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GLOBBARY

NOTE: The words pharmaceuticals and drugs are used inter-—
changeably throughout this report.

AID Agency for International Development

8DS Barbados Drug Service

CARICOM Caribbean Community

CAST College of Arts, Science, and Technelogy

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 Managem2nt Sciences for Health

NFPB National Family Planning Board

0OECS Organisation of Eastern Ca:-ibbean States

OHNP Office of Health, Nutrition & Population

oTC Over the counter d{(drugs)

PAHO Pan American Health Organization

PC Primary Care )

PHC Primary Health Care

PIOJ Planning Institute of Jamaica

PSOJ Private Sector Organization of Jamaica

8TD Sexually Transmitted Diseases

USAID United States Agency for International
Development

Ul University of the West Indies

VEN Vital, Essential, Necessary

CURRENCY: All figures are presented 1in Jamaican dollars,
unless otherwise noted. Figures related to the current fiscal
year (89-90) are converted at a rate of $6.5J=%1US, 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 vatued at
$2.7EC=$1US and Barbados dollars are converted at $2B=$1US;
since most comparative figures for these countries are for the
most recent period, they have been converted to Jamaican
dollars at the 6.5 rate.

POPULATION: UWhere 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 UECS region.
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SCOPE OF WORK

Following 1is the scope 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 assess the
current system of drug procurement and distribution for the
Jamaican Public Sector, and to make recommendations for sys—
tematic improvements.

Specifically the consultant team will:

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

B. Determine the feasibility of Jamaica replicating aspects of
models provided by other drug service agencies in the English-
speaking Caribbean, particularl: the Barbados Drug Service
¢(BDS)> and the Eastern Caribbean Drug Service (ECDS).

C. UWhere 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 achijieve greater cost-effectiveness in the
selection, procurement, warehousing, distribution, and utili-
zation of pharmaceuticals in Jamaica.
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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
perfaormance 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 (Jdivided
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 (MOHD through
Island Medical Stores (IMS>. Although we will briefly de-
scribe and contrast the University Hospital and NFPB systems,
our focus is 2n the MOH/IMS system where most of the money is
spent and most uof 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 (BDSY> and the Eastern Caribbean Drug Service
(ECDS>. One team member was primarily responsible for the
astablishment 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 (MOHY> in seven of
the member countries of the Organisation of Eastern Caribbean
States C(0OECSD.

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. [n some cases the comparisons are designed to illustrate
situational Jifferences that make replication onf effective
elements of another system intfeasible here in Jamaica. [n

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 seemed
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 semi-
autonomous agency of the MOH in Haiti, providing essential



drugs to the public and non—-profit sectors, is awuailablsa
through USAID/Jamaica, . .. v r e e e

However there are some major differerces between the Jamaican
situation and the systems in Barbados and the 0OECS 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 1.)

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 also provides a Special BSencfits 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 :lement 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 SBS, as it was
Aariginally intended to operate in Barbados, might be consid-
ered for Jamaica in the future, but the recommendations made
below are higher priorities.

FIGURE 3

PER CAPITAL DRUG EXPENDITURE

THROUGH MINISTRIES OF HEALTH
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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 funding
for the MOH's annual recurrent costs in drug supply. Mational
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:

1. The major increase in the drug budget over the past
fiscal year (i.e. from $38,000,0004 to $56,000,000J)> indicates
significant political will to improve the service level pPro-
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 low per capita
budget for public sector drug supply (i.e. $20J per capita)d
compared with averages in Barbados and the 0NECS ~ountries,.

Jamaica's current per capita level of expenditure has been
shown +to be adequate for the provision of essential drugs in
some nf the best-managed MUOH systems in the English-speaking
Caribbean.

3. lUser 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 oapt 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 levei. 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 cos.ing systems at IMS. Dominica in

the O0OECS region has found that this type of system can in-
crease efficiency significantly.

5. The full course-of-therapy or unit costs of drugs provid-
ed tLthrough fthe MOH 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 ree
pricing for the private sector. The pricing policy for pri-
vate sector pharmaceuticals is an 8% mark-up for generics and
4% for brand names. This supports neither public health
policies nor pufplic 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 iIn 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 Lo 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. [t appears that fringe benefits (e.g.
rligibility For leave days) are probably costing the MOH 3
signitficant amount <when the real cost of a working day LS
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 Ffuture
policy options to reduce the human resource problems in the
G'J civil service.

[
r
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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. The key manag-
er in the public sector pharmaceutical system, the Director of
Pharmaceutical Services (DPS), appears to have more responsi-
bilities than any one person could be expected ¢to tulfill,
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.

10. In 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 s designated set of activities to the private
sector. A candidate Ffor such consideration would be the
Island Medical Stores (IMS) operations at both locations.
IMS has overall responsibility for the purchase planning,
tnventory management, and distribution of commodities that
represent 12X of the MOH budget for this Fiscal vear. In
addition to these MOH budget funds, the IMS will be responsi-
ble Ffor management of drugs purchased with World Bank loan
funds during the next few years.

11. 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 60%. Considera-
tion should be given to: a) upgrading pharmacists' pay catego-—
ries <(see 9 abovel, b) joint public-private employvment of o
pharmacist in a relevant community location, c) contracting
out pharmacy services to the private sector in appropriate
tacilities/locations, d) requiring newly-registered pharmacist
to practice at Ileast one yvear in the government system <(beyvond
internship’,; and, e? renewing the training program for pharma-
vy 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 is 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, specific to government supplies, re—
qUIras renpewed attention, .ubsequent publication in & r~onven-

i2nt-to-use Format, and broad distribution to prescribers .ind
other providers in the fOH system. Both 8DS and ECDS publish
formularies 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.

l4. There is an unnecessary number of organizations playing a
role in the public sector pharmaceutical system. The number
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of institutions inveolved 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 anag reduce 1its
effectiveness. The number of institutions 1involved also
increases the number of individuals involved in +ecision-
making, or operation tasks. Committees do not function well.
There is frequently a lack of consensus and, theretore, ac-—
tion, which further de—-motivates staff members Ffrom putting

energy into constructive changes.

The GOJ/MOH should consider rationalizing the public sector
pharmaceutical system by eliminating one or more Iinstitutions
Cor Jdepartments and offices) from the existing arrangement.
Although r~ach institution is making some marginal contribu-
tion, the same contributions could be better made by a lesser
number nf 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 supply
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 currentlyv 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 zuppliers and manufac-
turers and the foreign suppliers. Since local suppliers and
manutracturers may warrant pretrerential treatment nver foreign
suppliers, the GOJ-MOH should s#ither appoint a special hody
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 FfFor [I2
rather then 18 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 vears, suppliers are apt to quote higher for a Longer
Pperiod of time given the down-side risk in the internatiocnal
monectary market. [f the perind ot time i3 reduced the poten-
tial risk will be reduced for beth sides, JCTC and its suppli-
ers. Also, a 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 vyear contracts are

generally the traditional approach in this type of pharmaceu-
tical tendering-contracting, and both BDS and ECDS use nne
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 BDS. 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 pacitaging, shorter lead times, and payment
options offered by suppliers.

18. The GOJ should analyze costs associated with delays in
customs cleorance, especially costs such as storage and demur-—
rage that are directly related to customs processing delays.
If this analysis shows that 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
foreign purchases, although JCTC has taken over virtually all
of the role it previously played in such procurements, except
for 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 fees
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 tha' support purchasing decisions (i.e. what to
buy, when, in what quantities, and Ffrom what source of
supply). These systems should track gquantities and values of
specific inventories on hand, quantities and values of ship-—
ments to facilities in the MOH system, quantities of back
nrders requested by the facilities, and gquantities 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 Orugs and Medical Supplies has also been
in wvarious stages of development for at least two years, but
it has not yet been officially released. Computer systems
have only been partially developed. Data cannot be processed
or printed out at IMS, and the Central Data Processing Unit
(CNDPU) takes several months to return reports to IMS.

Much of the effort to improve pPlanning and management methods
3t IMS has come through assistance from the Health Management
Improvement Project C(HMIP), and an MIS expert is available
through that project to assist with the rcomputerization of
ms. This activity should move forward immediate |78 and be
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l. 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 <(G0J)Y is
unable to provide an adequate public health system. The
pharmaceutical supply system is certainly no exception to
this, and, since the absence of adequate supplies of drugs in
the Ministry of Health (MOHY 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: tfall-—-
ing GDP, rising population, high lev=ls 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 20X; staffing levels also increased significantly.
Naturally this ecreated substantial demands for recurrent
financing when the G0J was least able to meet those demands,
and the GOJ 1s 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 G0OJ is operat-
ing, the MOH, aulong with other ministries, is unable to pay
salaries that are sufficient to recruit and retain most class-
2s of health care professionals, or to provide performance
incentives for those who do stay in the government system.
Pharmacists are ocurrently experiencing a wvacancy rate of
approximately B0% in the MOH system. The human resource con-—-
straint is pervasive throughout government systems.

Theretore, 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,



and ita drug supply system, are complications resulting from
these two underlying constraints.

The MOH primary care (PCD system of approximately 375 Primary
Health Centers C(PHC) is organized and administered geographi-
cally according +to Jamaica's 1% parishes, with ecach parish
being divided into health districts. (See Exhibit 1I1.) The
PHCs are classified as Type I, 11, I1II, IV, or V depending on
their staffing and coverage. (See Table 1.>) Most type I or
II PHCs report administratively to a Type III PHC that is the

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 IV and VU, and they also link directly with IMS. Al-
though the intention is for IMS 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 IMS by
khe 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 1in 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 1is 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
sometimes come to IMS 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 especially those from the lower socio-
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
vears. 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 serv-~
ice level of 20% to the MOH system.) MOH pharmacists can
practice part-time as pharmacists in the private 3zector 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 c¢linics 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 Location/
Center/ Immediate
Hospital Catchment
Level Number Level of Personnel Area Services Provided
Type I 203 Midwife, 2 CHW® 4,000-5,000 MCH home visits
population
Type II 89 Public health nurse, 10,000-12,000 Curative, pre-
public health population ventive and
inspector; RN, MD promotive
and dentist visit
Type III 78b MD, nurse practitioner Parish center Curative and pre-
& dentist (who also ventive at more
serve Type II centers) sophisticated
level
Type IV b Combination of Type Parish center Curative and pre-
III center and the ventive at more
parish office sophisticated
level
Type V 2 MD, some specialists, Undefined Specialty out-
nursing care, dentist patient care & PHC
Type C 11 Basic, district Parish center Inpatient and out-
Hospital hospital with x-ray patient care in
& lab. Surgeon for medicine & MCH
emergency; 2-3 MDs
Type B 4 MD specialists Urban centers Inpatient and out-
Hospitals patient, specialist
service at least
in surgery, inter-
nal medicine,
OB/GYN & pediatrics
Type A 5¢ MD specialists Kingston, Full range of
Hospitals Montego Bay secondary and
tertiary care
Other 4d MD specialists Kingston Chronic or
Hospitals specialized care
Source: PHC Unit, MOH, 1986.
a. CHW = community health workers.
b. Includes Type III and IV together.
c. Includes University of the West Indies Hospital.
d. Maternity, Children’s, Psychiatric, and Chest hospitals.
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II. [NSTITUTIONAL ROLES IM THE SYSTEM

Exhibit II 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
separalte 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 s5system 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 Jamaica Trading Commadity Company ¢(JCTC):

The Jamaica Commodity Trading Corporation (JCTC) is operated
as a private company with the GOJ owning 100X of its shares.
The Pharmaceutical Section of JCTC provides for all MOH tfor-
eign purchases and about 17% 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 L8 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 +he MOH.
JCTC does not warehouse or distribute drugs.

JCTC «charges an 8% fee for 1its pharmaceuticals division's
services to the MOH. For the private sector, JCTC charges an
8% fee tor generics and 4% for brand names. (This private
sector free policy is discussed further in the final section of
this report.) No fees are rcharged in =either sector for insu-—
Lin. fhese ftees generally allow the pharmaceutical Wdivision
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
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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
rganization of Jamaica (PS0J) 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 service 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
NDivision'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 for an organiza-
tion to attract, JUCTC 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 spuke didn't realize
that they were manufacturers. Real competition among local
suppliers and manufacturers is considered minimal: approxi-
mately 70Z of all local MOH purchases are estimated +to come
from the one local supplier who is also the most sophisticated
manutacturer 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 (MOF) Supply Division:

Under Financial Administration and Audit Law 34 of 1959, 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 =tock checks and periodic spot checks of all
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 1
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),
demurrage charge ($17US/day for over 7 days), and the cost of
staff time spent completing customs entries and tfonllowing wup
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 40X according to managers.

The Supply Division, like IMS, is in the process of computer-
izing 1its 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 26X 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 estimate
that roughly 30X 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 lucal purchases. In
addition, it charges 5% of actual transportation costs. These
fees are paid by check fraoam the MOH Finance Department to the
MOF Supply Division when an order is placed. Although all

fees go back to the GOJ consolidated fund, the Supply Divi-
3ion's budget has always been based on anticipated fee reve-
nues and it always covers its actual costs through tee reve-—
nues. Clearly, since 26X of the wvalue 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 budge+
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 a check to pay for
the order. Although there is disagreement about how long this
pProcess can actually take, the best estimate is that it is 2-93
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 C(IMS):

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 wmultiple
problems in its current operations. Its role in the supply
‘" system is described and analyzed in Sections IV and U.

The IMS distributes directly to the 22 hospitals, 6 prisons, ¢
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 (NFPB):

The NFPB's procurement system is more stream—lined than that
of the IMS/MOH. It receives significant 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 telt to be operating effectively.



I/niversity Hospital:

University Hospital, like the MOH zystem, has problems related

to financial and human resource constraints as well as tke
controlled management of the drug stocks it maintains. Howeu-
ear, its procurement system, lilke that of the NFPB, is more

stream—lined than the IMS/MOH system. Also, the University
Hospital has no external distribution network, like the HNFPS8
and IMS/MOH.

The MOH/IMS System:

There are an unnecessary number of organizations playing a
role in the public sector pharmaceutical system as it relates

to the MOH/IMS. [he number of institutions involved -— and
theretfore individuals -- complicates decision-making, slows
down procedures and processing time, cresates duplication of
wark, unnecessary red tape, and communication problems -- all
ot which create addition costs to the system and reduce its
etfectiveness. {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) 8% of the direct costs of
drugs that flow through it. The MOF Supplies Division charges
a tfee of 5% for JCTC drug purchases and 2.5% of local drug

purchases; their budget is developed to match expected fees.
IMS's operating budget is 3.3% 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 the operating costs of BDS are ~19% of total drug
costs, and those of ECDS are 15%. These two organizations
provide services similar to JCTC in combination with some of
the activities of *the otffice of Pharmaceutical Serwvices, such
as formulary process support. BDS pays suppliers 32% over the
CIF cost of drugs to provide services similar to those provid-
ed by MOF Sui-ply Division and IMS, i.e. customs clearance,
warehousing, and distribution.
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[IXI.SELECTION - DRUG REGISTRATION & THE FORMULARY PROCESS

Registration of pharmaceuticals acceptable to the 60J 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 Essential Drugs Management and Services
Programs emphasize rthe 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, ezxpert committee that meets regularly and frequent-
ly, and consults non-committee persons of recognized expertise
to select 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
Jesignated 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. fi closed formulary is also the
"shopping list" for those responsible for procurement in a
public sector supply system. Both BDS and ECDS have closed
formularies.

The rfoarmulary manual can take several forms, hoth in the
intormation 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 wuse by level-of-care, including
cost information to inform the prescribers choice ot products.
[t can be a large, heavy compilation, or a handy pocket-sized
book %o be carried with the practitioner. Both BDS and ECDS
pProduce, annually, formulary manuals that are extensive compi-
lations of prescribing information published in a book small
enough t©o fit into a shirt-jack pocket. {Example pages from
the CDS &egional Formulay and Therapeutics Manuai are shown
in Exhibit [V.)

Jamaica's rormulary activities differ significantly rrom those
ot OGDS and ECDS.

Jamaica's latest edition of the Jamaica MNational Formula ,
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

vears. Currently the 1980 Edition, published in 1982, is
still available. This Formulary does not relate to the G0J
public sector health care program but, that, 2ndeavors to

hrietly describe the multitudinous drugs and tormulations
thereof fto 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 fhose of the British National Formu-
lary <BMF>, 13 x 21.5 cm..

For public sector doctors and supplies personnel, a VEN List
(i.e. VYital-Essential-Necessary classifications) af essential
drugs was compiled in therapeutic rategories and computer-
printed in July, 1986. However, it has not yvet been widely
disseminated throughout the MOH zystem, and it appears that
[MS dnes not necessarily adhere to it when purchasing. Howev-
er, it zuccesstully reduced the previous unwieldy and expen—
sive tlist of over 2000 items down to 52 drug preparations:
P19 listed asz Yital, 158 as U'szsential, 147 Mecessaryw, plus (01
required bulik galenicals and 99 non-drug items 12 .-ray; e
medical sundry)., While the need to officiolly update the UEN
list is acknowledged, there are 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 Summary.)



EXHIBIT IV
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[U. 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 1is similar to that of played by BDS in the Barbados and
ECDS in the UECS region. All three agencies use a restricted
tendering system. See Exhibit VU, lower portion. A report
comparing the three agencies public tendering systems in more
Jetail is attached here as the Anvex.

Based on estimates of demand developed by the relative public
and private sector institutions, JCTC invites approximately
150 foreign suppliers to tender prices on B800-900 different
dJosage 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 oanly
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.>

lhe staff of JCTC makes recommendations for awards, but deci-
3ions 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 ot the aAuthority
during the adjudication process. However JCTC's is more
similar to BDS's than ECDS's in that there is no private
sector 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 50X of its awards are made to branded products. BDS
awards 75X to branded products, while ECDS awards only ~25%.

Lo
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A small sample of drugs that are high demand items in the Eng-
lish-speaking Caribbean was used to compare prices obtained by
BDS, £CDS, and JCTC in a paper presented in Trinidad last
year. This sample was too small to draw even tentative con-
clusions, 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 were generally lower than either BDS's or JCTC's, even
though the 1low volume and high transportation costs in the
small OECS 1islands 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 pavment 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 JUCTC decision—-making criteria which
does not come into play for the other two agencies. [t may be
useful to note here that the guarantee of prompt pavment was
considered 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 usuclly 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 usetul for JCTC
or the MOH to conduct a comprechensive comparison.

JCTC assures quality in much the same ways as BDS and ECDS:
screening and monitoring suppliers (including establishing
performance norma>, enforcing JCTC contracts;, and testing at
the CRDTL.

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 share of its
public sector market than either of the other two agencies do
in theirs. BDS has a 1002 share of the Barbados public sec—-
tor. ECDS has "85%Z 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
nr  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 60J 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. 0One local manufacturer (i.e. Federat-
ed and its name affiliates), who according to all sources
receives approximately 70X 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.

Theretfore, (decisions about whom to order «hat from locally are
made at the IMS level. In making its selections, IMS uses
pPrice 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 MOH .JCTCs/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%Z-70% of the drugs for the MOH were
purchased through JCTC, and 30%-40% were purchased through
local distributors and manufacturers. However, the expendi-
ture data that we received from IMS indicated that the split
was closer to 50%:50% with local suppliers receiving a slight-
ly larger share of the MOH market during the past three years.
Figure 2 and Table 2 illustrate the trends captured bv the IMS
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 87-88,
$7,921,255J of orders were placed for the MOH, and $6,478,734J
were received. In 88-89, $10,388,596J of orders were placed,
and $9,6589,448J 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 discrepancy be-
tween orders placed and received each year for JCTC's own
figures. However IMS figures are con=istently higher which
mav suggest a major weakness in the accounting system, or that
some 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
adds another thee months. See Exhibit VUI.

TABLE 2
ISLAND MEDICAL STORES - SUMMARY OF DRUG PURCHASES
FISCAL FOREIGN LocAaL TOTAL
YEAR DRUGS BRUGS

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
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EXHIBIT VI- DRUG ORDER LEAD TIMES
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IS PROCESSED
THROUGH GOVERN-
MENT SYSTEM)
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WHEN PRICE
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. PROCUREMENT PLANNING, WAREHOUSING & DISTRIBUTIOM

Procurement planning (or purshasing), warehousing, and distri-
bution are perhaps the weakest elements of fhe public sector
pharmaceutical system. The frequent stock—-outs and shortages
that were cited in reports five years ago have continued +o
plague the system. During 1986, IMS provided a service level
of 20%Z according to the current government 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 CIMIPD has
invested much effort.

EXHIBIT VII
THE MINISTRY OF HEALTH
DRUG DISTRIBUTION SYSTEM

ISLAND
MEDICAL

STORES

REGIONAL

HOSPITALS

(722)
PRISONS (6)
INFIRMARIES [4)

& OTHER
MI NISTRIE%

PHC
CENTER
TYPE I, II & III
=345




iJnder the {{MIP an advisor was provided to [MS for approximate-
{y '3 months,; the same advisor had previously been working
with ftMS as a UNDP Consultant. Plans ftor systems and proce-
iturecs were developed. recommended {'or implementation, and, in
some cases, partially i1mplemented.

IMS warehousing was totally re-organized, with stocks arranged

Dy therapeutic categories. IMS has two warehouses. The
Marcus Garvey location is the administrative headquarters, and
all drugs are stored in this warehouse. The B8ell Road facili-
by is 11sed Lo store the overtflow of bulk medical supplies.

Air conditioning was installed at IMS under the HMIP; however,
the air conditioners are not currently working, apparently
hecause of poor maintenance and servicing.

l_.eakage from the supply system through pilferage was identi-

Fied .as a major problem. [mproved security nf the physical
tacillities., particularly at [MS's two warehouses, was provided
by the EMIP. However, I[MS statf were apparently responsible
for much of the pilferage, 30 improvement of physical security
had little impact. The MOl and IMS have been able to remove
suspected staff members, and security at the IMS level has
apparently seen substiantial improvement. However, it is not

zlear how much pilferage has continued in hospitals and PHCs.

“"Emergency" or urgent orders were identified as a problem,
estimaies in 1985 were ~“25% of all local orders. Emergency
orders J4are still a problem, although it was not possible to
quantifv the magnitude of the problem.

As parit of a3 series of policv, procedures and technical manu-—
als  produced by the Ministry of Health, a manual on Supply
Management Frocedures for Orugs and Medical Suppl.es has been
rleveluped wunder the HMIP. Although dated as issusd in 1989,
he wanual has not vet been officially approved or released by
the "0l ond MOF Supply Division, and it considered o have
heen 1n 1ts "“final stages'" far the past two years. The three-
ring Nhinders intended to house the loose—-leaf manuals have
tbeen stacked up in the HMIP offices throughout that period.

MNe apparent intention of this manual is ko imprnove compliance
with Jalready agreed uwupon procedures at all levels of the
supply system. However, systems are still weak or non-
nrxistent At all levels nf fhe supply system.

Computerized information svstems were developed for IMS under
the IR project. However ., these svstems only allowed statf
at IMS Lo input data;, processing and printing had to be done
at the government's Central Data Processing Unil {(CDPU). It
zould take m@more than three months Lo get reports back from
CDPUJ, and there were many inaccuracies in the information.
This situation has persisted until thie present time, and IMS
has basically abandoned using most aspects o1 the computerized
information systiem. There are plans for the HMIP Lo provide
an MIE expert who can rectify these Ltachnological problems.
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tMS  has four wvehicles:! two 10-ton Etrucks and tws vans, one
refrigerated. 8y contrast, thie NFPB, will less comwmodities to
aeliver. ocurrently has £-6 vehicles, and will get T-3 new
vehicles under the Health Sector Initiatives project which is
slated as a ffollow—on to thie {HMIP.

facilities .ire supposed lo requisition on a quarterly hasis,
but they are allowed to place intermediate orders and fre-—
gquently do. The normal expectation is that [MS will Lake
approximately 4 weceks to deliver after an order is received,
but IMS is currently 4 weeks behind thiis intended -scltiedule:
the current delivery period is 8 weeks.

There is a schedule for thospital deliveries. Although
hospiltals will occasionallyv send ambulances and other vehicles
to [MS to pick up orders, most vurders are too large tfor t:he
hospitals Lo pick up tLhemselves. Unhiicles that come Lo iMG,
including ambulances, are generally coming to Kingston on
other business ratiter than making a special Erip to [MG.
However, the PHCs of'ten do come tu IMS Lo pick up their or-
ders, s5ince fthe quantities are smaller. Approximately one-

Lhird of the PHC orders are picked up from IMS rather then
del iveresd from IMS. The majority of PHCs <(Types I, II, and
s30me IIIs> are supposed Lo receive their drugs from the Dis-—
trict Headquartcrs PHC, although tlhiey can receive directly

from IMG i3 they are conveniently located on the delivery
route ar it they come to IMS to pick up their orders. The
NEPB, on  the other hand, delivers directly to all PHCs .and

hospitals witlh FP clinics.

Gee recommendations in Executive Summary. Alsae, lfor a fuller
description of some of IMS's problems in these areas, docu-
ments cited in Lhe introductory section of this repaort by Ira
Robinson ‘et al) and Ariliur Walton provide detailed idescrip-—
tions.



USE
PRESCRIBING PATTERNS & COMPL IANCE



UI. USE - PRESCRIBING PATTEKNS & COMPLIANCE

fhe University Hospital's Drug Committee, which meets every
two wonths, provides therapeutic ripdates for prescribers.
Based on statistics that the Pharmacy Department collects,
this Committee also periodically conducts reviews of Jdrug use
Aand trends. These reviews :an be global, by Jepartment, 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 or use
in the MOH system, it is well known that doctors tend to over-
prescribe. The tendency to poly-prescribe is a natural reac-—
tion to the lack of dependable lab and other testing tech-
niLques that would confirm a diagnosis, as well as gpaor pre-—
scribing habits. Placebos like Paracetemol and Uitamin B are
frequently prescribed in Jamaica. There is a tendency to
prescribe brand names (although this may changing) or even to
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 sample 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.

[f 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
mirculation of printed therapeutic updates and price informa-
tion can also impact use patterns. There are also relatively
simple techniques that can be used to collect global use data
that might direct more specific studies. {(See recommendation
in Executive Summary.>

i
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UILIT. FINANCIAL RESOURCES, PLANNING % MANAGEMENT

overnment Resources:

Given the severe economic conditions in Jamaica -- falling
GDP, rising population, high levels ot debt servicing, an
untavorable trade balance, and the Jdevaluation of the Jamaican
dollar during the past decade ~-- capital expenditure in the
health sector is largely limited to repairs of axisting tbuild-
ings. The Government of .lamaica (G0J> has been trying +n
rationalize the Hhealth infrastructure by converting .and
reclassifying facilities to the level-of-service that they are
capable of providing. This is certainly appropriate as the

recurrent rosts of the existing system are severely underfi-
nanced.

Recurrent costs ot the Ministry of Health «MOH) are almost en-
tirely financed by the Ministry of Finance <({MOF). The tGovern-
ment of Jamaica Estimates of Expenditure for the fiscal wear
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
subtracted from the government's recurrent budget, the nMNH
accounts for 13.2% 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 .amount;
to an expenditure of approximately $200J per capita in fiscal
1390. This compares with an average of approximately 54504
per capita for fiscal yvears 1988 or 1989 in the nine LDCs of
the Eastern Caribbean; and approximately 31300J in 1988-89 for
Barbados, as the small English-speaking MDC in +the FEastern
Caribbean.

Despite apparent private/public salary differentials of 2:1
and wvacancy rates of approximately 0% or more in officially
designated MOH positions, Pparticularly for protessionals
including pharmacists, the Jamaican MOH spends aApproximately
half ot its budget an personnel.

he MH budget inciudes ©56,000,000J ror the purchase of drigs
and medical supplies, or approximately 12% of the MOH budget.
fhis ten percent share is typical for the [English-speaxking
Caribbean, although drugs and medical supplies can claim 4
much larger share of developing country mMOH budgets world-
wide. During tiscal year 1388-89 apprnximately 75%  or “tim
budget for drugs and medical supplies was used to purrhase
drugs. 3ince this percentage corresponds with current osti-
nates according to MOH managers, we can assume that approxi-
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mately $42,000,000J will be spent on drugs during fiscal vear
1989-90. The $42,000,00J is augmented by the value ¥ drugs
and medical supplies that are consumed at University Hospital
which bhas a separate subvention in the government estimates
and no line item for drugs. For fiscal vear 1989-90 the
University Hospital's drug expenditures are estimated at
$9,000,0004, bringing total drug expenditure through the 60J
to $51,000,000J. Jamaica's per capita expenditure on drugs
during 1989-30 would therefore be approximately $20J per
capita, compared with approximately $24J per capita in the
OEC3 countries and $145J per capita in Barbados. The 1ECS
countries spend over five million EC dollars per vear {(gener-
ally excluding FP supplies but including the operating costs
nf the ECDS ) and Barbados spends approximately twelve million
Barbados dollars (excluding the costs of operating BDS which
add an addition 719X to the drug costs).

T’he MOH drug budget for Jamaica was even more constrained
earlier in this decade, and this year's sv0J estimates book
notes that during 1986 IMS provided a service level ot 202,
However there is no real gap between Jamaica ($20J per capita’
and the 0OECS region ($24J per capita) because 0ECS figures
include a 15X fee paid to cover the operating costs of ECDS.
Also, the OECS average per capita figure masks major varia-
tions between the 0OECS member states. Dominica, for example,
spends far less per capita than some of the other UEC3 member
states.

Although it spends less per capita than Jamaica and is perhaps
the least developed country in the 0OECS, Dominica is consid-
ered by many to have the most effective and efficient drug

supply system in the OECS islands. Its rormulary 1S very
tight, and the MOH enforces rigid adherence to the national
formulary. Purchase prices through the ECDS are low. Drugs

are budgeted for at the facility level, and rost 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 iise patterns or
expenditure per patient. Price lists For rcourse—-of-therapy
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.

l/ser Yaes.

Beginning in tfiscal year 1985-86, the MOH was .allowed %o
retain revenue from user fee charges rather than returning all

fees directly to the GOJ's consolidated fund. Facilities
return fees collected to the MOH but are allowed to receive
502 +<or more in special rases) of the fees collected back
Again once they submit a budget request for the use ot the
fmes. This change in policy had a significant inflyence on

the motivation to collect officially established fees at the
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tfacility level, and for the tew Facilities with baseline (Jata

from he 1983-B4 period the increase was dramatic, #rom over
.500% to nearly 1500%. User fees per patient also increased
significantly. [n 1386-8B7, fee revenues accounted for from
$5.6% to 27.4%Z or operating costs For the 1O regions. However,
these operating costs are for the hospitals only, and total

nuser Fees ftor the MOH are currently estimated to cover unly
about | .5% of the cost of all services. The 60J estimates for
1983-80 includes 3 million Jamaican dollars as “appropriations
in aid" that are the estimates for user fees that will cover
that portion of the costs.

{n general wser fees, including those for drugs, are  anly
collected at the hospital level, and not at the health care
centers. The hospitals that have been recently rationalized

to Tvype [V or U facilities have continued to collect fees, and
aAapparently these facilities with 4 lesser range of services
are particularly dependent on fees for drugs, followed by
maternity tees. (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 18985-686
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 L4986-
87 showed that they spent a average of 4.9% of their user fee
revenues on drugs. However, this average was raised by one
hospital that spent 27.2% on drugs, as most hospitals pur-
chased no drugs with the user fees.

Exemptions .and exceptions (impacting drug fees) include: all
visits for tfamily planning or immunization; food aid .scipi-
2nts; women with high-risk pregnancies; and dental “reatment
tor children. Those with chronic conditions {diabetes, hyper-
tension, arthritis, mental patients) pay a $5 registration fee
Aannually plus a $5 prescription fee per visit (not per item..

These .~ules hnld far the MOH wstem in general. The
University llospital has apparently been able to institute some
modifications, including charging private patients .ind insured
patients at higher rates.

Faztimates of the proportion of patients who pay Fees range
feom L0 -75% Jepending on Yhe institution  and whether Ll
patients ur osut-patients only are being considered.

Jamaican MOl user fee paolicies compare very favarably with the
smaller countries of the Eastern Caribbean. Through the
Special QBenetits BSerive (5BS), 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 praovided free of charge through the ™MOH Lsvstem
where they only cost the government the base price. Many of
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“he ECS countries have an official schedule of user fees for
drugs and other services; however, categories of exemption are
50 broad (e.g. under 13 years, over GO, all chronic diseases,
all  pregnant women, polica, nurses, etc..) that in a country
like St. Lucia, the potential for rcollection is estimated .t
Approximately 72 ot Aall health care system users. This poten-
Eial is never realized because there is little motivation ¢to
ccollect at the facility level, at least partly because all
fees go back to the general consolidated fund.

Although Jamaica's MOH user fee policies have proven success-—
ful, particularly in increasing the motivation to collect at
the facility level, there is a need to revise the policies.
(See Ffinal section in report on Problems % Potential Solu~-
tions.>

The Private Sector lternative to lser Fres:

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

In general there is a 15% customs duty, a 5% consumption tax,
and a 2% handling charge for private sector pharmaceuticals.
There is not normally duty on government. purchases. For most
rharmaceulicals products, prices are controlled in the private
sector. For ethical drugs, wholesalers can charge a wmaximum
af  20Z and retailers can charge an additional 10%Z. For over
the counter (O0TCY> products, the maximum wholesaler margin is
20Z and Lhe retail is 25%. In both cases a "professional fee'
ur dispensing fee of $9J per item is also allowed ati the
retail level.

External Assistance.

The Social Sectors Development Project, funded by the World

Bank, includes a budget of approximately fiflteen wmillion S
dollars for the procurement of pharmaceuticals. The intention
is that these funds will be used as a capital investment ¢to
fill wup the supply pipeline or "top up the stock levels" and

2llow Lhe MOH and IMS to move out of a crisis management mode
30 that good procurement planning and inventory control tech-

Nigques can be tmplemented. fhe down-side :isk here 15 opuvi-
vusly that *hese funds ran easily be inadvertently wused o
fund the MOH'- recurrent costs tor iirugs over :everal vears,
rather than hulid up .and maintain a carital investment. Ln
3tock levels. The danger of this occurring is particularly

acute for a commoditv }ike drugs where few managers can our o
make a distinction 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 cof vehicles, for example. The greatest
risk here is that, t*ive vears from now, Lhe GOJ could find
ttself with additional debt for a World Bank loan used to fund



its own MOH operating costs through the drug supply system.

The World Bank project document also calls tor revision of
user f{ee policies.

Financial Planning & Management:

The pharmaceutical and medical supply line item in the 6GOJ
estimates tor the MOIl operates at two levels: first, a global
drua budget for IMHS, $56,000,000 this fiscal year; second 18
hudgets organized around a) lLertiary and secondary care for

llhe regions, and b primary care organized by geographical
def*initions. The aggregate of tiiese budgets is %55,000,000
this fiscal vear, and thie one million dallar dJdifference is
attributed to stock wvalues at IMS. The first level
budget/cosi: center ta the responsibility +the Cirector of
Pharmaceutical Services; when drugs for [MS are paid or by
the MOH, I'he payments are debited f;o this account. The 18
budgets represent the MOH's current cost centers: [0 hy region
for the regional hospitals, and 6 for primary care. All but &

of the parishes have now been organized collectively by region
tor 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 tfor the walue of the drugs and the cost center for the
regional hospital C(or PHUs) is debited.

[t appears that costing systems between IMS and the facility
level have slide backwards during recent years. Hospi1tals in
the Cornwall region are now operating with the romputerized
cost systems (developed by PAHO and the MOH) in their s3econd
financial vyear, and the same system is being implemented in
the Mingston Public Hospital (KPH). The only costs Ehat 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 1s, 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 +ix months late, IMS is no {onger
Processing and sending reports to the tfacilities.

This i3 unfortunate because the MOH Finance Oepartment does
pertiodic Pertormance reviews of the health care system where
1t 13 pnssible to develop performance indicators, " .g. neal
1Nsts ier natient bed day. iJriig mosts per cubt-patient wisit,
per patient bed-day, ar comparatively Fnor =service population
and facility type could be used both as a measurement of a
facilitv's comparative 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
tacility with an onriginal budget. First, the individual
facilities have no budget/costing system for drugs. Second,

any intormation that could be made available has consistently
been 3ix months late and not very accurate.

Ey
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Given salary levels, career opportunities, and working condi-
tions, the GOJ nivil service is experiencing extreme difficul-
ty in attracting and maintaining qualified statf. The MOH is
no exception. Yacancy rates in professional positions can be
over 50X.

Managers.

l'he exodus tfrom the civil service over the past decade iias
frequently letft those managers who have remained in the MOH
system with an excess of responsibilities. NAs the key manager
in the public sector pharmaceutical system, the DPS appears to
be an example of this.

As DPS he is5 technically, administratively, and financially
responsible for the procurement, management, and distribution
ut  rirugs, medical zupplies, x-ray, lab supplies. blood bank,
and dental supplies for the MOH. Every pharmacist in the MOH
reports to the DPS. The vhief Dangerous DOrugs Inspector, the
Principal Pharmacist, Four Orug Inspectors, and two Auditors
repaort to him. He is Jamaica's Representative on the CRDTL, a
member of the Pesticide Authority, a member of the Medical
Committee of the MFPE, Chairman of the Formulary Committee, a
member of the [rade Eoard Committee wown Pharmaceuticals, A

member of the JCTC Tenders Committee, and Chief Administrator
for the Focd and OBrugs Nct.

In addition to these multiple responsibilities, most of which
are 1ither policy—-level activities or should require only
aversight of wmid-level managers, the DPS is essential as A
tfacilitator ot day-to-day aperations in the MOH's supply
wystem.

lt has probably been particularly difficult to Jdevelop and
retain good mid-level managrrs in the MOH system, since the
civil service otfers little to young, aspiring managers. The
MUH system does offer some very liberal Fringe benetiks {see
bhelow? but, while they increase costs to the 1M0H, they o
little to overcome the low salaries, limited career aptions,
and  dJifficult working conditions. (S5ee recommendations in
xecutive Summary .)

Fharmacists and Pharmacy TechniciansAssistants:!

e vverall vacancy rate (or pharmacists is uver K0¥%. Jf the
152 pharmacists posts, b2 are filled, including L5 retirees
who thave conltinued ';nder contract. Eleven of ~he hospitals
are without a pharmacist. Only half of the pharmacy posts are

filled at University Hospital, IMS, and MOH Supply Diwvision.
1t the 95 phaormacy assistant posts, 95 are tilled, and many of
the Jassistants are acting in pharmacists' posts.



[n the private sector, pharmacists practice in ~200 pharma-—
cies, b private hospitals, and wholesale agutlets. Private
sector ’alaries are often more then tuice those received in
the yovernment cector, and the private sector has attracted
many pharmacicts away from the MOH system. Some government
pharmacists supplement their income through part-time cmploy-
ment in a retail pharmacy.

[t would appear that the MOH offers a package of fringe hene—

fits that creates significant costs For the Jovernment, but
offers limited attraction to pharmacists. For eexample, MOH
pharmacists are s2ligible for 35 days of vacation, 14 days of
departmental leave, 10 national holidays, and 15 sick days

‘with 3 medical certificate) for a total of 74 leave days.,
lhis means nearly 30% of the 260 total possible working days

in A vear ~an be leave davys. In addition, there are two
months paid tor maternity leave and an addition unpalid month
i3 optional. While these benefits Jdo not increase the Snnual
rarnings of the individual pharmacist and therefore (o little

to make practicing the profession in the public sector more
attractive, they Jo substantially increase the per working day
costs of having a pharmacist's services in an MOH facility.

The College of Arts, Science and FTechnology (CAST> offers a

three-yvear diploma course in pharmacy. In terms of manpower
planning, the numbers of students graduating each year should
be adequate to provide for Jamaica's needs —— if the surrent
shortages were not so0 dramatic. There are currently 132
students enralled in the CAST program and only a few aof these
are from outside Jamaica. The MOH is responsible for a tech-
nician training program tha% consists of four months of formal
training and ei1ght of on-the-jab training. However, this
training has not been arfered for s51ix years. The Jamaica

Fharmaceutical Society is concerned about the number of phar—-
macy recnnicians who are acting in place of qualified dispens-
ers, but it i3 not clear that the MOH has any =hort term
recourse from this aoption.

Bince the ¢0J and the MOH have been experimenting successtully

with +ertain kinds of divestment, such as contracting out
hospital {aundry services, it couid be useful Lo contrace out
pharmacy ~erwices on an experimental basis. (8ee other reccom-

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 theee public tendering systems
for the procurement of pharmaccuticals have been
cstablished in the English-speaking Caribbean: the
Barbados Drug Scrvicc (BDS), the pharmaccutical
division of the Jamaica Commodity Trading Company
(JCTC) Lud., and the Eastern Caribbean Drug Service
(LCDS).

Allthree agencics have intaoduced a restricted interna-
tional tender, out cach agency has developed a tender-
ing-procurcment mode! with its own unique attributes.
BDS,JCTC and ECDS have all succeeded inincreasing
the level of health scrvices provided Lo the populations
they serve while simultancously reducing the purchase
price of pharmaccuticals. The authority provided tothe
thrce ageacies and (he introduction of restricied
tendering systcms have made this possible becausc:

*  Restricted public tendering stimulates competition
and reduccs pnces.

*  Reduced prices extend purchasing power, providing a
larger volume of available phannaceuticals to the
population.

/

*  Public tendening and contracting provides more con-

trol over supplicrs, increasing quality assurance.

*  Thesc ugencies have a combination of social goals,
stututory powers and resources that cnhance theis
benefit to the health care system in a variely of wey:.

Perhapsthegrealest bencfit that BDS,JCTCand ECDS
have provided to the region is cconomic: the unit price
reduction of pharmaceuticals hasstreiched publie (and
privalc) scctor budgets, allowing cost rcductions or,
morc commonly, a more regular supply of pharmaceu-
ticals in the Ministry of Health (MO11) systems. The
bar chaets interspersed throughout this paper illustrate
CIT prices currently paid by BDS, JCT'C and ECDS for
seven of the products most commonly used in the
Lnglish-speaking Caribbean,

-~

AUTHOR'S AKNOWLEDGEMENT: This paper was mude possible bty information provided duning iclephone
canversations with: Lennox Prescad, Dircctor of the Barbados Drug Scrvice (BDS); John Tumbull, former Director of
BDS; Maurcen Graham, Managing Dircctor of the phannaccutical scction of the Jamuica Commudity Trading
Company (JCTC) Lid.; and Faul-Ellis, former Managing Director af JCTC as well s its phamaceutical section. Given
time constraints, these individuals have not yct bren able 10 review the content of this paper. A revised version that has

been reviewed by them will be inade gvailable on request.

e bar graphs comparingunit prices and othergraphic illustrations dispersed thraughout the paperwere completed with
the assistance of Francis Bumett, Assistont Dircetor of the Eastem Caribbean Drug Service (ECDS); Jim Rankin,
I'hannacy Dircctor of Presbytcrian Medical Services (PMS); und Sonjeite Rodrigues and Peter 1uff-Rousselic of Man-
agement Sciences for Health (MSH). An annex provides detailed explanations of the price comparisons.
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Purchasing
Method

Ilow other Purchasing Metiwds Compare With Restricted Teader

8riel Doscription

OPEN

TENDER

Bids aro aceepted from all in.
teresied suppliers,

NESTRICTED  Suppliers bid against each other
TENOER

NEGOIIATED Tho buyer approachos a small
PROCURE.

MENT

DIRECT
PROCURE.

MENT

for the contract. bul parlicipation
ol suppliers is imitod to those who
hava registered with the govern.
mani or who have mal established
prarefuisiles.

numbaor of sefecied potontial Sup-
pliors and bargains with the tor
specilic price or sorvico anungn.
monis,

furchasa 1s mado dioctly frum a Unlavorablo

singlo supplior at his quoted prico.

Effect on Delivery  Workload on  Need for a Condillons Favoring Usa
Price Times the Procure: Merlt Rating
ment Unit  of Supplliers
Very Long Very High  Very High ¢ Many repulable suppliers are
Favorable svailablo
* May bo nocossary el baginning ol
pragram lo open supply channals
Favorable  Modotale  Moderale  Modorale o Where only a low reputable sup-
pliers are availablo
¢ Pruducls whers biooquivalence,
Stanbly, precise formulation Is
imparlan
¢ Large volume, standard itoms for
which all reliable supplicrs ara
known
Moderately Short  High initially, Only * Bulk huying of single-sourco drugs
Favorablo later low intially * Special larms or specilications ara
requitad by the buyer
’ /
Vary Short  Vory Low  No Need Low piicn, $mall volume itoms
* Emcrgorcy toms where negotra-
tion not possible
* llems from Internations! nanprolil
groups (0.9., UNICEF, ECHO, IDA}
From: “Munaging Drug Supply”  MSII

PERCENTAGE REDUCTION IN DRUG PRICES

80%
70%

50%

1ooTs-—
90%

DURING FIRST TENDERS CYCLE

ﬁ

BARBADOS iRUG SERYICE

The Barbados Drug Service (BIDS) is a department of
the Barbados Ministry of I1calth; it scrves the pupuia.
tiun of two hundred and fifty thousand through both the
privatc and publicscetors. All drugs for both scetors arc
chirincled through BDS. Initally BDS lunding camc
from government revenucs and a loan from the Carib-
bean Development Bank (COB); Kaiser Foundation
assisted with studics prior 1o BDS start-up, and PAHQ
provided assistance in the development of compuicre
ized information systems provided through a scparate
company.

BDS's first invitation to tcnder was in 1980, The first
contracts were for a shorter period of time, but BDS
contracts arc now for a full year. The initial price
reduction was twenty-two pereent.

Currently BDS is tendering for onc thousand and fifty
different products, The total value of drugs procurcd
during the 87-88 cycle was just under six million U.S.
dollars; approximately thirty percent of these purchasc:
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were for the private seetor. Approximalely two hundred
supplicrs arc invited to participate in the restricted
tender. Both manulacturers representatives and whale-
salcrs hased in Barbados arc invited. In addition 1o
other sclection eriteria, all supplicrs must have a Burba-
dos-based agent, and tenders ducuments are distril)-
uted to these agents.

Aside from being Barbados-hased, supplices must sub-
mit a form to the Dircctor of BDS. Information un the
firm's tcchnical competence, qualily assurance proce.
dures and standards, financial viability, and other rele-
vanl screening information is solicited snd considercd
before a new supplicr is invited Lo lender.,

Quality assurance in Barbados has improved through
screening of supplicrs, monitoring of supplicr pertarm-
ance, cnforcement of BDS contracts, and testing st the
Caribbean Regional Drug Testing ) aboratory (CRLUTL)
i Jamaica, Festing isrelatively limited becanse changes
in praducts and/or supplicrs arc infrequent.

BDS docs no warchousing or distribution except for
small cmergencics, or as a resull of cany-overs when
minimum guarantees were nol met by existing demand,
These activitics arc the responsibility of the Dasbados-
bascd supplicrs who are ardpaid an addition (hirty-two
pereent aver CIF prices for these services. The thirty-
two pereent has riscn from (wenty-cight, and it js ine
tended to rccompense suppliers for other sundry ad-
ministrative costs related to these services. The average
fcad time between order and delivery is three o seven
days.

BDS guarantees minimum quantitics tosuppliers. ‘This
causcd problems during the carly years with ¢xeess

san and an Assistant Dircetor is the Deputy Chairper-
son, ‘The Committee makes recommendations o the
Minister of Health who has never overruled their ree-
ommendations, BDS publishes all tenders quotations
and awards and distributes these documents ihrough-
out the CARICOM region,

BDS makes direet payments to supplicrs in Barbados
dullars, usually within two ta four weeks of receipt of
urders.

DS is prabably the strongest drug service in the
caglish-speaking Caribbean, 1tis also the most expen-
sive, Initially, BDS mct with “considerable resistance”
(rom Loth physicians and suppliers. Now BDS has an
exccllent relutionship with both health professionals
and supplicrs. H s a W information centre, provide
ing cverything from BDS formulary manuals, newslet-
ters, and price lists 10 all CAIUCOM Ministrics of
Health. Ttisalsoa PAHO Traimng Centre, and has less
formal collaborating relationships with national heaith
organiZations beyond the Caribbean, At the same time
per capita drug cxpenditures in Barabods are compa-
rable to some developed countiies and probably the
highest in the Caribbean.  Total costs of the BDS
duubled during a recent three year period, This is the
result of changes in the special benefits program in the
privale scetor and, possibly the influence of a leaching
hospitalin a relatively small nation. Certainly BDS has
beeome a centre for the exchange ol professional infor-
mation. Lepnox Prescod, Dircetor of BDS, is confident
that the “openness” of BDS as an orgaaization and iis
ability to communicate with health professionals are
key reasons for its success, He says, "Most health pro-
fessionals in Barchados would suy, ‘Money spent on the
drug service is the best money we've ever spent,™

stocks, because aceurote estimateswere

difficult to make, Although thic system CHI,OHPROPAMIDE 250MG TA
is predicatble enough now to have lin 0,017 175 225t # o p o . COST.PER TAB -
ited such problems, it is net clear whether 00167 %'/,/' )
or not the guarantces have any impact 0.015 //% gy
. . . o ey /0
on supplices quotations since supplicrs 001¢ '7/'.',/" %
. v 0013 |7 /7.7 ottt
must now have confidence in BOS esti- | ¢ 002l il
malcs, T R DA P
A 00t |
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LENTE INSULIN SUSP, 1001U

tenee, quality ussurance procedures and
standards, financial viabilily and other

0 COSTEEHVAL... relevant sereening inflormation,  With a
few exceptions, there is no importation of
';,,77)/// products that are produced inside Jamaica.
. .//,:’//'{,/'4'.' Initially, known supplicrs were included
4 . 5 e ian L1 andothers were encouraged to participate
" LA _':/ ", )///'/'-' to increase competition; in carlicr eycles
" o o 7 ////’ | | over onc hundred supplicrs were invited.
%, ,7’ g /"/ Supplicrs arc nol guarantced minimum
{//4, , ////’/ quantitics; they are provided with esti-

i j//;///'/%j mates.

7 00

// // %/////// JCTC invites (cnders by gencric name
'// /,/ 771 | only. Currcatly fifty-six pereent of their
o, N ,4_,./4;-_./' product awatds ate to brand names; this
’ CCLS statistic has been declinng, and JCTC is

making cfforts to reduce it fuither.

JAMAICA COMMODITY TRADING COMPANY,
PHARMACEUT{CAL SECTION

The Jamaica Commodity Trading Company (JCI'C)
Ltd. is operated as 4 private company with the Governe
ment of Jamaica owning onc hundred percent of its
shares. 1t was cstublished with government funding,
and is one of the most profitable of the povernment-
owncd corporations. JCTC is able ta pay the govern-
ment dividends regularly.

The Pharmaccutical Section of JCTC pravides for the
publie scetor and a scgment of the privatce scetor for the
two point two million pcople living in Jumaica, 1t
purchases approximately seventeen percent of the pri-
vate scetor's cthical drug necds and has g monopoly on
that segment of (he sector,

JCTC does notwarchouse or disteibute drups, although
mamagement is cureently considering a minor role in
these aclivitics,

lis first restricied tender invitation was in 1980, and, on
average, prices were reduced by from twenty o thirty
pereent. JCTCis currently purchasing between five and
six million U.S. dullars of pharmaccuticals annually.
Approximately filty supplicis in thinty dilferent coun-
tricsarc invited 1o tender on from cight to nine hundred
diffcrent products. Only (wo non-manufacturers are
invited; these are used for emergency orders. The
tenders cycle runs for cightcen months.

JCTC sclects supplices on the hasis of technical compe.

Thestaff of JCTC makes recommendadions for awards,
but decisions arc taken by a multi-thsciplinary commi-
tee olzapproximately ten representatives from both the
privatc and public scctons: ¢.g. Director of Pharmacy
Services, MOLL o representative from the Medical
Association, retail pharmacics, the Chambre of Com-
meree, and the University Hospital, This commitice is
chaircd by the Managing Director of JCTC's Pharma-
ccutical Division, and JCT'C has only ane vote. JCI'C
ducs not provide public infornvation on which supplices
reeeived awards at what prices.  Paul Cilis, former
Managing Dircetor of JCTC, believes that it is not
sound ceonomie practice because there is no evidence
that this will cucourage a further reduchion of prices; in
fact, it could cacourage price fining,

Lead times for delivery of produdds vary from theee
weehs Lo four months or mose, with an average of sbout
twomonths. Customs clearance procedures have been
cumbersome and time consuming, although there have
heen reeent elforts to alleviate this problem,

JCTC gives supplicrs payment options: cither letter of
credit or sipht draft with varicd amounts of time appli-
cable. JCTC generally makes payment for sight drafts
through the Bank of Jamaica and for lelters of credit
through the commercial banking system,  Access (o
forcign exchange has been a chronic problem, althouph
it is less of a problem currently.  Tn the past the
supplicr’s seleetion of payment method and, particu-
larly the time applicable (up to 180 days) was a key
determinate in adjudicating awards; now, with cash flow
fess ol anissue, it is less dmgpontant,
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JCTC ussurcs quality in much the same ways as BDS:
screening and monitoring supplicrs (including cstab-
lishing performanee norms); caforcing JCTC contracts;
and testing at the CRDTL in Jamaica as well as other
labs. JCTC has recently stepped-up testing activitics.

Asone ol Jamaica's most profitable government-owned
companics, JCTC purchascs far more than pharmaceu-
ticals. Vehicles and grains are its largest imports, ‘Fhis
means the orgunization is lar more complex than BDS
or ECDS; it also has a much broader sphere of influ-
ence. Although the pharmaccutieal section sometimes
makes a small profit, it can also run an annual deficit
that will be covered by the surplus from other sections,
The pharmaceutical scction supports itsclf through a
retail marginof four Lo eight pereent an products, It has
the power 10 regulate retail prices, and has subsidized
somc drugs hy increasing the margin on others, JCTC

.-

provides uther services with surpluses, c.g. scholarships
and othtr training support,

Like other state-owned companics, JCTC was initially
scenas athreat by the private seetor, but suchresistance
to change is lasgely behind the organization now. For-
cign exchange bas bee a eheonic problem but is a fess
significant hurdle now. JCTC clicnts have heen weak in
providing accurate cstimates for tenders invitations,
and JCTC has recently introduced trend analysis (o
alleviate this problem.  JCTC has also been working
more closely with health professionals recently, solicit-
ing feed-back and promoting the organization's serv-
ices. “We're launching a marketing, program this year,”
says Maurcen Grabam, Managing Dircetor of the
I’harmaceutical Section, “Representatives go ouat Lo
visit professionals in their clinical scUtings and work with
professional associations.”

- Page 5 -
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B )
EASTERN CARIBBEAN DRUG SERVICE

The Eastern Caribbcan Drug Scrvice (CCDS) was
established in 1986 as an agency of the Organisation of
Custern Caribbcan States (OECS). It provides a
restricted  tendering and  procurcment system 10 a
pepulation of half a million in the six participating
countrics: Dominiea, Grenadia, Montserag, St Kitts &
Nevis, St. Lucia, and $t. Vincent and the Grenadines,
The British Virgin Islands and Antigua arc expected to
join in 1989,

Through a grant lo the QLCS, USAID provided funds
under tie Regional IPharmaceuticals Management Projed
(RI'MP) for cyuipment, training, and (cchnical assis
tance (TA) through Management Scicunces for Icealth
(MSI1), a Boston-bascd non-profit. “The start-up and
operating costs of ECDS arc also funded through mid-
1990 when the ageney is expected to become financially
scifesullicient. The mechanisin {or scll-financing is a
fiftecn pereent administrative fec added to the CIF
prices paid by (he particpating countrics. During it's
first contract cycle ECDS covered approximatcly sev-
enty pereent ol its operating costs; this is being retained
to crcate s fund balance for the perind when no outside
funding will be available, &

No funding was provided for the purchase of drugs.
Each countty cstablished a spreial account with the

Lastern Caribbean Central Bank (LCCB) in St. Kitls,
the monctary authority for the Easteen Caribbean dols
lar. Supplicrs reccive payment in U.S, dollacs or their
national currcncics within foirty-two days of delivery of
shipments. This system reduces banking costs, climie
nates furcign exchange problems and guarantces prompt
payment to supplicrs.

The ECDS currently purchases over one and a half
million U.S. duilars worth of pharmaccuticals annually.
Itscrves only the pubilic seetor, througlithe MOlls, and
does no warchousing o distribution. Orders arc shipped
dircetly to the Central Mcdical Store (CMS) in the
country that mdered them,

‘I'he first restricted (ender veeured in 1987, and the
overall price reduction on the top twenty five products
was filty-two pereert. After paying the fifteen percent
administrative fccto ECDS, participating governments
realized a price reduction of fourty-four pereent, The
pricc reduction in individual countrics ranged  from
sixtcen Lo sixty-six pereent. 1n addition to the stimula.
tion of competition created by the restricted tender,
these major price reductions were possible for several
reasons. Fies, the MO made a sole source commit-
ment (o LCDS, greatly increasing hargaining powcr,
supplicrs officcrs had been unable to do competitive
shopping in the past, “Sccond, the ECCD accounts
guarantced  prompt payment, and several  countrics
had pour payment reputations with suppliers, ‘Third,

DRUG MARKET BASKET PRICE REDUCTIONS
(ON TOP 28 PRODUCTS IN6COUNTRIES)
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PUBLIC TENDERING FOR PHARMACEUTICALS in the ENGLISH-SPRAKING CARIBREAN

the FECDS sclceled quality pencric products from a
restricted regional formulay of csseatial drugs.

The ECDS invites approximately one hundred suppli-
crs in fificen different countries to tender on three
hundred and twenty products. Contracts arc issucd for
aoncyear periodd, Lessthanten pereent of thesupiplicrs
arc non-manufacturers, although through the fiest two
cycles, they have been awarded more than ten percent
of the produets. Quantitics arc not guaranteed, and ten-
dering and award pricing information is not published
outside the systcni. ‘Tenders are solicited with generic
namcs and only about ten pereent of products are
awarded as brund namcs.

Adjudication and award of contracts is conductcd by a
Tenders Sub-commitice composed of the Supplics
Officers who represent the participating countrics, and
the LCDS Managing Dircetor and Assistant Dircctor,
L:CDS stafl have no voting rights although their advice
can influcace decision-making. The Chairperson is
rotuted annually, alphabetically through country repre-
sentatives, which helps to maintain a balance of power
and influence on the Sub-committee,. With transporae
tion difficultics in the small islands, supplicr lead times
range (rom two o three months; lcad time can be an
important decision-criteria during adjudication.

Supplicr sclection and quality asswrance &t ECDS is
similar (o BRS and JCTC: screening and monitoring of
supplicrs (cstablishment of performance norms is in 2
nascent stage); enforcement of ECHS conttacts; and
testing at the CRDTL in Jamaica as well as other labs,
Like JCTC, ECDS has reccatly stepped-up testing
activitics. Supplicr expericnce in the QOECS subregioa,
particularly the personal experiences of the six supplics
olficers, is also an important critcria for supplicr selce-
tion. ECDS solicits fcedback on supplicr perfomiane
and quality assurance through frequent regiona’ meet-
ings, sitc visits, and forms designed to capture sclevant
information,

Pechaps ECDS's most salicat contribution is that it is
model of functional cooperation in the QECY sebregion
that provides clearly measurable oconomic Lincfits to
the participating countrics. “If we can shew with cach
example, such as this project, that the meihod of cour-
dination works,” says Dr. Vaugsin Lewis, Dircaor General
ol QECS, “it ives jus) greater confidence. .o proceed in
this manncr for the benefitof the people of the region.”

Like JCTC, procurement planning weaknesses in the
LCDS clicnt countrics have Leen a system weakness:
cstimates can be inaccurate and ordere arc often poorly

timed su (hat ‘cmergencics orders’ arc routine, ECDS
hus provided computers and training to all of the CM5s
to (ry to strengthen their inventory management and
procurcment planning, The low volume of drugs pur-
chased in the sub-region has meant that ECDS's finan-
cial viability, based enthe fiftcen pereent administrative
fee, has been considered lenuous; however, with An.
tigua and the Pritish Viegin Islands joining the alliance,
financial sclf-sufficicncy should be attainable.

Like BDS, ECDS has also worked to ¢ cate profes-
sional nctwarks. The Ministers of Health, assisted by
their Permanent Sceretarics, sit on the Policy Board of
the ECDS; senior plysicuins, frequently tie Chicf Medicd
Officers (CMO), sit on the Formulary and Therarcu-
ties Sub-committee which hus recetly published the
frst FOT reference manual fur the OECS grouping,.
‘The Supplics Officers sit logether for at least two
annual meetings, Regional training, prourams and country-
level warkshops are fregquent. *“We at ECDS,™ says
Sherita Gregoire, Managing 1D'rzctor, “have given the
profeesionals in (he QLCS countrics an upporlunily to
ta'k with onc another.”

PR R T I AL Lt SR S—

LESSONS TO FONDER

BDS, JCIC and ECDS have proven that such agencics
can make significant cuntributions 1o regional health
carc systems, Their suceess illustrates important les-
sons and raiscs several questions.

In all three cascs, e has been the political will to
creatc, support, and empower the agencics.  Without
this support, none «f these agencics would have been
ahle to contend with the initial resistance to change

19

encountered from botl health care professionals and -

private scetor supplicrs,

These agencics wave shown that financial commitment
must accompany the political will. The gnarantec of
promp( payrrnt o supplics is o wajor contributing
factor to wnit price reductions. Although poor past
shopping habits may also be a contributing factor, it is
no coincidence that the QCECS countrics that cxperi-
cnced the latgest price reductions were also the coun-
tries with the weakest history for promipt payment (o the
supplicis who scaved them,

The price comparisons shown here for the three agen-
cies should make us ask: ow important is “* - 'k pro-
curcrent? Price comparisons suggest that incrcascd
bargaining power and the supplicr/brund sclection
contributcs more to price reduction than “bulk” pur-
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PUBLIC TENDERING FOR PUARMACEUTICALS in the ENGLISH-SPEAKING CARIBBEAN

chasc. The OECS countrics have the lowest volume of
demand, and their periodic ordering patterns have not
beenadjusted to bulk annual or semicannual purchascs,
although this could be an additional benefit to them.
They purchasc n higher percentage of gencrics than the
other agencics,

It is usclul to consider other contrasting procurcment
stratepics sclected by the three agencics. BDS gives
minimum guarantces, and publishes competitive pric-
ing information throughout the CARICOM rcgion.
The pricing information should be uscful to other
CARICOM countrics who have cuntinued o use nego-
tisted procurcment as a purchasing method. However,
it is not clear that minimum guarantces or the publica-
tion of compclitive pricing data has liclpcd BDS to
reduce its o purchase prices. Barbados-based sup-
plicrs may recognize when they have achicved an infor-
mal solc source based on regular repeat awards for
specilic products. Barbados-based supplicrs also eften
provide financial support for continuing cducation to
health professionals through BDS,

Inercased hargaining pawer creates more than price re-
ductions. The selection and monitoring of supplicrs is
the best preventive medicine for quality assurance.

- -

Through contract caforccment and de-listing of suppli-
ers, these agencies can completely choke off a major
matket for a supplicr who has not provided quality
products under agreed upon conditions (o the agencics’
clionts,

‘These agencies have mandates and formal or informal
influcnce that allow them 1o better serve the public.
BDS has influence over both public and private scetors;
it atiempls lo influcnee prescibing patterns, and retail
pricing can be controlled. JCT'C can usc retail pricing
to scrve public health goals,

Finally, thesc three agencics are models that have
proven their value in a Caribbean sctting, Any similar
initiatives should look to them for guidance. The
procurement strategics they have chosen should be
exaniined closcly by health care professionals and oth-
crs working in the region. The mistiakes made, the
problems encountered, and the schicvemnents attained
ail contain lessons that we should learn from and build
upon.

Summary tables comparing aspects of tcndering and
procurcment at BDS, JCTC and ECDS appear on the

following pages. I
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QUESTION ERS JCIC ECDS
FIRST YEA2 TENCERS WERE INVITED 1920 1380 1987
PRICE REGGCTION ACHIEVED FIRST 23 ~20-20% 32%
YEAR
POPULAT.ON SZRVICED BY AGENC 250,000 2,200,000 300,050
ANNUAL VALUE OF DR:IGS PRO- $5.000.000 $5.000.000 - 6.000,000 $1.500.000
CURED {LS$) ~

WHAT IS INSTITUTICNAL AFFILI-
ATION/7CRW?

KAS OUISIiDZ ASSISTANCE AVa)i-
ABIE? IN WHAT FORM. TROM WHAT

A5INTY?

HO¥ ARE INSTITUTIONAL GPERATING
COSTS FUNDED?

JGZS AGENCY SERVE THZ PRIVATE
SECTOR?

JOES AGINCY ¥AREHOUSE DRUGS?
DISTRIBUTE DRUGS?

HGR MANY GIFFERENT DRUG PROC-
UCTS ARE =20CCRED?

H2W MaXy SUPPLIERS ARE INVTD)
T TN

DEPARTMENT OF BRB4DCS MOH

UNITED AMGUNT. 104N 7ROV COB &
78 FROM PAED

BARBADOS GOVIRXMENT 2UDGET
ALLOCATION

YZS. COMPLETELY -

XD, PAY SUPPLIERS 327 MARGIN TO
PROVIDE SERVICES

1
.

PRIVATE CORPORATICY; JaVAICA
GOYERKMENT O¥NS 1007 OF
SHAZES

NOKE

SELF-FINANCING; PAYS GOVERN-
MENT DI¥IDERDS

YES, TO A LINITED EXTENT

ACENCY Cf CETS

AWPLE aUOUNT: GRANT FRCV (SaD
COVERING AL CCSTS EXCEPT
LAEC3

NO¥ LSAD. TAPECTED 5C BE SziF-
SUTFICIENT BY EARLY 1890S

N0

N), DRUGS EHIPPED DIRECTLY 10
PARTICIPATING COUNTRIES

320

150
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PUBLIC TENDERING FOR PHARMACEUTICALS in the ENGLISH-SPEAKING CARIBBEAN

QUESTION

BDS

ICTC ’

ECDS

HOW ARE SUPPLIERS STLECTED FOR
INVITATIONS?

ARE SUPFLIERS OTHER THAN
MANUFACTURERS INCLUDED?

HOW MANY DIFFERENT COUNTRIES
ARE MAILED INVITATIONS?

A2E TEXDZR INVITATIONS BY
GENERIC NVZ ONLY?

A2E QUANTITIES GUARANTEED 79
SUPPLERS?

K0 ADJUDICATES THE 4%a2D OF
CONTRACTS?

WHAT PEFCENTAGE 07 THE SEisc-
TIONS ARE BRAYD NaVE3?

YHAT ARE AVERAGE LFAD TIMES
FROM ORDER TO DELIVERY?

KOW IS PAYMENT FACILITATED? BY
¥HOM? I ¥HAT CURRENCY?

YJAT IS THE PSVVENT LEAD TIE,
rRON LIINERY 79 SUPPUER
PAYMENT?

TECHNICAL COMPETENCE, QUAL'TY
ASSU:RANCE, PERFORMANCE, FINAN-
Cisl VIABILTY & NUST BE BiPBA-
DOS-BASED

YES

JENDERS COMYTTEE (DOCTCRS, ~
PHARNACISTS & BDS STAFF)

e

~79%
3-7 DAYS

BARBADOS DOLLARS, BY BDS

2-4 WZEXS

TECEXICAL COMPETENCE, QUALITY
ASSURANCE, PZRFORMANCE, FIN3N-
CIAL VIABIUTY; LOCALLY FRODUCTD

QODUCT ) gl‘ .\'OR\LQ-LLY 14P0RTZD

ONLY 5 7OR ENERGENCIES
30

YES

NO

JCTC ADVICES: INTERDISCIPLINARY
COMMITTEE DECIDES

557 é’omi,:qz’
5 1) 224

~2 MONTHS

JCTC THROUGH BANK OF JANAICA

OR COMUERICAL BANKS, USUSLLY IN

U.S. DOLLSRS F X
7

“ECHNICAL COMFETENCE, GUaLYTY
ASSURANCE. PERTOFMANCE, FINAN-
CIAL VIABIUTY & EXPTRZNCE IN
ReGION

YES, ~10% ARZ SUPPIIERS CNLY

AO

DECGIONAL TEXDERS CONMITTEE
(ECOZ NG YOTiXG RIGETS)
~10%

2-3 NOKTHS

ECCB, IN ANY FOREIGN CURRENCY
WOTES N US)

< 42 DAY?

%mm D ’
uM

Pl
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PUBLIC TENDERING FOR PHARMACEUTICALS in the ENGLISH-STEAKING CARIBBEAN

QUESTICN

EDS

IcTC

ECDS

HOW IS GUALITY ASSURED?

¥HsT SPZCIAL ATTUBUTES DOZS
THE SYSIEM HAVE®

WEAT FR00LEMS EaS THE SYSTEN
SPIPENCZD?

SUPPLIER SELECTION AND MON-
TCRING. CONTRACT EMFORCEMENT, &
CRETL

NO GOVERNMINT CENTRAL WARE-
BOUSING 4ND TISTRIPUTION: ¥H)
INFO CENTRE. PAHO TPAINING
CENTRE:; 4UB 0¥ PROFESSIONAL
NET#O02K FCR SASTERN CARIBBIAN

INITIAL RESISTANCE ¥ROM SUPPU-
ERS AND PHYSITIANS; INITIAL
PROBLEMS WITH GUARAMEES;
TOTAL SYSTM COSTS ARE PISIXG
XAPIDLY

SUPPLIER SELECTION AND MCA}-
TORING, CONTRACT EXTORCIMINT, &
CrDTL

JCIC IS ONE OF TYE MOST PROFIT-
AB_E COVERNMENT -CWNED
COMPAXIES; CAN REGULATE RETALL
PRICES AND SUSSICIZL SCLECTED
PRODUCTS: OTEER SZRVICES PRO-
VIDED

INITIALLY SEEN AS TRSTAT BY PRI-
¥ATE SICTOR. CHRONIC FROBLEMS
KITH CUSTOMS CLEARANCE ANG
FOREIGN EXCHANGE HAVE BZEN

LESSENING Qs
2D

SUPPLIZR SELECTION aXJ MONI-
TGTING, CONTRACT ENFORCEMENT, &
CROTL

EXPECTED TO 2T FINANCIALLY
SELF-SUFFICIEXT; PRACTICAL =X~
AUPLE OF OECS FUNCTIONAL COOP-
CRATION; CREATES P2OFESSIONAL
NETWORKS AND OTEER SERVICES

PRICUREMENT PLANKING AT CCUN-
TRY-LEVEL STILL WEAX; VOLUME IN
THE OECS LOW AND INTER-ISLAND
COMMUNICAT:ON/TRANZPORATION
IXPENSIVE

- Luge 11-
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ANNEX
NOTLES OF EXPLANATION ON PRICE COMI'ARISONS

Information fur this compatison was ottaincd from scveral sourccs:

Barbados National Drug Formulaty 88/89
LECDS's Conteact Adjudication Document 88/8Y
Conversations with the Dircetor of the Pharmaccutical Department of JCTC

Scven drugs covering thece common arcas of therapy (unti-diabetic, anti-hypertensive and anti-bacterial) are
includcd.

1, WEIGHTED AVERAGLES have heen used 1o calculate purchasc priccs, in the casc of split su ppliers or
oplional air/sca prices. An cxample of this is demonstrated where JCTC imports LENTE INSULIN from two
different supplices in ratios of 60% and 40%. The samc applics (o CCDS's importativn of AMPICILLIN
CAPSULES, 50% by sca and 50% Uy air.

. UNIT PRICE CALCULATIONS AND CURRENCY CONVERSIONS: BDS's prices, quoted in their
Formulary Manual in BDSS, arc divided by 2 (o convert 1o USS; then multiplicd by the no, of units per course of
therapy or per month. Both JCTC's and ECDS's prices arc derived by dividing pack price by pack size then
multiplying by the number of units per month or course of Ihc'rnpy where indicated.  Ampicilin capsules and
injusien. nanufacturcd locally in Jamaica were converted (o USS at aratc ol J§5.5 = USSI.

3. PACKSIZES can create price variations. Asan cxtreme cxample, JCI'C purchases atenololin blister packs
of 28, and ECDS purchascs in pack sizcs of S0,
A

4, BDS docs nut stock ampicillin capsules, but uses AMOXICILLIN instead. The dosage for this drug is 3
tulm/day comparcd to 4 tabs/day for ampicillin. In order to cquatc this we multiplicd ampicillin capsules by 4 a day
x 7 days and amoxicillin was multiplizd by 3 a day x 7 days,

ACRONYMS
BDS Harbndos Drug Scrvice
CARICOM Carihbean Commuiiity
cnn Caribbean Development Bank
i Cost, Insurance and I'reight
CMO | Chiel Medical Officer
cMS Central Mcdical Stores
CRDTL Caribbean Regional Drug T'esting Laboratory
LECCy Eastern Caribbean Central Bank
ECDS Castern Caribbecan Drug Scrviee
F&T Forimulary and Therapeutics
JOTC Jamaica Commodity Trading Company Limitcd
MOH Ministry of Health
Msi Management Scienees for ealth
PALIO PPan Amicrican Health Organization
PMS Preshyterian Mcdical Services
RIMP Regional Pharmaccuticals Management Projuct
USAID United States Agency for International Development
WilO World Health Organization
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