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EXEC1ITIVE SUMMARY

Over me last six years, the Enterprise Program has gained considerable experience working with
market-based piO\lidelS in the CormuelCial and non-profit sectors to expand family planning
service delivery. The market-based sector is made up of both for-profit and non-profit entities
working in diverse settings to produce, distribute, finance or deliver health care services or
productS.

The goal of Enterprise's work in the marlcet-based sector has been to develop, test, and document
a number of piogram strategies and models, and to assess their strengths and weaknesses in terms
of four impact objectives:

• creating sustainable family planning services;

• attracting family planning acceptors;

• using resources for family planning cost-effectively, and

• leveraging private sector funds for family planning investments.

This paper analyzes the experience of the Enterprise Program in working through the market
based sector to maximize these impact objectives. The paper describes projects in Brazil.
Mexico. the Dominican Republic. Haiti. Ghana, Zimbabwe, Egypt, Turkey. India, Thailand, me
Philippines, and Indonesia. It is important that the lessons from the Enterprise market-based
experience be documented and disseminated. to infonn the donor community about the
oppOI tunities and con6ttaints of working with this very important but little understood area of the
private health care sector.

There~ several reasons that tapping the resources of the market-based sectm' offers significant
opponuoities for both host govemments and donors to expand family planning service delivery.
First, market-based providers have an inherent concern for efficiency and cost-effectiveness;
given their bottOID line orientatioo. they understand the importance of minimilJllg costs. Second..
they are market-4riven; they understand how to rompete in the marketplace. how 10 atInlCt and
~taIn cflents, and how tG take advantage of demand. ThiRi, those that are well established can
shale the donor's financial risk in starting or expanding services. if the~ 00 their investment
is sufficient. Finally, pmspects far sustainability are high, because the livelihood at the IDII'ket
based provider depends upon achieving it. The goal for host governmeRts and donors. then. is
to maximize these market-based ~sourees. usi!:i appropriate strategies at a reasonable cost.

Enmrprise segmented the market-based sector into five categories of settings and providers:

• Individual and JIOUP practices -- including~hyskJ~R. rnidwi~ll ..nd ts"Jttfift~.1

healers;
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• Health service institutions - service providers such as clini~ dispens:ries and
hospitals;

• Health financing instilUtions - entities offering indemnity coverage aDdIor
managed care plans. such as health maintenance organizations (HMOs) and
insurance campania;

• Manufaet:uriRg industries -- producers and/or packagers of contraceptive and
other health care products;

• Retail oudets and middlemen operations such as phannacies that sell
contraceptives and offer information on family planning.

To expand family planning in the private sec1Dr, Enterprise used four implementation SlrIJegies:

• Working through "apex" or "umbrella" organizations - such as trade or
professional associations or family planning agencies -- to~h a large number
of service providers or retailers, who. in tum, reach a large number Gf aa:eplDi~~

• Developing fee-fur-service clinic or "docwr franchising" arrangelDents to
increase the accessibility and availability of family planning services;

• Developing innovative managed care or insurance arrangements to increase
access to family planning;

• Developing public policy initiatives for family planning to reduce barriers to
privatization and to make more cost-effective use of host government resources.

The Enterprise experience has shown that market-based models- require that trade-offs be made
in terms 9f maximizing impact objectives. For example, if me top priority is to establish a self
sustaining market-based interVention that atttacts large numbers 9f acceptors, then wortiRg
through an apex arganization to JUCh medical personnel in private praclice is an effective option.
If the top priority is 10 leverage priY.aIe IeCb' ~89YFGeS, theft W6I'kiftg rhmuglt a ROIl-pmftt

arpnizati9A t9 estaBlish a full-service clinic may be a better choice. Donors workinI in tile
market-1Jued sector need t9 be awan 9f these trade-9ffs, and select pmp'IIl1 .....gies and
models to lIl8XiJDig specific objectives.

As demand for family plannmg cantinues 10 GUtpace me availability of public funds to pmvide
services, it is increasingly important 10 identify new avenues for mobilizing priv. JeCIOI'
",sources to fiD the gap. The Enterprise Program's ground-Inaking wed in the m.-ILet-1Nl1Ied
sector demons1I'8tes its potential as an important new S9urce 9f services and funds for family
.........#
i -- - -- -s

v
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L INTRODUCTION

In recent years. innovative partnerships have been developed between the public and private
seeton of many countries to expand the availability and accessibility of family planning services.
Although the importance of the charitable work of private. non-profit family planning agencies
has long been reccgnized. new avenues to foster private sector involvement and suppon for
family planning are now being sought by host governments and donors alike.

For donors. the most complex and least well known entity worlcing in the private health care
sector is me market-based provider. individuals and organizations which compete in the
marketplace to sell (or to finance) health care products and services. Thete is a wide range of
market-based providers: some sen products and services directly to clients, and lie individuais,
such as physicians in private practice. or institutions. such as private hospitals. Other providers
offer coverage plans to guarantee access to affordable health care. like insurance companies.
Market-based providers may be for-profit or not-for-profit entities. but they have one~ in
common: dleyare in busilless -- and they must realize a profit to stay in business.

The existing literature on die private health marketplace describes its importance in many
countries as a provider of family planning services to cenain segments of me population (largely
the middle and upper classes). The potential for playing a larger role exists. although data and
curTent experience are lacking on what kinds of bmader programs actually wcxt and at what cost.
how to work with the private sector to achieve doctor or government family planning objectives
efficiently, and how much of the market this sector can potentially serve.

Over the last six years, the Enterprise Program has gained considerable experience working with
market-based providers in the commercial and non-profit sectors to expand family planning
service delivery. As the Enterprise Program ends, it is important that the lessons from dtis
experience be documented and disseminated as widely as possi~le. to infonn the donor
cammunity about the opportunities and constraints of working with this itnportant ~ut little
understood area of the private health care sector.

The geal ef EaterpAse's work in the Ina! ket-based sector has been to develop, test, and document
a number of pmgram strategies and models, and to assess their strengths and weaknesses in terms
of four impact objectives:

• Creating sustainable family planning services;

• Attracting family plani1ing acceptors;

• Using resources fer family planning cost-effectively, and

• Leveraging private sector funds for family phnning investments.



In designing marlcet-based subprojects, Enterprise selected strategies and settings wben:: marlcet
based providers can muimj:ze one or more of these impact objectives. Early on.. Enterprise
recognized that to achieve a sustained level of success in privatizing family planning. it was
impor taat to know when the use of a market-based model was appaopriaJe and bow and under
what conditions the market-based sec1OI' optimizes the Enterprise impact objectives. This paper
analyzes that experience and identifies market-based strategies that have demonstrable impact on
expanding family planning service delivery in the private sector.

The rest of paper is organized into four sections. Section n defines and describes the madcet
based sector and explores its importance in expanding family planning service delivery. Section
ill discusses how Enterprise identified market-based providers and how they were motivated to

participate effectively in new family planning ventures. Section IV then describes specific
market-based strategies and models that EnlCI'prise developed. and analyzes them according to

their potential for significant impact in terms of the objectives outlined above. A few non
Enterprise examples of market-based models are also presented to enrich the discussion. Section
V, the last section, presents conclusions relating to the trade-offs ~uired to maximize a
particular objective, along with recormnendalions on the environments under which they can be
met. The final section conclude& with suggestions for further study of the market-based sector,
to assist donors in private sector family planning to assess market-based work in the broader
context of wide demographic impact and public policy.

D. THE MARKET-BASED SECTOR AND FAMILY PLANNING

A. Definition of the Sector

The market-based sector is made up 0f both for- and non-profit entities working in a number of
settings that produce, distribute, finance, or deliver health care services or products. Marltet
based providers function outside the public sector, and meet their financial needs largely with
earnings (and with venture capital, investments, etc.). All market-based providers seek to
maximize their ~nun 00 investment, and market f0rces detennine the growth and direction of
tAeir IMlsinesses.

The market-based provider, thlftfore. has inte~sts that differ fmm those at'the public sector.
The public sector is concerned with increasing family planning JRvalence, pm'ecting or
expanding services to the poor and underserved, maintaining an equitable health service fee
S1l'UCtU1'e, and keeping expenditu~s under camroL The market..UHcI pl9'lider is primaril)
concemed with pmfitalrility, market growth, a stable business climate. and proteCting market
shin by promoting good relations with the govemment and cammunity. There may be, however,
a convergence at' in~sts as well: bath die public and market-based sectors may be concerned
-wRiT j1iuviWng irtgif quaiity serviceS 10 chents, ana 90th may be motivated by- social welfare
concerns. Public pGlicies affecting health care and business operations In of concern to both
the public and mark-et-based sectors: where the public sector is concemed with instituting controls
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to piorect larger political, economic. and social inlCreSts., the martet-based sccttr is cuocemcd
with reducing any legal.~ or tt3de restrictions that prevent it from maximizing earnings.

The range of marlcet-based providers is broad and the settings they are found in are quite diverse.
Enterprise segmented the market-based sector inID five categories of settings aDd providers:

• Individual and group practices - including physicians. midwives and traditional
healers;

• Health service institutions -- service providers such as clinics. dispenSe.-ies and
hospitals;

• Health financing institutions - entities offering indemnity coverage and/or ~
paid health service or "managed c~ .."C" plans, such as health maintenance
organizations (HMOs) and insurance companies;

• Manufacturing industries -- producers and/or packagers of contraceptive and
other health cace products;

• Middlemen and retail outlets -- operations such as pharmacies that sell
contraceptives and offer information on family plan.~ing.

Mmet-based providers are found in the urban. peri-urban. and rural areas of nearly every
developing country. although they are displOportionarely located in urban areas. They operate
in both the formal and informal economies. CountriesNith more active private sectors will have
greater numbers of market-based operations, however. countries widt less dynamic private sectors
will have them as well. e.g., off-duty govemment personnel in private practice and traditional
practitioners such as birth attendants and healen.

There are important di~nces between for- and non-profit market-based providers. On the for
profit side. a market-based operation may be "proprietary", that is, owned and operated by
individuals or groups of service providers. After-tax pmfits accrue directly to these

• ~. A for ,Iar.. operation may also be an institulioo owned by investor'S who have
little or no direct involvement in managing the business. The after-tax profits ultimately accrue
to these "off-site" investors du'ough dividend distributions or increased equity. While consistendy
preserving a good image, a for-pl'Jfit provider will emphasize earnings growth GVef social welfare
concerns. and services and products will be offered at unsubsidized prices to clients ",ho can
affoni to pay.

Non-profit market-based pmviders 00 the other hand, are generally tax-exempt entities which are
charteft'.d far a social welfare purpose. "Profits" (surplus income) are reinvested in the business.
iiiid- -are-~ w latU;; -g 01 ganizatiUn' s manoate -- Jneel1Rg the beaItIl care needs of the
oommwtity it serves. The typical non-profit provider is overseen by an unpaid bo8rcI of trustees.
Because the Mganization is a noo-profit, it may hllve easier access to any subsidized inputs
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offered by the public sector (e.g.~ free counoodities., concessionary financin~ or technical
assistance). A market-based non-profit provider is not a charity~ bowever~ and it does not depend
on donations; it comperes in the marketplace and survives by ensuring a healthy bottom line.
Any services and products offered at subsidized prices must t:e compensated for by surpluses
generated elsewhere. In recent yeJS, as competition has grown fierce, non-profits have become
creative in diversifying their operations - establishing for-profit subsidiaries., undertaking joint
ventures, and ancmpting franchising 3JT3Ilgements. Thus the operational distinctions between
non- and for-profit providers are becoming less evident The Entetprise Program publication
"Promoting NGO Sustainability: the Lessons of Enterprise" provides further discussion of the
attitudes and practices of NGOs in business.

B. The Role of the Market-based Sedor in Family Planning

Existing data show that the magnitude of family planning services provided by the market-based
sector varies greatly, both across and within legions of the developing world. A 1988 study by
Lewis and Kenney] on what is referred to as the private, commercial sector found that in a
sample of developing countries, the ~entage of contraceptive methods obtained in this sector
fell over a huge range: from less than three pen;ent in Nepal to 100 percent in Paraguay. The
study also found that due to these wide variations, there were no clear patterns of family planning
use in the commercial sector among countries within specific regions. The percentage of
methods provided by the commercial sector varies from three to 42 percent in As~ eight to SO
percent in Afric~ 16 to 100 percent in Latin American~ and 21 to 69 percent in the Near East

The lack of good data makes these wide differences difficult to explain. Counuies with large
and well established government supported family planning programs tend to have the largest
share of acceptors using public services, which reflects several factors: first, that subsidized
family planning programs in the public sector that are well managed will atttaet acceptors, and
satisfied acceptors have little incentive to pay market prices for services; i.e.~ that a sttong public
sector family planning program is effective competition for the private sector. Second., that
income levels also detennine where the family planning acceptor seeks services, with higher
income groups tending to obtain services in the commercial sector. Th~ and just u important,
that incentives gr cHsiAceAti~te private in~estment in family ptanning playa large role in how
active the commercial sector will be. Restrictive government policies may keep the size of the
commercial sector relatively small, and public sector subsidies may distort the marketplace,
malting the commercial sector less competitive. Thus, if the marketplace for family planning
were truly "free," a very different pattern of usage might emerge.

'the Lewis and Kenney study also shows that, in the majority of countries survey~ the public
sector tends to playa larger role in providing clinical methods (e.g., surgical contraception,

1 M. Lewis and G. Kenney, The Priv8le Sector and Family Planning in Developing Counlries: Its Role.
Achievements and Potential (Washington, D.C.: The Urban Institute, 1988)
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IUDs), while the COl1lWtJcial sector tends to dominate the market for supply methods (pills,
condoms, etc.). This may be due in pan to the higher cost of clinkal methods, whi~ without
public sector subsidies, would make these services too expensive for many lower income couples.
The utilization of COlIllDeICW sources for family planning is also higher in urban than in rural
areas. as a larger proportion of COlnmetcial service providers are urban.

As the demand for family planning services increases and government resources for family
plamring become increasingly scarce, there is growing interest in shifting some of the buroen of
service provision from the public to the private sector. To shift this burden, host governments
and outside donors are seeking ways to mobilize :he resources of all segments of the private
sector, including both the workplace and the marketplace. There are several reasons that tapping
the resoun:es of th~ market-based sector offers significant opportunities for both bast
governments and donors to expand family planning service delivery. First, market-based
providers have an inherent concern for efficiency and cost-effectiveness; given their bottum line
orientation, they understand the importance of minimizing costs. Second, they are market-driven;
they understand how to oompete in the marketplace, how to attract and retain clients, and bow
to take advantage of demand. Third, those that are well established can share the donor's
finandaJ risk in starting or expanding services, if the return on their investment is sufficienL
Finally, prospects for sustainability are high, because the livelihood of the market-based provider
depends upon achieving it.

DI. ACCESSING THE MARKET-BASED SECTOR

A. ~nterDrise Goals and Stntegks for Market-Based Programming

The goal of Enterprise's work in the market-based sector has been to develop, test, and document
program slnltegies and models which successfully expand family planning service delivery by
mobilizing the resources of the private health care marketplace. To achieve program success,
Enterprise has attempted to develop market-based strategies and program models which maximi~
the largest number of family planning impact objectives. That is, Enterprise l1I8iI'tains that
market-based~ sheuld be designed to be sustained, to amac! a large number of
acceptors, to use reso~s cost-effectively, and to leverage private sector funds.

The implementation strategies of Enterprise market-based projects can be categorized into four
groUpS2:

• Warking through "apex" or "umbrella" arganizations to reach a large number of
service providen or retailers, who, in turn, reach a large number of acceptors.

2 S....tegies involving cOIIII'8Cepbve production and social marketing. which. work in the nuotret~bued

!leCtor, are not included in Ihis study for two reasons. Enterprise had only limited experience with such iPlJiC*:hes
and the non~Enterprise implementation of these strategies has already been extensively documented.



These organizations may be professional and trade associations, family planning
agencies, 01' coopcntives;

• Developing fee-for-semce mangements to increase the accessibility and
availability of family planning services. Such arrangements include full-service
clinics and "doctor franchising" piogI3lDS;

• Developing innovative managed cue mangements to increase access to family
planning. Exploring the feasibility of establishing health Vlans compaising
family planning services (e.g.• health maintenance organizations) and wodting
with insurance companies to expand coverage for family planning are the
primary focus of this strategy;

• Developing public policy initiatives for family planning to reduce barriers to
privatization and make more cost-effective use of host government ~soun:es.

B. The Enter..... Marketing ADp!'08dI

Through experimentation and ello.,erience, Enterprise has developed a corupaehensive approach
to identifying market-based individuals and organizations with the highest impact potentiaJ.. and
marketing new family planning business oppoItunities to them. Selling possible business
opportunities in family planning to market-based health concerns means convincing them that
participating will meet their enlightened self-inte~stThe most successful market-based ventures
have been those where Enterprise's intent to maximize impact objectives have coincided with the
business. financial, and service interests of the private providers themselves. A critical pan of
market-based programming. therefore, is zeroing in on that part of the sec1Dr where this
coincidence of objectives and interests is likely to occur, and then selling me market-based group
or individual on the new initiative.

1. IdentifyiRg Dl8rket-lNuJed 8ettinp and providers

Becausc ErnelpHe has roellssed on developing and testing a wide ran. of market-based
S1J'aIegies and models to demonstrate their feasibility. most market-based projects have been in
countries with a varied and dynamic private sector (e.;;.• Thailand, Mexico). Another cri~rion

for country selection is the lack of legal baniers to or ~strictionson private sector operation IIld
expansion.

After country selection, a "map" of the country's market~9ased sector should be developed, to
identify potential settings and providers and to rate each in tenns of sustainability prospects and
impact potential. Guideposts on the marketing map include:

• The range and numbers of potential providers in the health service marketplace;
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• The types of maIket-based settings where providers arc found;

• Providers' revenue mix (fee-for-service, subscriber fees, national or private
insurance plans. private and/or public contracts, donations, etc.);

• The size and characteristics of the health services and family planning market;

• Prospects for expanding existing markets and/or capturing new ones;

• Prices charged for family planning services in both the public and private
sectors.

Additional demand-side data may also be examined. such as household expenditure on health and
family planning services. cum:nt sources of health-related goods and services. and how
expenditures differ for different income groups.

The most promising potential project sites are those that:

• Allow access to a maximum number of providers;

• Have the greatest number of success factors, such as:

• an operating business (or businesses) with good performance records;

• a competiti.ve range of services offered or covered under pre-paid or
insured schemes;

• competitively priced services or managed care packages;

• a sizeable untapped market for family planning. or good prospects for
family planning acceptors transfening from the public sector.

The flext step U to ascertain the feasibility of launching a family planning venture and to market
the idea to the potential provider.

2. Motivating the ....rket·bued provider to participate effectively

To market the prospective family planning v~ successfully and to IRSIn eft"eetive jeint
participation during start-up and implementation. Enterprise used appraisal and mameting tools
to demonstrate the viability of the family planning business opponunity and to prove that both
the private providers' and the donors' interests would be satisfied. Another imponant motivating
iacM. from me pnvate provukrs' perspeenve, were the essential Inputs Enterprise offered in
tmns of training, materials, and technical assistance. The four critical steps in developing
successful market-based ventul'es are elaborated below:
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SteD One. DelllOllSlnting that the fiDanciaI interests of the provider will be
satisfied, through tools such as pre-feasibility and detailed feasibility studies,
business plaM, market assessmeuts, or cost-bet.efit analyses.

There is always the risk that the findings r;.nerated by these assessment tools may DOt
be persuasive enough to draw the provider into family planning service delivery. It also
may be found that the requirement for start-up capital is unacceptably high to the
potential donor. Thus feasibility studies and other assessment tools are essential
investments. The prospects for positiv~ findings are most likely when:

• Evidence exists that substantial numbers of target clients a1Jeady pay for
health services;

• There is a reasonably well developed private health sector that
demonstrates the profitability of primary health services and/or insurance
plans;

• Sufficient financial resources exist locally to share at least some of the
stan-up costs;

• Government policy suppons privatization and encourages market-based
operations;

• Local service providers and/or insurers play an active role in the study as
co-sponsors, co-funders, data sources, and/or discussants.

Step Two. Developing the provider's capacity to provide family planninl in •
business context, by providing technical usistance, training, and materiall.

In environments where providers are already finn)y established in the health Iel'Vice
marketplace, capacity development is a straightforward and potentially cost-efticient way to
increase and maintain participation in new family planninl ventlRs. MedieaJ personnel in
private or group practice, phannacists, and drugstore retailers are excellentcandidates for
training and technical assistance. Becausc a large body of technical training materials
already exists, this step involves relathely low-risk investments with JOOd potential to
increase service availability, especially if the following conditions are met:

• Providers are already penuaded that involvement in family planning
service delivery is in their best interests;

•~...= _..1_....... a.........,:~L_'" :_ ..... _:_. -- .. JI •• • ••
.• ~ IU1Ca%i,acaonalicu ur UU3liiC33 lIIlU"~easIly expSUQ lIEIr

services. Alternatively, there is an excess of un- or undct'-employcd
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providers (e.g., physicians, midwives, or nurses). who seek opponunities
for privale secta' practice;

• Local. affordable support systems exist to reinfon:e or update training, or
to provide continuing teehnical assistanCe. if needed;

• There is ample demand to support market-based family planning providers;

• There is a profit potential in extending services to underserved areas.

Step Three. Positioning tile provider in the marketplace by giviDg an edp over
potential competitors ancIIor enbancing status as a family planninl IerYice
provider.

In a competitive business climate. any innovation or new service that will differentiate
-- in a positive way -- one market-based provider from all other competitors is a
powerful advantage. This is especially the case if the provider receives free advertising
and significant exposure to enhance status or professional legitimacy. Any paogram that
assists providers to position themselves better in the marketplace is a strong motivaaor
and is especially effective when:

• There is active competition among providers for the same clientele;

• The marlcet-based sector is growing;

• There are upportWlities to link lower-prestige providers with higher
prestige institutions in the same community;

• Providers feel that status or reputation strongly influences the family
planning client's choice of service provider;

• The regulatory ~limate pamits the p8fticipation of diverse pio.idets in
family planning service delivery;

• Providen reel that participating will help them influence public po6cy and
replations governing various aspects of their businesses.

Step Four. A.....n..' lor or IIIpplyin,1ftcI capital lor the start-up 01 • family
planninl venture.

De- inJ3Uiii -of simt-up capital leqaiIed depends entirety on me~ orifie business
and the provider's financial history. In settings ""hen the focus is on introducing family
planning through private practitioners and small clinics. the requirement for start-up
capital may be relatively modest. Very often, these providers have little or no credit



bisacry and will have difficultly obtaining loan or investment capital from cumwetcial
soun:cs. On the other~ a large market-based health financing institution like an
insuraDcc company or an HMO may need substantial funding to move into the fa.Uly
planning arena. Tbese operations are more likely to have previous experience in
obtaining commercial credit. or may have access to funding through a parent company
or investor group. If concessionary financing through non-eommercial (e.g., donor)
sources is req~ there are several conditions that enhance its appropriab:ness.
including the following:

• Participating providers share pan of the financial risk;

E An apex organization exists to manage and oversee the program. if
working with a number of small practitioners and/or clinics;

• Qualified providers view family planning as an attractive investment
opportunity;

• There is a large enough market for the new service to assure sufficient
return on the provider's investmenL

Once the "sale" was made, and a joint venture in family planning was launched with a private
sector partner. the Enterprise Program conducted monitoring and evaluation activities. to ensure
smooth implementation and to assess lessons learned and identify opponunities for replication.

IV. DEVELOPING REPLICABLE MA~KET·BASEDMODELS; RIHlJ,.TS ANn
IMPACT

As the most difficult sector to access and in which to develop a portfolio of subprojects. most
marltet-based subplOjects were ini1ia1ed on1y in the fina~ years of the Enterprise Pmgram.
M<nover. lIOIDe of the most interesting and innovative of Enterprise's 1DIl"ket-ba8ed. work
encompass only the feasibility study or planning stage. In spite of the ~l.tively short time
frame, the Enterprises Program's experience reveals useful infonnation about the complexities
inherent in waiting with the lD8Iket-based sector, and the he potential mdlis aector as a means
to expand famiJ.)' planning service delivery,

This section explains how Enterprise secured and sustained the participation of market-based
providers by:

- Working through apex organizations;

- Establishing fee-for-service operations;
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- Developing insured or managed care plans., and

- Developing privatization policy initiatives.

Examples ofmarket-based program models tested under each strategy are illustrared and analyzed
according to their pocential for achieving the four impact objectives: sustainability. aaracting
acceptors. cost~ffectiveness. and leveraging.

A. Strategy: Working throop Apex Orpnizations to Reach a Lam Number of
Service Providers or Retailers

1. Settings: Individual Service Providers

Enterprise worked through local professional associations to reach medical providers in Ghana
and India The Ghana Registered Midwives Association (GRMA) and the Indian Medical
Association (1MA) teameaA up with the Enterprise Program. in the former case. to saenpen the
business management practices of members of the Ghanaian midwifery association. and in the
latter. to upgrade the quality of oral contraceptive (OC) counselling and services offCIed by
physicians in the Indian association. Working through the two associations (wbose memberships
also include public sector professionals) has the potential for widespread private sector impact:
there are 600 midwives in the GRMA and 78,000 medical professionals in the IMA.

Although the types of training that were offered by Enterprise to the two associations differect,
there are similarities between the two subprojects. First, the associations~ targe1ed because
of their access to large numbers of cumnt and potential family planning clients. Second, both
subprojects involved training association members as trainers and technical assistance providers
to minimize the need for continuing technical support from donors. Third. most subproject start
up funds came from the Enterprise Program (and other donors), not from the associations 01' their
membership.

The goal of the subpn)ject wim the IMA wu to give selected physicians advanced training in
modern spacing methods. especially in prescription of and counselling for oral comraceptives.
Studies have indicated that lack of physician knowledge was preventing the pill fmm being more
widely prescribed in India. This along with inadequate counselling on OC side effects were
barriers to continued use among the younger couples that prefemd a reversible family planning
method. Enterprise conttibuted about $72,000 to the subpmjecl (IMA contrihuted about
$10.(00). to develop the capacity within IMA to train member doctors in OC 1eChnoIOl}',
counselling. and infonnationleclucation/communication (lEe) techniques, and to implement a
service demonstration project in three states.

Physician training is to continue after Enterprise with support from IMA, the Ministty of Health
and Family Welfare, and USAID. The Ministry is already fundin~ parallel ttaining of IMA
physicians in other states. IMA intends to network the program with the cormnercial and
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..
industrial sectors. including pill manufacturers 3Dd distributors, and to charge fees for traia-ung
and services.

The Ghana midwives subproject revealed a great deal about the potential of using thi~ sttategic
model to expand family planning services. Enterprise's su~5ect with the GRMA (ti1e budget
for which totalled $65,895) was pan of a much larger USAID-supponcde~ spearheaded by
the America College of Nurse·Midwive~(ACNM) to stre!tgtilen the association and to stimulate
the involvement of G~"Ul'S private sector midwives in family planning. The overaIl GRMA
project is one of me most intensive efforts to date to mcrease the participation of nmket-based
providers in a country with sev~rely coostrained public health resourees and large, underserved
populations. The GRMA received assistas~ froo1 a number of USAID cooperating agencies;
Enterprise provided training in business management Although the trainees were ahady
activelyoper&ting businesses (their practices or maremi1y homes), their management skills were
weak and they w~ poorly positioned to manage more complex opentions or to enjoy the
finandaI benefits of p.n j~creased and lIlClI'e diverse clientele. Enterprise funded the development
of a new business training manual speciall,. geared to the needs and understanding of small
health service proviC~iS like midwives, and sponsored nine business skills IrIiDiDg courses for
member midwives. The cuniculum included business planning, marketing, costing and pricing
of services, sales planning, record keeping, and staff development. The materials developed for
the GRMA traimng were adapted at Enterprise headquarters mto the publication "Basic Business
Management for Small Family Planning Businesses." now available in English, French, and
Spanish.

One of the main activities of the Ghana midwives progrm. and a major reason why m~dwives

participated, was to help position registered midwives in !he marketplace as family planning
service providers. Though midwives have always ~~n highly respected in the local community,
many began noticing a decline in business prior to program stan-up. These declines were
attributed to the increasing number of physicians opening maternity clinics. Since physicians
have higher status, many cHents transferred their patronage ,"0 the new clinics. The GRMA
program incllW..oo many public relations and marketing initiatives which provided considerable
publicity (e.g., recognition at public funcbOils, distribution of unique sirs and wall logos, and
coverage in the local~). As a~ midwives Iuwe become respected plOYidelS of family
planning services, GRMA's own image has ill'proved, and GRMA membership has grown.

In tenDS of program impact, 240 midwives are new providers of family planning services in
Ghana, and these services are being sustained. All program panicipants have incoIporated family
planning services as a pennanent pan of their businesses. The midwives are now able to me"ap
their practices in a more businesslike manner and their profits are higher. On the averap, the
monthly profits of Ghana midwives increased by 1S ~ent after family planning services were
integrated into their practices and business skills training was received, though the percentage of
~ hisawc Cmiied ftom- family pianning se•• ices lange« coosiderably, ffiiii sui to U pereent.
Working with the GRMA provided clear evidence that when the financial interests of marltet
based providers are met, family planni'lg service delivery will be sustained. Moreover, the
documented financial returns have been an enticement for other midwives to join the program.
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Family planning acceptor Dumbers have also met expectations: between May 1988 and
September 1990. the midwives newly offering family planning attracted almost 19.(xx) acceprcrs.
It is interesting to DOte that the midwives who received IUD-insertion training in addition to
staDdard family planning training were particularly successful in attracting acceprors. In a two
month comparison with midwives who only n:ceived srandani training, the group with IUD
training attracted 107 to 836 perceDt more acceptors and logged 19 10 44 times as many revisits.
Conditions were perfect for simultaneously increasing acceptors and filling a new market niche.
By satisfying the umnet demand of the marketplace for' IUDs, midwives were serving effectively
as family planning prmiden:. while also augmenting the profitability of their practices.

In terms of the cost-<ffectiveDess of donor funds used in the Ghana midwives training program,
only a rough estimate of cost per acceptor can be made. Due to the large Dumber of cooperating
agencies involved in the program, it is difficult to determine accurately the total cost of the
program. A conservative estimate sets the figure at $1.5 million, which yields a donor cost per
acceptor of $79. It is important 10 ~member that this figure will deczase over time as program
costs are amortized: financially self-sustaining midwife practices are continuing to attract
acceptors without additional inputs of donors funds. That is. the donor cost per acceptor becomes
smaller over time as the numerator (cost) of the equation stays constant and the denominator
(acceptor numbers) grows larger. Amortization is a key concept when evaluating donor inputs
to private sector programs.

1. Setting: Retail Outlets

Enterprise promoted family planning service delivery through retail outlets in Thailand by
working with phannacists and non-phannacist owners of ~tail drugstores. A somewhat similar
effort was initiated by SOMARC in Ghana in the late 19808 as pan of a social marketing project
aimed at increasing prevalence by distributing subsidized contraceptives. SOMARC trained
traditional chemists and phannacists to assist potential users in selecting an appropriate
contraceptive, and in identifying and avoiding side effects. The premise was that a retailer will
promote and sell products (contraceptives) that are profitable. As retailen puadlased
eontraeepti~es that~ priced below market and tnen sold them at a mark-up. the project
demonstrated that this premise was correct -- it was prnfitable to J'IOII'C* family planning
products, and thus, retailers promoted them to clients.

The Enterprise subproject in Thailand did not involve contraceptive distribution. Since Thailand
has one of the highest conttaeeptive Iftvalence rates in~ th8 obje£~ iR me Thai project
was not to J'IOII'C* coo1nCeptives but to ~uce the increasing number of contraceptive failures
from OC misuse. Thailand's 8,000 drugstores playa key role in OC service provision. In the
private sector, they m the most important source for OCs, accounting for 61 ~ent of cvcles
provided m man Ras. urar contraceptives, which comprise about 87 percent of a drugstore's
family planning commodity sales, are sold by nearly aU drugstores in the country and are
available without a prescription.
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In spite of the high contraceptive preval~ tben= is a large and rising number of IepOIted
UDwantedpre~ many stemming from inconect pill use. A study done on 0Cs in Thailand
iDdicaJed that users who purchased 0Cs froct drugstDl1:s were the most likely 10 forget to take
the pill The conclusion of the study was that differences in use and compliance with respect to

source most likely stemmed from differences in instruction and supervision provided. Women
who purchased their pills in drugstoo:s were unlikely 10 receive insaue:tion on use and side
effects unless they specific:ally requested it, and even then the infamation given was often
incomplete or incorrect.

As a result of these findings. the Enterprise Program collaborated with the Program fa
AppropriaJe Technology in Health (PA1M) on an initiative to upgrade the quality of oral
contraceptive services delivered by drugstores in two provinces. Total funding provided by
Enterprise was $109.569. The subproject brought IDgedter the professional assoc:iarions
representing both pharmacists and non-pharmacist retail drugstore owners. and linked them with
sources of pharmaceutical and counselling expertise at the two local university schools of
pharmacy. The goal of the project was to reduce misuse of DCs by improving the quality of
service delivery at retail drugstares and raising consumer awareness of correct OC use. like the
earlier activity in Ghana. the Thai model tested the hypothesis that dIUgsu:es would be interested
in participating in the project because it was good for business. and that what was good fa
business would improve family planning service delivery in the country.

As in tile apex model employed witll tile GRMA and the IMA. developing the subproject
participants' capacity and positioning tIlem in the marketplace were important incentives for the
260 dIUgstore operators to join and sustain the program. Although OCs sales are not a large pan
of a dIUgsrore' s business. improving the quality of the service provided to customers was seen
by operators as giving them a competitive edge. If pill customers apprecia1ed the service they
weM getting. they could be expected to return for other products and to refer their friends. In
addition to training in OC technology. counselling. and customer service, panicipants received
reference materials. posters. and stickers promoting proper DC use. free advertising. and special
recognition.

Nonwphannacist drugstore OWneI S who make up the vast majority of the drugstore trade in
Thailand particularly benefitted from tile subproject. Although successful in business. tbese
owners have less legitimacy because they are not phannaeists. Moreover. government regulations
are more restrictive on their services. By participating alongside pharmacists, both their image
and Slatus as service providers were elevated. As training was providecl by prestigious local
universities. their legitimacy as service providers was fuItber 8nltaneec.t. The uftiwnities al10
benefitted by fulfilling their mandates to panicipate in local social development initiatives.

A sustainable partnership between the provincial professional associations and the local
universities was ereatea to caJTy me program on without donor support. Discussions for joint
participation in related activities. such as upgrading the quality of antibiotic cOllRselling. are now
underway. and it is anticipated that funding will ceme from the associations' members
themselves.
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Not every market-based impact objective is achieved by working with tetailers. For exampl~
this model is not strong on leveraging priva1C sector funds for subproject start-up. However. if
the primary objective is 10 maximize prospects for the long-term sustainability of private sector
family planning. the model performs very well Evaluation surveys conducted at the end of the
subproject indicate that the drugstore operarors' knowledge of 0Cs and ptopet customer
counselling increased. which has resulted in higher quality contraceptive services for OC clients 
- and, it is hypothe~ in significant numbers of betur family planning acceptDrS. The
majority of drugstore operarors also report that although they take much more time with family
planning clients than before training. the impact has been positive on business volume overall.
Because the new OC services introduced have helped most drugstores compete better in the
marketplace. these services are being sustained.

B. Stntm: Establishing Fee-tor-Service Operations to Increase the Availability of
Family Plannina Services

Two models were tested in the fee-for-service setting: small clinic franchise programs in poor
communities and full-service clinics geared to middle income clients.

I. Setting: Small Oink Fnndlise Programs

In Mexico and the Dominican Republic. Enterprise provided training and seed capital for private
physicians to open small clinics in poor. underserved conununities. Funding in both cases was
channelled through non-profit NGOs. to stimulate the development of independent market-based
family planning providers initially "franchised" by the NGOs. In addition to these projects.
Enterprise sponsored a feasibility study in the Philippines to investigate the possibility of
establishing a similar program there.

The first clinic franchising program funded by Enterprise was inaugurated in Mexico in late 1986
with MEXFAM. the family planning NOO that pioneeted the approach known as "community
doctors." EnteIprise supported the establishment of 30 MEXFAM family planning clinics, 10 of
which had a child survival component. T0t8I func1ing to MEXFAM was $329,044. Under
MEXFAM's angoing community doctors scheme, unemployed physicians are recruited, 1DiRect
and given clinic space and equipment. In addition, MEXFAM funds a local promoter and
provides financial incentives for initial family planning client visits. The clinics operate 011 a fee
for-service basis, and subsidies ftom the NGO are gradually withdrawn. Physicians repay half
of all sran-up costs for equipment and~.

After ~payment. the clinics are independent market-based aperatioos, owned and managed by
private physicians. The amount of time typically ""tuiled to ~ach this stap is two 'years.
MEXFAM IS cUmnuy sfuaytng me ~asons for and implications at the relatively high rate of
physician tumoVeI' within the community OOclms program (approximately 50%). Despite this
phenomenon 28 of the 30 Enterprise-supported clinics now operate without subsidy, including
six that moved from one locale to another in order to find a sufficient client base. It is
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interesting 10 note that tbose with strong children's bealth services were much men: profitable,
aDd hence became sustainable much more quickly, Ihan those withouL From a financial
staDdpoint, businesses providing integrated services may be a better invesbuenL

The Enterprise doctcr franchising program with ADOPLAFAM in the Dominican Republic drew
on this model, but unlike MEXF~ ADOPLAFAM was an entirely new family planning NGO,
with no previous experience in doctor franchising programs. Enterprise suppon to the program
began in late 1988 and totalJed $276,794. Due in part 10 ADOPLAFAM's lack of organizational
experience. it is taking much longer for the fony community clinics funded by the subproject to
break even and to Degir. loan repayments; after more than two years of operation. only ten
ADOPLAFAM clinics have made payments on their loans and only three have fully repaUi their
~bL

As AOOPLAFAM gained experience. it experimented with different clinic seed funding
arrangements. which yielded some interesting results. The first set of clinics under the subproject
received initial seed funding (for salaries. rent, utilities, furniture, and equipment) as well as
clinical and business training and technical assistance. These clinics were heavily subsidized for
12 months. The second set of clinics received the same kinds of assistance, but the subsidy was
gradually withdrawn, beginning in month three. The third set received equipment, supervision,
and training, but the physicians were required 10 make their own investments for other costs.
This transition in funding ammgements seems 1l' have enhanced prospects for clinic
sustainability. as clinics in the last set were closer to bleak:even in a shaner period of time.

Enterprise also examined the feasibility of replicating the clinic franchise model in the Philippines
by commissioning a study late in 1990. The study determined the viability of establishing a
franchise network of 10 rural-based clinics with recently graduated nurses in the Eastern Visayas.
Although the franchise network model has excellent potential in the Philippines to reach large
underserved populations. the study indicated that the need for long-term subsidies is too areat,
and the risk to potential investor'S too high for the proposed market-based venture to be viable.
The reasons for this conclusion are instructive.

The study suggesred that a foundation be identified to provide professional management for the
clinic network fulfilling the "apex organization" role played by MEXFAM and ADOPLAFAM.
However. no suitable organization existed, and a new one would have had to be created. Initial
estimates showed a consistent operating loss at the foundation level. totalling $370,000 over ten
years. Oinics would require ~i,ht years to become profitable. Although alternative models were
explored which significantly increased pr<J5pCCts fur diRie pmfitability and sustainability. the
program Rmains a risky investment with potentially long-tenn donor obligations. And, the
payoff in tenns of numbers of potential family planning acceptors remains unknown.

TIieii are Impmuni lessons to be drawn lmm Enterprlse;s experience with the clinic franchise
model. First, the opportunity to upgrade their c!inicaJ skills through high quality training and
access to training in business management are a major inducement to physicians to participate
in franchising schemes. Second, if the objective is to maximize prospects for clinic
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sustainability, wodting in poor c.-ommunities where only modest fees for services can be charged
means accepting the fact that significant subsidies will be required until the community clinics
are viable operations -~ subsidized contraceptives may be required indefiniaely. Serving
the lower income market also means that clinic owner/opemors will, in all probability, be unable
to pay back the full value of any loan given for sran-up -- concessionaJy financing and generous
repayment terms will be required. Third, to increase prospects for clinic success, family
planning should be inaegratcd with other basic health services (e.g., matemaVchild health) and
clinic~ should share some pan of the financial risk of stan-up. Finally, one of the most
important lessons is that for a franchise-type program to work, the availability of potential
market-based providers and an existing market are not enough. An effective apex organization
also must exist to implement these complex programs; otheIWise, this type of market-based
investment may not be a cost-effective use of donor funds.

An excellent feature of this model is that it can attract very large numbers of family planning
acceptors, and be a cost-effective use of donor funds. The 30 MEXFAM clinics have aaracted
more thL' 64,000 acceptors. In spiae ofprogram delays, the ADOPLAFAM clinics have served
about 11,000 new acceptors and nearly 4,000 transfer acceptors. Cost per acceptor for the
MEXFAM program was less than $2.00. Final tallies are not yet in for full life~f-project

acceptor figures for the ADOPLAFAM project, so cost-per-acceptor cannot be calculated.

2. Setting: Full-Service Oinia

Enterprise supponed the establishment of three full-service health and family planning clinics
geared to serve a middle-income market in Indonesia, Turkey, and Brazil. The clinics were
designed to provide a full range of high quality. convenient, and competitive services in
comfortable sUlTOUndings, to attract significant numbers of paying c1ienaele. Although the model
was applied in very different geographic and social environments, the three Enaerprise-sponsored
clinic subprojects had much in common.

First, all three subprojects were implemented by non-profit family planning NGOs: Yayasan
Kusuma Buana (YKB) in Indonesia, the Turkish Family Health and Planning Foundation
(TFHPF) in Turkey, and centro de Estudos e Pequisas Oovis Salgado (CEPECS) in Brazil.
Second, the three clinics were designed to campete effectively in the market place fur a similar
target population, middle-income clients who could affORl to pay the full cost of services offered.
Third, all three had similar sustainability objectives: to establish profitable clinic operations that
would generate revenue for the NGOs. Revenue were to be used to subsicli.z the charitable
family ~18nning work of these NOOs gr t9 Istablish mere eliftie~.

Unlike the for-pmfit market-based providers who were already in business but needed assistance
to develop their family fJ1lUUliftg skiUs, these non-profit NGOs were experiencecj fAmilv sl8RRmr
orgiillzaiiOns mat needecillelp to sharpen their blisilless skills in the fun-service ambulatory care
setting. YKB and CEPECS had years of family planning service delivery experience; TFHPF,
while new to service delivery, was Turkey's leading family planning promotion NOO focussing
on lEe work and social marketing. To compete effectively in the health service marketplace.
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the NGOs bad 10 provide a high quality, auractively packaged product: a full range of beaIth IDd
family planning services in a convenient, upscale location. To reap maxinmm profits from the
DeW operations. the NGOs bad to upgrade their financial mana~"Cment skills (including cost
control), and learned bow 10 packag"C and price the new services~ly. A great deal of
mention was given 10 positioning the clinics in the marketplace - location and service mix
seleaion were aitical - and suexnsful marlceting StJ:3legjes had to be deYdopcd and aggressively
implemented. Enterprise played a key role in upgrading these business skills. In addition to
providing seed capital for clinic swt-up. Enla'prise assisted the NGOs to develop their business
capacity, duough technical assistance in planning the new operations. financial management,
service costing. pricing, and marketing.

The performance of the full-service clinic model in terms of the impact objectives differs
somewhat from the franchise model. Unlike the franchise model (or the professionaJltrade
association model), Enterprise inputs successfully leveraged private sec:tor funds. as all three
NGOs sham! the financial risk of clinic start-up. averaging out to doUar-for-dollar cost sharing.
This reflects an overall pattern in Enterprise's ponfolio, where the non-profit providers tend to
be more willing than the for-profits to co-inveSL

Regilding clinic sustainability, prospects look good. as all three Ie, or are close to. breaking
even. While CEPECS broke even after 12 months of operation, YKB and lFHPF took
considerably more time than originally anticipated to reach this point: three to four years instead
of die planned two to three. The YKB and CEPECS clinics are beginning to generate profits for
other NGO program activities, and the TflIPF clinic covers nearly 70% of its operating costs
thmugh revenues. Aside from receiving donated or low-cost commodities. the clinics ~ndy
operate without donor subsidies.

It is important to recognize that to maximize prospects for sustainability, all three clinics had to
offer more than just family planning. In fact, family planning has not proven to be a real money
maker. For example, only IS pereent of YKB's clinic revenue comes from family planning.
Integrating family planning with other services was a lesson YKB learned the hanl way. In the
mid-1980s, YKB opened 6 urban clinics in Jakarta that primarily offered family planning. These
clinics COllsistelidy lost money, unfll (fte NOO procured a contnet 10 provide parasite control to
local schools. In 1986. the year before the school parasite control proaram began. revenue from
dle clinics made up only 78 pm:ent of costs (excluding YKB's administralive overhead). By
1989. with a broader range of services. clinic income exceeded costs by 12 percent

In IImDS of anracring family pllAninl acceptors in the marketplace. the experience of the IFhPF
clinic is instructive. Although the clinic was very well managed. offerinl high quality services
in an exemplary facility. it did not meet its targets in anracting many family planning acceptors,
lalply because it did not offer a highly demanded service: ~nsaua1~ q.tRl. Turkey
lin iliijli rate OfTamlTy pTannlng knowledge, but a low rate of correct use of effective methods.
The high demand for MR. may be largely due to high fail\n rates. n was difficult for TFHPF
to compete in a family planning marketplace that offen legal. affordable, and safe Mit without
also providing the service. Instead. the clinic has augmented its women's health service mix

18

I•



(diagnostic. episodiclemcrgency, and prenatal care) to attract more clients, much as the YKB
clinic added parasite control and the CEPECS clinic offered services r3Dging from obs1cttics to
urology.

C. Stratm; Developing Insured or Managed Care Plans to Increase Access to
Family Planning Services

1. Setting: Health Maintenance Organizations (HMOs)

Enterprise sponscnd four studies to analyze the feasibility of extending health and family
planning services to low- and middle-income clientele through HMOs. The organizations
proposed to implement the programs are a non-profit family planning organiution in India
(Sankalp Kiran), a private iDdusttial estate in Indonesia (p.T. Jakarta Industrial Estate
Pulogandung, or lIEP), a rural cooperative in the Philippines (People's livelihood Foundation,
Inc., or PLFI), and also in the Philippines, an established for-profit HMO interested in expanding
into the informal sector (PhilamCare Health Systems, Inc.).

a. Sankalp lOran

The feasibility study, market analysis, and business plan prepared for Sankalp Kiran examined
the prospects of establishing an HMO to serve the employees and dependents of 26 large and
medium sized companies in South Delhi Although the HMO is a new concept in India. the
study concluded that the concept is feasible, provided potential clients can be convinced to switch
from direct payment to a pre-payment plan for health services. The analysis suggests a hybrid
HMO model that incorporates both a new fixed facility and a network of independent. currendy
practicing physicians. In addition 10 a selection of pre-paid packages which offer I choice of
curative and preventive services (including hospitalization), the facility is to provide services on
a fee-for-service basis.

The feasibility study projects that ten to fifteen thousand clients can be enrolled in five to seven
years. The market analysis advises first targeting junior and senior managers at multi-site service
and manufacturing in&1usbies (companies that tend to pay more benefits). Once this group has
been convinced of the HMO's advantages, (e.g., high quality and convenient services at
competitive prices), their employees me to be targeted. Eventually, less aftluent workers covered
by the Employees State Insurance Corpontion (ESIC) are to be targeted. and ESIC has already
been approached by Santalp Kiran.

The HMO is projected to be sustainable within five years, but will need considerable financing
until breakeven is ~ached. Stan-up capital required is about $l.S million. By the fifth year the
HMO is expec1ed to beJin to generate some profits, however~ for SanltalD Kinn. it iR~
nnpOftiiti that the HMO meet Its service objectives than generate profits; the venture need only
be self-sustaining.
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As the market for the new HMO is somewhat uncertain. this is a risky undertaking. SankaIp
Kiran's willingness to accept some of this risk is consistent with the behavior of othCl' non-profit
NGOs that Enterprise bas worked with. SanbJp Kiran is actively seeking a donor or lender to
share that risk by supplying start-up capitalization.

b. P.T. nEP

The JIEP HMO model proposed for an industtial estate in Jakarta differs in some respects from
the one above. Fust, the model involves convening an existing health clinic on the estale to an
HMO, whereas in South Delhi there is no existing facility to build upon, only a network of
independent physicians.

Second, being on an industrial estate of over 260 employers with a "captive" population of
30,000 workers (plus dependents in the estate community), the market is accessible and easily
identified. The study shows the availability of an adequate market among estate industries and
the community (10,000 clients are projected to be enrolled by year five, and 15,000 by year ten).

Being in a middle income uea, it also shows that some workers would be willing and able to pay
a ~asonable premium, that others would pay on a fee-far-service basis, and that the JIEP HMO
operation would be self-sustaining and profitable within three years. Start-ap costs for the JIEP
HMO are budgeted at $344.000, considerably less than for the Sankalf' Kinn HMO. The
projec1ed financial statement for the nEP HMO shows a profit in year tIRe c-~ ~~'I1OSt $26,000.
The costs and profitability prospects are so attractive that local financing from a CGidIDCI'cial
bank, combined with equity investments from lIEP, an investor group, and a local private
medical group will be adequate to cover capital requirements. After seven years, die loan should
be ~paid, the initial investment recovered, and almost $100,000 should be remain in profits. The
Enterprise-sponsored feasibility study (which cost $30,(00), indicates the power of a modest
donor investment w leverage considerable invesunents in family planning by the local private
sector. The public sector measure of cost-effectiveness in family planning is usually defined in
terms of acceptors; however, it can also be argued that a public dollar which pnerales $ lOin
local private investment, as is the case ~, is cost-effective as well.

Like the Sankalp Kiran HMO model, no projectIOnS~ made of numbers of potential ftM!tily
plmutillg acceptors. Family planning acceptors are not separately or specifically targe1ed.
Although preventive services like family planning are essential 10 good health and cost control,
to position itself in the marketplace and be competitive, the HMO must provide and .tvenise a
NH range of affoJdable CIM wi~f! rmd prneruive services. In fact, aMtIiet JIEP study wiD be done
to include hospitalization. It was originally d'''JUlht that hospitalization should be kept out of
nEP's pre-paid package options, because it wOl~d drive costs and the fee S1I'UCtuJ'e up; however,
a ~view of the ~tud-y h~ ~ ID tbI conclusion that fAl' thP. JTF.P HMO en .,W'..-,t in Ittn.cting
large numbers of enrollees, hospitalization must be included.
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c. PhiiamCare Health Systetm, Inc.

The two HMO models proposed for the Philippines are interesting for their innovative features
and the elements of risk they incaporatc. One involves an established for-profit HMO,
PhilamCare Health Systems, Inc., which is interested in expanding into the infonnal sector by
providing services to the Pasay Metro Manila Fish Dealers and Vendors Association. There is
a huge informal sector in the Philippines, so an HMO that can successfully eater to this marlcet
segment could significantly expand private sector family planning services. The Enterprise
sponsored feasibility study found, however, that knowledge about the health status and health
care-seeking behavior of informal workers is far 100 limited to estimate their usage of health
facilities through an HMO. Moreover, it is anticipated that marketing costs will be high, because
these workers have no experience with the pre-payment concept and are wary of iL Existing pre
paid packages offered by PhilamCare are too expensive for the average informal sector worker,
and such workers are not covered by any form of national insurance (unlike the traditional
PhilamCare client). As a result, the potential liability for hospitalization costs is very high; the
potential revenue loss during the three-year test period is estimated to be about S5O,OOO.
PhilamCare is unwilling to undertake the experiment without external donor funding to proteet
against this loss.

d. People's Livelihood Foundation, Inc.

Similarly innovative yet risky features are inherent in the HMO proposed for the People's
Livelihood Foundation, Inc., a rural cooperative in Tarlac. The study indicates that a profitable,
dues-based, managed care system can be developed for cooperative members, provided that low
cost, long-term financing can be obtained. If a standard commercial loan is obtained for the full
investment required ($80,000), the HMO will consistently incur losses during the five year stan
up peri~ and suffer cash shortfalls. To counter this, two options are available, neither of which
is acceptable to members: raising the payments per beneficiary or reducing the number of sites
and service benefits. If, however, $70,000 of the planned debt is converted to long-Imn loans
at below market rares, it could be possible to achieve modest profitability by year five, and to
meet aU debt payments out of cooperative profits. Family planning acceptor figures were
impossible to project given the focus and the low budget of the study, but the number could be
significant: 32,000 members are projected to enroll in the plan in year one, incl5sing to 80,000
in year six.

Pre-paid schemes like these which would extend services to large new populations could be high
impact inter fentiolls. But, given the conservative nature of most tot-profit I1UU'ket-based entities,
donors will have to provide subsidies in the fann of investment capital to lest this hypothesis.
M<eover, given the highly experimental nature of these approaches, traditional measures used
to~tb~ co.st-eff~cJivenessof family rhanniftg I'Innnr ;nv,.CI!T"'ents s..- difficult tG- apply.
For example, the J'I'OPOsed PhilamCare scheme will reach about 300 workers and 1,000
dependents, and will cost a donor about SSO,OOO. Despite a sarong family planning component
planned for the HMO, the bulk of pre-paid package options covers other services, and estimates
of family planning acceptors are not made. However, even if every worker or spouse were an
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acceptor. the per acceptor cost would be almost $170. In comparison widt other kinds of
programs, this may seem like a poor use of donor funds. However, success in such an
experiment could result in the expansion of HMO services to very large numbers of potential
family planning acceptors throughout the Philippines' informal sector. If this occurs. then such
an investment is more attractive. The issue is whether donors will take the risk, seeing a small
payoff in the short-term but recognizing the potential for tremendous 1000ger-lICnD payoffs.

Throughout the discussion of initial donor or lender subsidies, it should be kept in mind that the
countries that now have extensive networks of HMOs and managed care plans. especially in the
Americas, deliberately employed initial federal grants and loans to enable the HMOs to get
started They did this in view of larger policy considerations in the development and governance
of health care delivery systems -- especially with regard to equity and access. preventive care,
cost control, and oversight of the quality of care. Thus. there is every reason to expect that in
developing countries, too. similar grants and loans will be to implement managed care plans.

2. Setting: Insurance Companies

Enterprise did not work with any commercial insurance companies, so the lessons drawn here are
from work done in Zimbabwe and Haiti by another USAID-sponsored private sector family
planning program, Technical Information on Population for the Private Sector (TIPPS). with
which Enterprise collaborated frequently.

TIPPS' work with Zimbabwe's medical aid societies clearly demonsttates the potential of
worlcing with the insurance industry. Medical aid societies are private. non-profit organizations
whose premium rates are regulated by the Zimbabwe Government. For-profit insurance
companies are not allowed to operate in Zimbabwe. Although non-profit, these organizations are
run strictly as businesses and do not depend on donations. There are, however, several
characteristics that distinguish a Zimbabwean medical aid society from a for-profit insurance
company. The societies were created to guarantee member/subscribers' access to affordable
health care; all profits earned by the societies must be reinvested into the businesses to protect
or expand service coverage; and, the societies are exempt from paying taxes on profits. Thus,
a medical aid society does not make money for investors or shareholders -- it has a distinct
service mission -- yet, it must cover its costs and be competitive or it wilt lose market share to
its competitors.

Twenty-six medical aid societies operate in Zimbabwe, the two largest of which account for 85
percent of the approximately 500.000 beneficiaries. TIPPS focussed on the two largest, the
Connnercial and Industrial Medical Aid Society (OMAS) and the Public Serv= Medkal Aid
Society (PSMAS), to convince them of the financial and public health benefits of providing
coverage for family planning. To do this, TIPPS conducted an analysis of the costs and benefits
of adding family planning using the largest society, CIMAS, as a test case. The analysis took
iZ months m complete, mer wliiCll IIPPS sWfDrolCered a service agreement between OMAS
and the national family planning organization, ZNFPC (a parastatal). CIMAS agreed to
reimburse ZNFPC for family planning services provided to its beneficiaries, if ZNFPC would
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ensure service quality and keep good records. ZNFPC already offered high quality services. but
TIPPS had to provide the parastatal with technical assistance to upgrade its record keeping
system.

The entire process took about two years, and involved CIMAS's applying to the Zimbabwe
Government for authority to increase premiums to cover the marginal cost of family planning
coverage. CIMAS began reimbmsing ZNFPC for services provided to beneficiaries in October
1989, and five months later extended coverage to include private practitioners. In early 1991,
PSMAS was given government permission to increase its rates for family planning coverage.
Unlike OMAS, PSMAS beneficiaries will be allowed to obtain services only at ZNFPC facilities.

Family planning acceptor data on CIMAS beneficiaries during the first 12 months of coverage
show that just over 5,000 acceptors obtained services from ZNFPC. In~ less than a
quarter of this number obtained services from private practitioners during the first year that
claims from the private sector were reimbursed. Considering that family planning benefits were
extended to 164,000 of CIMAS' 190,000 beneficiaries, these are rather modest accepIDr numbers.

In tenns of sustainability, the extended coverage for family planning is now a pennanent benefit
offered to CIMAS beneficiaries. Cost-benefit analysis played an important role, by demonstrating
to CIMAS that the society would not lose money by adding family planning, even after increased
administration and overhead costs were taken into account. In addition to calculating required
premium increases, the analysis determined that by adding family planning, CIMAS could avert
over 200 unwanted or mistimed pregnancies and over 1,000a~ons in the tint five years. This
could result in savings to CIMAS of OVI~r $120,000 through a reduction in OB/GYN and pediatric
claims. Interestingly, approximately 30 percent of cunent users covered by CIMAS surveyed
indicated that they would switch from public to private sources if family planning were offered
as a benefit. As public services, including ZNFPC's, are free, CIMAS would incur additional
costs -- but no savings -- for this group of transfer acceptors.

In addition to the forecasted savings, there were other, perhaps even more compelling factors
which convinced CIMAS to sustain its family planning coverage. First, CIMAS wiS~1ed to
cultivate the good will of the Zimbabwe Government which exerts a great deal of conttol over
1M operations of medical aid societies. Secmld, CIMAS saw adding family planning - much
in demand in Zimbabwe -- as an effective marketing strategy to differentiate itself from its
competitors. Third, CIMAS management focussed on the future and saw a changing Zimbabwe 
- one where the largest segment of the population, lower income groups, plays an increasingly
powenul role in the economy. CIMAS' future plans include developing lower cost insurance
packages to attract this IfOUP. one characteristic of which is high feni1ity. In pd dhi9D, eddjng
family planning to help contain the skyrocketing costs of AIDS and other sexually transmitted
diseases was a very strong consideration.

in Haiti. I IPPS worked wtm COfilpagme CYAsstirailce d'Haiti, representing ALIOO. a division
of American International Group (AIG). TIPPS attempted to conduct a family planning cost
benefit analysis, on a much simpler scale than at CIMAS; however, there were many difficulties.
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TIPPS was able to get data on marcmity related claims and benefits paid out, r-t it was not able
to get information on numbers of women and children~ since ALICO does not have a
computerized reconi keeping system for its 15.000 beneficiaries. On the positive si~ ALICO
allowed TIPPS access to its records; several other local insurance companies would not.

Even more problematic to expanding insurance coverage for family planning has been the internal
situation in Haiti itself. The health insurance industry is in tmmoil. Tradition.1Ily. conventional
group health insurance bas not been a money maker for the larger. more stable for-profit
companies like ALICO. and fewer policies are being issued. Small, UDdetcapitalizrd firms are
jumping in to fill the gap. and are slashing prices to attract customers. Many of these companies
have gone out of business. thus fmtber destabilizing the industry.

In this tough economic climate. ALICO is cautious and does DOt want to risk much in the way
of new investment capital in its Haitian subsidiary. If other insurance companies begin to offer
family planning. ALICO may follow to stay competitive. Also. if some of ALICO's more
important group health clients ask for family planning coverage. the company may be willing to

consider it For now. however. not enough is known about how adding family planning will
benefit the company. and much more thorough analysis is required.

D. Strategy: Developing Privatization Policy Initiatives for Family Planoinc to
Make More Cost-Effective Use of Host Government Resources

1. Settings: Individual and Institutional Service Providers, Health Financing
Organizations, and Retailen

Enterprise provided assistance to the Ministry of Public Health (MOPH) in Thailand to help
identify ways to make IJl(n efficient use of the MOPH family planning budget The problem
addressed by Enterprise's work in Thailand is one that an increasing number of advanced
developing countries face: sustaining a high standard of family planning service delivery with
increasingly limited budgetary resources. With Enterprise assistance. creative solutions were
developed to solve this problem. working directly with the market-based sector.

Enterprise contracted with a leading Thai research organization. the Thailand Development
Research Institute (IDRI). to conduct a major study on behalf of the MOPH. The pmpose of
the study. which started in late 1988 and cost $200.000. was to detennine how to effect public
sector cost savings by cooperating with private providers of family planning products and
services and reducing subsidies where applopriate.

Family planning services in Thailand are essentially free to all acceptors. regardless of income.
The Enterprise-sponsored study compared the public sector costs of family plannina service
deiivery With prIces CfiirgecIoy me private sector in M provinces and found diat private prices
wem lower. in some cases. significantly lower. for all contraceptive services offered. To assist
me MOPH to identify efficient market-based providers. an inventory of private practitioners in
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the 20 provinces was also done. These activities demonstrated opportunities for reducing the
public subsidy for family planning and suggested program str?.1egies for transferring clients to
market-based providers. Follow-on funding from another USAID program is planned to test the
effectiveness of proposed privatization alternatives.

An innovative aspect of this policy initiative was calling upon key members of the market-based
sector (officials from the Thai Medi~ Hospital and Oinie Associations. leading privaJe family
planning service delivery organizations. etc.) to review study findings and to plan the follow-on
pilot projects. By bringing together members from both the public and private health care
sectors. Enterprise demonsttated that a mutually beneficial partnership can be established for the
selective privatization of family planning services. Reducing public sector subsidies to ttansfer
clients who can afford to pay and contracting with efficient private sector providers for service
provision to the poor are initiatives that will provide business opportunities for the market-based
sector. At the same time. such initiatives could save significant MOPH resources without
compromising service quality or availability. From a donor standpoint, market-based
progrannning may have the greatest national impact when it is integrated with public sectOI' cost
containment initiatives.

V. CONCLUSIONS AND RECOMMENDATIONS

A. Summary of Lessons Learned in the Market-Based Sector

• Initiatives must be based upon tM best possible information on 1M locallf'lflTlcet.

The strategies and models presented in this paper have inherent risks and opportunities that cross
country and regional boundaries. Yet, as with any development initiative, the inlemal dynamics
of a country -- its economy. government policies. composition of the private health service sector.
etc. -- strongly influence the outcome and replicability of any market-based family planning
program. Careful local assessments need to be done to determine the feasibility of applying a
martet-based model. As shown in this paper. however. such assessments can be excellent donor
investments.

• Donors must identify and provide 1M necessary critical inputs to motivate rtffI1'Ut
based partners.

Market-based providers may require training both in family planning clinical aspects and in
management, as well as material and financial assistance.

i Private providers are motivated by the prospect of improving tMir position in tM
marketplace.
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• Apex organizations are essentitlI to mtmage multi-provilkr programs, and they 1f'IIZY
requiTe sigllijiamt maNlgOM1Il dneltJprM1Il.

• Non-projits are more likely to cost-share than for-profits.

• Mariet-based activities may be upensive by traditional measures, but the lcey concept
is return on invutme1ll. IIIVestnlt1ll com 1I'IIUt be amortized beyond the project
period to get a true picture of cost-effectiveness.

• Projects with large networks ofprovUkrs or with programs serving large beneficilJry
pools have the best potential for wide impact, and for attaiIIing ec01fOlfties of scale.

• Activities which integrate family planning with other Malth services thot Ql"e
projitQble and ill demand, lilce pedilltric or other curative CQl"e, stmrd the best chalice
0/ ji..naJtcial success.

• The Uy factor is profitability. If an activity is profitable, it will be sustlliMd. For
program tkvelopme1ll purposes, it is important to note that profitability (lepends both
on the mix 0/ services the provider offers, and on how well she or he 1I'IQ1IQges the
business.

• Colllinuing subsidies, such as free or low-cost contraceptives, and coltlilllling access
to training and/or technical 4»sistance, may be required to sustllill fIlIIIlity ft1mily
planning service delivery ill the market-based sector.

Some of these issues are discussed more thoroughly below, in the context of achieving specific
objectives and identifying areas for further exploration.

B. "'(_vin. Objectives

The En1erprise experience has shown that few, if any, market-based models In likely to achieve
all four impact objectives, and that trade-offs must be made. By prioritizing the four objectives,
however, program models and strategies can be selected to maximize prospects for program
success. For example, if the top priority is to establish a self-sustlJireing market-baaed
intervention that attracts large NMrtbers 0/acceptors, then working through an apex organization
to reach medical personnel in private practice could be an effective option. If the top priority
is to lnu.f1g4 pr-iwMe 6e£ter fl£96W'Ces, then working duwgh a non-profit CHglhtzallOft to
establish a full-service clinic may be a better choice. Donors working in the market-baaed !leCtor

need to be awlft of these ttade-offst and select program strategies and models to maximize
specific objectives. The range of trade-offs is expl~ to ~ demii hP-1n!¥.,. .Inn: wi""

guidance on bow to optimize achievement of a specific objective.
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L PIoga am Sgstpinability

Achieving ptogmn sustainability is inextricably linked to ensuring the profitability of the marlcet
based operation. Where the financial objectives of the market-based entity have been met,
Enterprise-sponsored family planning initiatives have been sustained ~fme. maxjmizing
prospects for ptogram sustainability means enhancing the profitability poccntial of the marlcet
based operation. Doing this involves positioning providers in the marketplace, developing their
capacity to compere in the marketp~ and providing them with resources to expand family
planning service delivery.

Enterprise's most successful market-based operations have been either those that have incegralCd
family planning with other highly demanded health services, or those that have filled a pn:viousIy
unoccupied market niche (e.g., the Ghana midwives' provision of IUD insenion). As bas been
demonstrated in developed countries as weIl, it is impoltant to note that many marItet-based
interventions will need concessionary financing for stan·up and may require some continued
subsidies (e.g., donated COl IIIJoodities). This will be particularly true for market-based
interVentions that serve lower income groups.

2. Attracting Acceptors

Increasing the accessibility of family planning services by increasing the volume of services
offered in the marketplace is one key to attracting large numbers of acceptors. Direct donor
suppolt to individual providers is costly and a considerable management burden; however,
economies of scale can be achieved by working through apex organizations representing large
numbers of market-based providers, or through managed care institutions with large numbers of
beneficiaries.

Maximizing prospects for attraeting acceptors also means ensuring that pre-project assessments
target the right groups or individuals. Regardless of donor inputs, the family planning I1181ket
for some providers will always be too small to make a program in1el'Vention worthwhile. To
have real impact on shifting some of the family p1al7;,ling burden from the public to the private
sector, acceptors that are not already obtaining services in the private sector need to be tarp1ed.

3. Cost·EII'«tive U. of Donor Resources

The Enterprise experience has demonstrated that traditional measures ofcost-effectiveness (donor
cost per acceptor, typically), are not always appIOpriate when applied to IIW'ket-bued programs.
The experimental Rature 8ftd- sheft time frame of some Elltelptise-spunllOltld lIIItket-tJued
programs did result in relatively high cost per acceptor figures, but this has had no effect on the
programs'long-tem1 fmandal sustainability. In fact, the converse is true; self-sustaining market·
based operations have meant a fallinl donor cost per ~.Pt!Jr .1 ~te~He i"!"It'l aM amnrri".,t

over the ongoing life of the activities.
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MOleoYd, plOgIams which have high initial costs per accepror may also have the greatest
poICDtial for long-1I::nD cost-effectiveness, because of their ability to aaract large numbers of
acceptUs. A good example of this is the HMO in the Philippines inu:rested in expanding
SCI ,ices 10 the informal sector. Within the j",,,ojiate scope oftbe project, costs per acccpux are

high, yet, ex1CDding HMO services to new popula.tions like the informal sec:toI' could result in
very large numbers of acc:epten. Given the risk-averse nature of most marltet-based health
providers and payers, donors will have to provide funding to test the hypothesis that such
investments are ultimately profitable.

4.. Leveraging Funds

To leverage private funds from the market-based sector, EnteIprise had to share some pan of the
risk of SI3Jt-up. In some cases, this was as simple as a feasibility study to prove that the
provider's financial and service interests would be satisfied. In others, capacity development and
seed capital were necessary.

In general, EnteIprise had more success at leveraging funds from non-profit market-bued groups;
they have been mare willing than the for-profits to put up funds for program stan-up. There are
several reasons for this: first, for-profit providers are mare risk-averse, since investment funds
come either din::cdy out of their own pockets or from commercial loans they will have to repay
with inreresL Non-profit providers on the other hand, often have access to low-, or perhaps no
cost sources of capital (donations, concessionary financing, etc.). Second, for-profits must pay
taxes on earnings; typically, non-profits do nOL Therefore, a for-profit's pre-tax profit margin
from the proposed activity must be higher. Third, a non-profit may be willing to forego a higher
profit margin if it means achieving an imponant service objective.

c. Future Directions

As demand for family planning continues to outpace the availability of public funds to provide
services, it is increasingly important to identify new avenues for mobilizing private sector
I'CSOUICeS to fill the gap. The Enterprise Program's ground-breaking work in the market-based
sector demonstrates its potential as an important new source of services and funds for family
planning.

Three key issues in market-based programming still need further work. These issues are critical
for donors, because they relate directly to donor concerns regilding target audiences,
demelftPhie impact, and cost-effectiveness. Additional fiekt experience is mquired for the
following questions to be answeMd conclusively.

1. How mudl donor investment iJ rlGUind to ..hlWI """,,,ati,,••...,.,..
delivery Idte_ to raeh new populations'! What are the potential
risks and payoffs'!
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.,
Donor investments willco~ to~MeUd to test high risklhigh gain marut-based
iJtitiQlives - and the inititIl cost per accqtor figwe mtlY be very high. 1M iss. is.
lIIIIUr whot COIfditioIU should donors ~ willillg to tIJU this risJc, recognizing a small
payoff in the short-urm, but seeing the potential for a trDMndous payoff in *
future? 1M r6U17lSfrom OM-timt. lintited-scopt donor inve~1It in the marketplace
Med to be weighed against the r6UT1lS from the 1IIlIC1r larger, longer-urm inves~nts

characteristic ofdonor suppon to public sector or HGO programs.

2. How eft'ective are market-based progra_ in tra..lemng lamBy
planninglDel"S from the public to the private sector?

More data must be gatMred to uUrmiM the prior service history of clients
patronizing new marut-based initiatives. E1Ilerprise folll'lll tJtm the mojority of
transfer accqtors come from the public sector, bill some come from OrMr private
providers. What is the full pounliaJ reach of tM marut-based sector?

3. Does the support 01 market-buecI initiatives actually reduce the public
burden lor family planning services?

Unless it can be shown that private providers attrQCt clients whofo~rlyusedpublic
sen'ices or MW 'clients who would have used public (not private) services, there will
be little positive impact on public utilization tl1Id upeNlitures for fomily plmuring.
The impact of pre-paid plans that use public facilities for tMir benejicilJries also
needs to be assessed.

Finally, in addition to work ~uired at the field level, there is still much to be done at the policy
level: using the market-based sector to expand family planning coverage will have little national
impact widlout supportive public policies. The Enterprise experience has demonsnted that it
is possible for mutually beneficial pannerships to be forged between the public and the mutet
based sectors. For these partnerships to be effective, however, public policies that reduce baniers
to privatization must be in place (e.g., reducing public subsidies for health and family planning
services for income groups who can affom to pay; loosening ~gulatory contmls in key IJUS

such as pricing, import duties and advertising; instituting favorable tax incentives).

Donors who wish to support market-based initiatives to expand family planning need to be aware
of -- and be prepared to address -- these complex social, political, and economic linkaps. By
doing so, the risks involved can be minimized, and will be more than offset by the many benefits
ef SHeeessful, donor-inspired application of the pliYare markel in meeting pubnc: ends.
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