm.l:nit options: eil~tr fllter olfender n credit or sihc draft with vriced *liloots iftilmena.li
averagc, prices wre reduced by from tweny to thirty cuble. J..'( getirally nuakes payment lor .ight drafts 
percento C'TCiscurrcnlyrurchasingbctwcn fivand throughelank thL of Janmica and foprliters of credit 
six million US. dolllars cufphairmueeuticails annually, through thea co~mmer'i.'l bankinlg systenm. AccsAtslgroximatcly fifty supplicis ic ho y diffteiit coin- Forcig, cxchangc has beca chri'ni 	 tot probl,a lthiugh
 
rie~s re invitedl t tnde~r on 'romn eightlto ninehuuldred it is %lesu a
dilrercnt products. 	 plrolhln L.urreintly. tihe iOnly two nlnlilnfllfure~r. aire .suppitr'sSelcCiiut 	 Inu pa ilacof lamient nItluiid and earnicu

inveld; lhese arcused for emergency urders. ih c harly htieime applicleh (Up to 181) days) was akey
tenders cycle ris for n monhs.cighte detrmnateaminadjudicaCin61wal wil flowl rd.s; n ithci li 

less fl,Inksu , it is leSS ilipin Itili.
JCI'CsclcctS-tplicrs onil of tchiral cletero.Ir 
 isis 
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DIURETICS & HYPOTENSIVE AGENTS 
COST OF ONE MONtH S SUPPLY . .
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DOS JCTC EGOS 

Sendrdfluuulde 5mg 0-7\ Metliyftopai 250mg V Alonolol iO0ng 

JC2TC assur.s quality inmuch the same ways as lIDS: lituvids %tler services with surpluses, e.g. scholarships 
screcning and moniloring supplicrs (including estab- and olhffr training support. 
lishing perform ance norms); cnlorcingJ(( ct'tracts; 
and testing at the CRDT in Jamaica as wv11 as tther Like olher slale-owned companies, JUI'C was initially 
labs. JCTC has rccntlysteppcd-up tcsting activities. seenasa thruat bythe privilesector, but such rsistance 

to change is laiguly behind the organization now. For-
MAone ofJ:amaica's nmomt prolialihlc guvelutmcii-owned ign1:xchange has liei a chronic i olfleni hut is a le.ss 
otmip;t .JicsXJCC purchases far more than pharniaccu- significani hurdlc now. JC(.C 'licntshave beet weak in 

licals. Vehiclcs and grains arc its largcs imports. This providing accurate estimates for tenders invitations, 
nieans the organization isfar more cnmplcx than RIDS and J(C has recently introduced trend analysis to 
or ECDS; italso has a much broader sphere of influ- alleviate this problent. J.TC has also been working 
once. Allhotgh the pharmiaceutical section sometimes unore clo.sely with lcallth Iprofe'.mionals fecclIly.'solicit
makes a small profit, it can also run an annal deficit ing feed-h'ack and i)rontoting the organization'.s smrf
that will be covered by the surpliUs (roni olher sections. ices. "We're htlnching a inarkcting prograin this year," 
The pharmaccutical section suplpiorts itself througi a says Mhaurccn (haham, Managing Direclor of the 
retail marginof four toeight percent on products. Ithrs l'harmaremuicnl Section. "Rlepresuntatives go out it 
the power to regulate retail priecs, and has subsidived visit irofessionals in their clinicalstitings and work with 
some drugs by increasing the margin on others. ('R'C irofessional Ussociatiots." 
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IASTERN CARilIIIAN DRU; SICKCi 

The Eastern Caribbcan Drug Service (ECDS) was 
establishcd in 1986 as an agency of he tOrganisation of 
Eastrn Caribbean Slates (OEV$(S). It providcs a 
restricted tendering and prcuriement system to a 
iplopulation of halt a million in the six parniclmp:ling 
countlit': Dominica, (reuada, Mntsvtat, Si. Ki s& 
Ncvis. St. Lucia, and St. Vincent and the (Grenadincs. 
The British Virgin Islands and Antigua arc cxpectcd to 
join in 1989. 

Through agrant to the OLUS, USAID provided funds 
under the Rcgional l'hamiaauuticals Maniemicolt I'jnectd 
(RI'MP) for equipmcnt, training, and technical as.sis-
lance (TA) through Management Sciences for I Icalih 
(MSI i), a B3oston-bascd non-profit. The start-up and 
operating costs of ECDS arc also fundcd through mid. 
1990 when the agcncy iscxpcectd Ibecomc financially 
self.sufficicnt. Thu mcchanismn for scll-financing is a 
fifteen pcrcent administrative fe added to the CIF 
prices paid by the particpating countries. During it's 
first contract cycle ECDS covered approximalcly suv-
only i)crccnt of its operaingcosts; this isIeing relained 
to crcalc afund balance for the period whcn no outside 
funding wili be available. 4 

No funding was provided for the; purchase of dru.,, 
Each country cstablished a specia:l account with the 

Lastcrn Caribbean Central Hank (IUCC:B) in St. Kitts, 
th; monctary ;ullrity for the ):aWurn Caribban dl
tar. Supplicrs receive paymintt in U.S. dollars or their 
national cuirncis within fotLy.two days of dclivery of 
shipments. Thir system rcduces banking costs, climi
naltes fin cign exdeaige probicns and guarantcc prompt 
payment I) suppliers. 

The .JCUScurreutly purchaases over nic and a half 
million U.S. dullars witIli of pharmaccuticals annually. 
It serves only Ihe public sector, through the MOI Is, and 
d&s no warehousing or dis4ribu(ion. Orders are shipped 
directly to (he Central Medical Stoic (CMS) in the 
country that omdcrcd lhcm. 

The first resuictcd tcndcr occutcd in 1987, and the 
overall price rcdLtaLolo (in the top twenty ive products 
was fifty.two perccr'. After paying the fiftccn perccnt 
administrative fcc to ECDS, participating governmcnts 
realized a price rcduction of rourty-four percent. The 
price reduction in individual countries ranged from 
sixtce to sixty-six percent. Inaddition to thc stiniula. 
lion of competition created by the restricted tendcr, 
these major price reduclions wei c po.sibtl ;r sevcral 
reasons. Firmi, the MOI Isnadca .ile .M)urce commit
mcnt to ICDS, greatly icrcasing hargaining powcr; 
suppliers officers had bcen unable to do competitive 
shopping in the past. 'Second, (tie ECU!] accounts 
guarantced prompt paymenl, and several countries 
had poor payment reputations with supplicrs. Third, 

70% 

DRUG MARKET BASKET PRICE REDUCTIONS 
(ON TOP 25 PRODUCTS IN6COUNTIES) 

n 60% 
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the FCDS sclectc.d quality p.cneric products from a 
rcsiriclcd rcgional formulay of csscntial drugs. 

The L:CDS invites approximately one hundred suppli-

crs in fiften diffcrcnt countries to tcnder on three 
hundred and twenty products. Contracts arc issued fur 
noncycarpcriod. Lcssthantcn pcrccntofthcsUiullicrs 
arc non-manufacturers, although through the first two 
cycles, they have bccn awarded more than tcn perccnt 

ofthe products. Quantities arc not guarantccd, and ten
during and award pricing information is not published 
outside the systmc. 'icndcrs are solicited with gcneric 
nanics and only about ten percent of products arc 
awarded as brand names. 

Adjudication and award of contracts is conductcd by a 

Tcndcrs Sub-committce composed of the Supplics 
Ofincurswho rcprcsent the particip;ting countrics, and 
the LCDS Managing Director and Assistant Director. 
LCDS staff havc no voting rights although their advicc 
can influence decision-making. The Chairperson is 
rotated annually, alphahctically through country rcprc. 
sentativcs, which hclps to maintain a balancc of power 
and influence on the Sulb-cosmittcc. Wit Itransploa. 
tion dilricultics inthesmall islands, supiliur lead tintcs 
range from two t4 thrce months; Icad timu can b an 
important decision-criloria duriog adjudication. 

Supplicr selection and quality assurance at ECDS is 

similar to BDS and JCTC- scrcqning and monitoring of 

supplicrs (estahishmcnt of performance norms is in a 

nascent stage); enforcement of ECI)S contlacts; and 
testing at thc CRDTL in Jamaica as well as other labs. 
ike J.TC, ECDS has reccntly stcpped-up lesting 

activities. Supplier cxpericnce in the OECS subrcgioa, 
particularly tle personal experiences oflthc six supplies 
officcrs, is also altnliporlant critcria for supplicr moc.c-

lion. ECDS solicits feedback on supplicr purfo- ,,vic 
and quality assurance through fructuctt rcgiona' mcet
ings, sitc visits, and forms de.sigcd to caliurc :clcvant 
information, 

Pcrhaps I-CDS's most salient countrihution is I iatit is a 
model of functiona Icooperatiom in h .e s-tcgion 

that provides clearly measurable oconomic L'inefits to 
the participating countries. "if wc caun shr vith each 
uxampIc, such as this project, that the nicsltd of coor-
dinalion vin k.," says Dr.Vasit:;in lxvis, i)iruoew (;clral 
of(OECS, "it givcs lusl greater confide ncc.,'siproceed in 
this manncrfor the bcncfiLt o the pcoile of the rcginn." 

Liku JCTC, procurement platning; %,tkncsscs in the 
ECDS client countries have been a system wcakness: 
estimates can bc inaccurat and ordes;,arc often iorly 

timcd so that cmergcncies ordcrs' arc routine. ECDS 
has provided cunpulcrs and training to all of the CMSs 
to try to strengthen their inventory manaigement and 
procurcment planning. 'The low volume of druprs pur
chascd in thc sulb-region has mcant that ECDS.s finan. 
cialviability, hasudo, th fiftcen percent administ:ative 
fec, has bcen considered inuous; howcver, 'ithAn

tigua and thc British Virgin lslands joininr ,he alliance, 
financial sulf-suficiency .shouldhe attaina'c. 

Like BDS, E.DS has also wo:k (d to c: u-tc profs
sional networks. The Ministers or I e;it i,assistcd by 
their Pcrnianent Secretaries, sit on the "silicy Board of 

the ECD.; senior plysic im, frcqucntly t'w(:hid Mcdical 

Officcrs (CMC)), sit on thc Formulary and Thcrapcu
tics Sub-eutinnittec which has rccu-t.y publishcd the 
first F&tT reference manual fir the OES grouping. 

Thc .'uppEes Officers sit togeth',: for at Icast two 
ualisL'tiss . Regitmial Irainihlg j1UraunS and country

level ,'..kshops arc frequent. "We at LCDS," says 
Sherita Gregire, Managisg l)'r';ctor, "have given the 
proksionals in the OLCS countries an opportunity to 

ta.k wilh onc another." 

oI.ESSUNS TO i'ON)E'R 

lBDS, J(JC and EMCDS h;ave proven that sutch agencics 

can make significant cnntributions to regional health 

care sy.stems. Thcir success ilu.stratcs important Its. 

sons and taiscs several iluestioLs. 

In all three cases, t'i e has beca the political will to 
creatc, support, ani enipower the agencies. Without 
this slpport, nonti f these agcncius would have been 

able to contend w-th the initial resistance to change 
encountered fioI bult hcalth cate profCssioals and 

privatc seclor sijlpliers. 

Thesc aeuncies *avc shown Ihlt financial commit ment 
must accompany the political will. 'the guarantec of 

prompt payr, r.nt it)supplics is a, njor contributing 
faclor to unit lItice reduclions. Allhough poor past 
.sholiping habits may also hie a contrihutisng fitctor, it is 
no coincidence Ilal thu OECS countries that cxpcri
cncct| the lagest price reducLtios were also the coun
triv. wili thewcakest history for prompt payment tnlht 
s:upplieis who se velt] hcm. 

The price comparisons shown hicre for the thrce agcn
ties should make us ask: how important is "' -k" pro. 

curument? Price comparisons sius,,est that increased 
bargaining powcr and the supplier/brand sclection 
contributcs more to price reduction tIhan "bulk" pur

- t'auc 7
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chasc. Tc OECS countries-have the lowest vulume of 
demand, and their periodic ordering pattct ws have not 
bven adjusted to bulk annual or scnii.innutl purchascs,
allhough this could be an additional bcnefit to fhem. 
i'lhcy purchase a higher pcrccntage of generics than tli 
other agencies. 

it isuscful to considcr other contrasting procuruncnh
stratcgics selected by the three agencies. UDS gives
mininum guarantcc. and publishes competitive pric-
tag information throughout the CARICOM region.
The pricing information should be useful to ollicr 
CARICOM countrieswho havecuntinucd to use ncgo
tiatcd procurcmcnt as apurchasing method. However, 
it isnot clear that minimum guarantees or the publica-
tion of competitive pricing data has hclpcd BDS to 
reduce its o-.m purchase prices. B;rbados.hased sup. 
pliers may rccogni.c when they have achieved an infer-
real sole source based on regular rcpcat awards for 
spccilic producls. Barbados-kbascd su)plicrs also cftcn 
provide financial support fur confinuing education to 
health profe.ionals through BIDS. 

ireascdlmrgainingpnwercrcl.,iisnrclhat pricere-
duetions. 'rho sclecion and mnonioring of supplicrs is 
the best preventive medicine for quality assurance. 

Through contract cliforccincn and de.listing ofsuppli. 
crs, thesc agnedus can completely chokc off a major 
mai kt for a supplier who has not provided quality
products under agreed upon conditions to tlie agcncics'
cliants. 

These aguncius have masidates and formal or informal 
influence that allow them it) Ieter serve the public.
BitS hasinfluence overboth public and private suctors; 
it attcmpts to influence prcscibing pattcrns, and retail 
pricing can econtrolled. JC"C can use retail pricing 
to serve public health goals. 

inally, thse Ihrce agencies arc models that have 
proven their value in aCaribbcan setting. Any similar 
initiativcs should look to ihem for guidane. The 
procurcmcnt .tratcgics thcy have chosen should bc 
examined closely by health carc prof'.,siunals and oth
crs working in the region. The mistakus made, the 
problems cncouncrud, and the achiuvemnents attaincd 
all cuntain ]msouns that wc should learn from and build 
upon. d 

"ummary iabls cnmparitig aslpccs of tendering and 
procurement at I11)S, J.FC and ECDS apl..ar on tlie 
following pages. &0, 
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QUES 10.4 MDS JcTC 

FIRST YEA'R TEN[CERS WERE 1.,W7TD 19._I.0 I -o 

PRICE REDUCTION ICiIIEVED FIRST 22f, ~20-30 
YEAR 

* POPULAT:3N SE.ICED BY AGEINCY 250.000 2.200,000 

ANNUAL VALUE OF DRUGS PRO- ~ OJ $5.00DNG015CO.000 - .r..D 
CD CUPED (US$) 

' .~ HAT IS!.N--1TTIc.AL .FFIU- DEPME. T OF BAPRBADS MOH PPIVATE CORPORIATION; JAMAICA 
.ATION/ ?OP2~? COVER. MENT OWNS 10"% OF 

SMA.IES 

WAS OUTSzDE ASSISTANCE AVA]L- U.XrED AM.UNT. LOAN FP.O01)l& NOKE 
..BIE? L ; FAT FORM. POM WHAT -AFROM PAE3.2N:Y? 


o HOW -ARE INSTIThMONAL GPER'T]., BARBADOS GO,RN.ME. BUDSET SELF-FINANCING: PAYS GOVEP,%-
. COSTS FU.DED? LLOCATION. MENT DIVIDENDS 

o DOEs AGF."CY SERVE T- PRIVATE YES. COMPLETELY YES. TO .ALIMITED EXTnT 

SECTOR? 

DOES AGENCY WAREIOJSE DRUGS? NO. PAY SUPPUERS 32% %t,RGINTO NO 
DISTRIBUTE DRUGS? PROVIDE SERVICES 

HG'K MANY r;!FFRENT DFUC PPOD- I.0 800 - 900 

UCs ARE AP0URED?.!.,.V, .q:F"E~s.'-.E? v [H:"# I>::."E u-qo
-3 A.i .nrok-"!:' , /

".0t 

ECDS 

1957 

52% 

500.O5 

W00 

ACENCY OF CECS 

".PLE AtNT CA.T FP, s-AIDUS.A 
CO ].iRNGALL COSTS EXCEPTP iG
 

NOW MA]. -EXPECTED 70 BE SZEF-
SUFFICIENT BY E.RI.Y 1:90S 

NO 

NO. DRUGS ,HIPPED DIRECTLY TO 
P.RTICIPATING COUNTRIES 
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QUEMTION 

co
 

HOW ARE SUPPUPSS L rCTEDFOR 
iI"N\"AT;ONS? 

ARE SUPFUERS OTHER THAN 
YANIFACTURERS INCLUDED? 
iHOW lkY DIFFERENT COUNT'R:Es 

o "RE MAILED J\WJT.TIONS? 
A3ARE TEND:R INVITATJONS BY 
GENERIC NAE ONLY? 

Al ARE V'.MTS GUARANTEED TOSUPPUFJS? 

IZHO ADJUDCATES THE :',WARD OF
CONTRA4CJS 
WHT--D,' A 

; 0 1ikT ?EEc ,TrA OF THE SELE.--
m PIONS ARE BRA.ND NAMES? 

WILAT ARE AVTRAGE LEAD TIMES 
FROM ORDER TO DELIVERY? 

U' HOW ISPAYMENT FACILITATED? BYWHtO.Ml) RNWHA-T CIURRENCY? 

V3AT ISTHiE PA-4,YVENT LEAD 7PVE. 

PYYEIP 

BDS 

TECHNICAL COMrF .TE 'NCE.QUL.A T 

,ASSUPtNCE. PERFOR. CE' FI.NA.N-
"AL \"J.BI;Y &MUST BE B;.BA-
D O S-B S E D 


YES 

1 

Y.S 


YES 


TENDERS CO.!.1..rEE (DOCTOR. -

PH4ARMACISTS &BDS STAFF) 
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3-7 DAYS 
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JCTC 
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ASUP\CE. PEFOR!MANCE, Fl..N-
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YES 

NO 


JCTC 'DVICES: IN;TERDISCi.PLINARY 
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(S"ION IEDS JCTC { ECDS 

3~ISC'CAUTY MFSURED" SUPI2R SELEC2CN AND ~tO-
TOPING;. CONTRACT ENFUCE.iENT. & 
CPDTL 

SUPLJER SELECTION AN.) MCNJ-
T.RING. CONI:T ENFORC 
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PPOBLEMS ITH UARANTEFES; 
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ANNEX
NO2TE OFEXPLANATION ON IICL COMiI,1'A ONS 

Information for this compariston was obtaincd from scveral sourccs: 

Barbados Nalinnal Drug Formulary 88/89 
I-CDS'S ContracA Adjudk'ation Document 88/89

Convcrsalions with the Edircctor of thc 
 'harmaceuticaJ Dcpaimena (f J'C 

Scvcn drugt covering threc common areas of thcrapy (anhi-diabcic, antiohypcrtcnsvc and anti-bacterial) arcincluded. 

1. WEIGHTED AVERAGEO havc been u.cd to calculate purchase pricc&, in thc case of split suppliers oroptional air/sca prices. An examplc of ihis is dcmonMsratcd whcre JC'I'C imports LEN''E INSULIN from twodiffcrcnt suppliers .n ratios or 60% and 4(r%. The same applies it? ECDS's importation of AMPICILLIN
CAPSULES, 50% by sea and 50% by air. 

2. UNIT PRICE CALCULATIONS AND CURIRLNCY CONVERSIUNS: UDS's pric. ,quoted in thcirl'ormulary Manual in 1IDSS, arc dividcd by 2 ioconvert to US$; Lhen multiplicd by the no. of unils per course oftherapy or pCr nmonh. liolh JCTC's and E.DS's priccs are derivcd by dividing pack price by pack sizc thenmultiplying by the number of units per month or coursc of (hcrapy where indicatcd. Ampicillin capsulcs andinj:ui04 aianufaclurcd locally in Jiniaica werc convcrici to USS at a rate of J$5.5 - US$1. 

3. PACKSIZES can creatc price variations. As an cxtremc cxamplc,JCC purchases atenolol in blistcr packs
of 28, and ECDS purchascs in pack sizCs of .R(X. 

4. BDS drm..,n .tock ampicillin capsules, but uses AMOXICILUIN instcad. The dosage for this drug is3tulm/day comparcd (o4tabs/day for ampicillin. In ordcr to cquatc tli. wc multiplicd ampicillin capsules by 4 adayx 7 days and amoxicillin was multiplied by 3aday x 7days. 

A CRONYMS 

lIDS llarhndo Drug Service 
CARICOM (arilbean Cummuiily
CII Cariblbean Dcvch)prnun flank 
ClIi Cost, Insurance and lrcighl
CM() (:hif M:dical Officcr 
CMS Ccntral Medical Storc,
CRDITL Caribbean Rcglonal Drug Tcsting Laboratoy 
.CCIU Eastern Cari:)hcan Ccnlral Bank 

ECDS Eastcrn Caribbcan Drug Scrvicc 
F & T Formulary and Thcrapeuufic 
J(7rC Jamaica Commodity Trading Company Limitcd 
MOlI Minislry of licahh 
MSI Management Scicnccs for Ilealh
PAl 1O Ilan Anicrican IIcalth Organixj4ion
PMS l'rusliylurian Mcdical Services 
RI'MI' Regional i'lharmacculicals Managcmcn Project
USAID United States Agency for Ingernalionnl Dcvclpmcnt
W1 IO World Iicalth Organization 
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