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ALTERNATIVE SOCIAL SERVICES IN THE TRANSITION
PERIOD

A State-Dommated SocIaL Benefits System

Under the Commumst system In Central and Eastern Europe (CEE) and the fonner SOvIet
Umon, resource allocatIOn for socIal protectIOn was lnghly centralIzed In place In most
countnes was a unIversal benefits system for hOUSIng, health, educatIOn, and
employment, and cash SubsIdIes for famIlIes, the dIsabled and the elderly

Full employment led to a dIstorted labor market as governments strove to employ all
workers regardless of theIr skIlls or the needs of the orgamzatIOns emplOYIng them Full
employment was a stated ObjectIve ofthe Commumst governments, and whether workers
had low pay and not much work to perform, most people were employed In some fashIOn
(unemployment eXisted but was not acknowledged) The educatIOnal system, espeCIally
baSIC educatIon, was hIghly developed, and prepared workers for the state-run
enterpnses Adult educatIOn and trammg, or contInuIng educatIOn, was confined to on­
the-Job trarmng prOVIded by the enterpnses IndIVIduals "Were not encouraged to take
responsIbIlIty for theIr career development, Indeed most workers were expected to remarn
In theIr first occupatIOn throughout theIr workIng lIves, WItlnn the same state-owned
enterpnse

The SOCIal benefits system relIed on broad-based consumer SubSIdIes proVIded by the
state, or state enterpnse-funded educatlOn and health servIces One's Job entItled a
person to hOUSIng, owned by the enterpnse, chIld-care and pre-school faCIlItIes prOVIded
by the enterpnse, and a senes of other SOCIal benefits, dlstnbuted by the enterpnse

The servIces, wlnle SUpportIve of employees, were costly to manage One source
recently estImated that enterpnse managers spent nearly 25 percent of theIr tIme on Just
managIng the employee hOUSIng - "worryIng about plumbIng problems, not profit," he
saId

TranSItIOn Issues m Post-Communist SOCIetIes

As a result of the tranSItIon from a state-controlled economy to a free market economy, a
number of dIslocatIOns have occurred, partIcularly as the enterpnses are pnvatlzed The
commumst systems guaranteed educatlOn, employment, chIld-care, health care, and
penSIOns for all In most cases, these servIces are no longer beIng prOVIded by the state
or state-owned enterpnses

State-owned enterpnses are clOSIng or pnvatiZIng and redUCIng SOCIal contnbutIOns
Dnven by the need to sOOnk a redundant work force, Increase prodUCtIVIty and profits,
many of the SOCIal assets have been spun off Enterpnse-owned hOUSIng has been
largely pnvatized In a vanety of ways, rangIng from condomllllum development to
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outrIght sale to mdIvIduals The dISposItIOn of the other SOCIal assets IS less well
understood In fact, some experts suggest that the assets may have "dIsappeared" m the
confuSIOn ofthe transItIOn

Replacement of the servIces by other state agenCIes IS weak, prOVISIOn of the same
servIces by pnvate groups IS emergmg, but slowly As natIOnal governments stnve to
decrease spendmg, they have cut baSIC servIces and entItlements, wmch then generally
become the responSIbIlIty oflocal governments The natIOnal government, however,
rarely prOVIdes local governments WIth enough resources to proVIde servIces and
entItlements

Women are emergmg as a vulnerable group m Central and Eastern Europe and the New
Independent States (NIS) Women are leavmg the workforce faster than men One major
reason IS that CItIzens and governments can no longer afford chIld-care For example, m
the RepublIc ofKazakhstan, the responSIbIlIty for pre-schools has been passed to the
mumcIpal governments wmch can 111 afford to run them By 1994 enrollment had fallen
to less than 30 percent of the targeted age group, compared WIth 60 percent dunng
commumsm ThIs declme reflects approXImately a one-thIrd reductIOn m aVaIlable
places between 1984 and 1994

The dlsmantlmg ofthe centralIzed systems has created the need for mnovatIve solutIOns
that mclude the contrIbutIOns of the publIc, pnvate, and non-profit sectors Volume I of
the report on alternatIve mechanIsms for provIdmg SOCIal servIces contams four case
studIes The four cases dISCUSS

• pnmary health care servIces prOVIded by the pnvate sector m Ukrame,
• servIces prOVIded by non-governmental orgamzatlons through a contractual

relatIOnsmp WIth local government m Poland,
• owner cooperatIves to achIeve housmg reform m Kazakhstan, and
• the use of cooperatIves to bUIld housmg m Poland
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FAMILY PRACTICE A FOR-PROFIT MODEL
FOR THE PROVISION OF PRIMARY HEALTH CARE SERVICE

IntroductIOn

The Polychmc ofFannly Medlcme (pFM) III Dmeprodzerzlnnsk, Dmepropetrovsk Oblast,
Ukratne, was founded III September 1989 by Dr A V Mostlpan as a pnvate practIce Without
state fundmg The chIDc proVided pnmary care, "famIly medlcme", under Its own msurance plan
In exchange for a flat monthly premIUm payment, the chmc proVided ambulatory care, home care,
medIcmes, and a phySICIan avaIlable at all tImes

Over t1IDe, the PPM adapted to chent requests for partlal state fundmg and a system offees
Bmldmg on the fundamental pnnclple ofsefVlce to the patIent, the chmc reached a hIgh pomt of
membership of 15,000 In 1992 With 80 employees and 25 phySICIans, but, due to a vanety of
external finanCIal factors, enrollment has fallen to ItS current level of 5,600 The quahty of care
and health of the membership are better-than-average yet the per capIta cost of all theIr health
care IS less than halfofthe CIty and oblast averages The success IS achIeved through giVing
responsIbIlIty for most ofa patIent's care to a smgle famI1y phYSICIan The result IS good qUalIty
care With far less use of dIagnostIC testmg, speCIalIst care, and hOSpItal care The PFM expenence
proves that a model ofmcreased pnmary care and reduced speCIalty and hOSpItal care IS
achIevable m the Ukrame ImphcatIOns of expanSIOn of the PFM and Widespread use ofthe PFM
model are dIscussed

Background

Pnor to foundmg PPM, Dr A Mostipan worked as chIef phySICIan and adnumstrator of the health
system ofa large mdustnal plant He left hIs pOSItIon because he could not address what he felt
was the pnmary problem of SOVIet medIcme the system dId not respond to the needs and
mterests of patIents because fundIng and patIents dId not come from the same source When the
fundmg of sefVlces proVided does not come from the person receIVIng the sefVlces, the prOVider IS
not accountable to the person to whom sefVlces are bemg proVided Also, he belIeved that health
care workers needed mcentives to work "harder and better" The expenence ofthe PPM over Its
entIre hIstory, but espeCIally dunng the very dIfficult penod ofthe past two years, prOVides useful
lessons about obstacles to ImplementatIon ofpnmary care systems In Ukrame and elsewhere
WhIle the PPM IS a pnvate for-profit enterpnse, many ofthe pnnclples that have gwded ItS
development and lessons learned dunng that process have dIrect relevance to the development of
pnmary care systems and famIly medicme, whether pubhc or pnvate The PPM has expenmented
With most of the major mnovatIons proposed to reform the health care system ofUkratne The
purpose ofthis paper IS to descnbe the largely successful expenence ofthe PFM With these
reforms
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Health Care m the City of Dmeprodzerzhmsk

Dmeprodzerzhmsk IS a mechum-slZed, heaVlly mdustnahzed CIty that straddles the Dmeper RIver
near the easternmost pomt m Its course m east-central Ukrame All ofthe mdustry and two-thrrds
of the populatlOn are located on the southern (nght) bank willIe the northern (left) bank IS entirely
resIdentIal The chstnbutlOn ofmedIcal fac1htles other than the PPM IS rather unbalanced the left
bank has only one polychmc and one ambulance sub-statlOn, willIe the nght bank has all the
hOSpItalS, SIX polychmcs and SIX mdustnal mechcal umts

History of the EstablIshment of the PFM

When PPM was estabhshed m 1989, It was understood that It would be extremely drllicult to
persuade a slgmficant number of mchVlduals to purchase therr own medIcal coverage Wlule the
Idea ofpayment for better health care sefVlces was not new, the Idea ofpre-payment was qUIte
novel and a major mnovatlOn m the late 1980's Enterpnses, on the other hand, were accustomed
to financmg medIcal and recreatlOnal facIlIties for theIr workers Most large enterpnses already
had theIr own medIcal facilitIes, although they often served only theIr workers and not the
workers' famIlIes WorkIng With small firms also had the advantage ofmakmg It eaSIer for the
firms' managers to Judge the workers' satIsfactlOn With theIr famIly's medIcal care

ImtIally, PPM was able to enlIst 25 firms With 5,000 workers and dependents The PPM
management petitlOned the CIty Health AdffilmstratlOn for permlSSIOn to operate mdependent
"polychmcs for famIly medlcme" On September 26, 1989, the CIty Health AdnnmstratIon
ordered the creatlOn of an expenmental self-financed famIly medlcme po1ychmc and contnbuted a
smg1e telephone hne

In January, 1990, enrollment reached 10,000 workers and dependents The program was SImple
In exchange for a flat monthly fee (eIght rubles per month), the chmc proVlded ambulatory care,
home care, medlcmes, and a phySICIan aVailable at all times Because the PFM chrector beheved
that much ofthe care gIven m hOSpItals could Just as well be proVlded at a chmc or at home, the
program effectIvely mcluded a great deal ofhOSpItal care

Imtlally, the only phySICIans practlcmg m the PPM orgamzatIon were Dr A V MOStIPan, the
founder, and ills brother TheIr only facility was a smg1e rented room, most care was proVlded at
the patient's home or place ofwork By the end of 1990, the PFM staffhad mcreased to 8
phySICIans, and for each phySICIan a car and nurse were aSSIgned They also succeeded m
obtromng from the CIty a kIndergarten bU1lchng that had been closed m chsreparr After extenSIve
remodelmg and repairs done at the expense ofPFM, the buIldmg now serves as the pnncipal clmlc
fac1hty

By October 1992, the PFM had enrolled 15,000 members and had 80 employees, mcludmg 25
phySICIans Because enterpnses began to object to paYing the full cost ofPFM sefVlces as they
were also paYing taxes for pubhcly funded servIces, attempts were made by PFM to obtam
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government fundmg Reforms m the health care budgetmg process m 1llld-1992 allowed the
oblast government to pay PFM a fixed amount for each enrolled member (1500 karbovantsev per
person per year) ThIs occurred near the begmmng of the penod ofhypennflatIOn At the
1D1t1atIOn ofgovernment funchng m October 1992, the government payments represented 80
percent ofrevenue because enterpnse premmms had been eroded by InflatIOn Subsequently, the
ratIO ofrevenue C01lllng from the government to enterpnse contnbutlOns has fluctuated WIldly
WIth the contmu1Og econOmIC cnSIS m Ukra1Oe, the number and SIze of econoIDlcally VIable
enterpnses has decreased and enrollment has declmed to Its current level of 5,600

OrgamzatlOn of the PFM

Today, the PFM has 16 phYSICIans and a total of46 employees There are 5 pnmary care
phySICIans, 11 speCIalIsts (mc1udmg a surgeon, an ophthalmolOgIst, an obstetncIan-gynecologIst,
an otolaryngolOgIst, a neurolOgIst, a CardIOlOgIst, an endocnnologlst, a dermatolOgIst, and a
urOlOgist) They are chstnbuted among the pnncIpal chmc, located near the center ofthe CIty, and
two satellIte offices located m left bank reSIdential areas

Each office has exammation and consultatIOn rooms and a procedure room for
electrocarchograms Four mdustnal enterpnses, subscnbmg to the PFM, proVide chspensanes for
whIch PFM proVIdes management superVISIOn and supplIes

Table 1. PhySICians per 5,300 Population (pFM clIent populatIOn)

PhySICian Category Dmepropetrovsk Oblast PFM

DIstnct Intermsts 131 300
Dlstnct Pedlatnclans 098 200
DentIst 271 1 50
Emergency PhYSICIans 068 027
HospItal-based PhYSICIans 358 1 92
Other SpeCIalIsts 11 91 800

Total 2117 1669

The pnmary care phySICIans are aSSIgned to one ofthe four geographIcal dIstncts, two on the left
bank and two on the nght The two left bank offices each staff one dIstnct whIle the two nght
bank dIstncts are based m the pnnclpal PFM faCIlIty Each dIstnct team conSIsts of one mtermst,
one pedIatnclan, and two nurses, all ofwhom lIve 10 the dIstnct The speCIalIsts dIVide theIr time
among the offices All facilities are open untIl 8 00 p m (seven days a week) There IS no longer
coverage at mght-physIcIans demanded too much money to supply thIs serVIce

Home VISItS conttnue to be an Important part of the selVlce All pnmary care phySICIans make
home VISItS on a frequent baSIS A system ofradIo-eqUlpped cars for all the phySICIans IS no
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longer m use partly because It was found to be unnecessary and partly because most ofthe
vehicles ongmally proVided by the PPM have been purchased by the physIcIans who were usmg
them Home VISItS have decreased m frequency over the past two years pnmanly because a
number ofthe chent compames have begun to deduct the cost ofhome VISItS from employees'
salanes Tills was espeCially true ofhome VlSitS for pedIatnc cases Supportmg the practIce are
several other departments The most chmcally-onented department IS the chmcallaboratory An
engmeer repairs and maintains PPM's medIcal eqUipment The accountmg department programs
and mamtains a computer database connected to a local area network that collects regIstranon
and bIlhng mformatIOn entered by nurses and c1encal personnel (the satellite chmcs have personal
computers but these are not connected to the network) A most remarkable InnOvatlOn for a
medical mstitutIOn m Ukrame IS the Marketmg Department staffed by three people TIns
department has been given four responsIbIhties 1) to Idennfy and analyze prospectIve
chents-both firms and mdiVIduals, 2) to reach those prospectIve chents through advertIsmg and
dIrect contact, 3) to conduct surveys ofeXIstmg chents to Judge theIr satIsfactIOn With care they
have receIved and theIr mterest m other servIces, and 4) to collect past-due accounts

Approaches Taken Goals and Prmclples of the PFM

The Polychmc for FamIly Medicme was founded on a number ofpnncipies

• A chent was never to have been left With an unanswered complamt When tIns pnnciple
was conceIved mne years ago, It was qUlte rare m Ukrame and was sImllar to the customer
onentatIOn and "zero defect," contmuous qUalIty Improvement phIlosophies ofthe most
progreSSIve Western orgamzanons Many drlficulnes were encountered trymg to put tlns
pnnciple mto practIce, and It has proven to have been too Ideahstlc On the one hand, the
chent populatIOn IS stlll relatively umnfonned regardmg the technIcal and finanCIal
IIIDltatIOns of the current system ofmemcal care, on the other hand phYSICIans contInue to
have dlfficulty m takmg patIents' complamts senously The PFM orgamzatIOn and ItS
phySICIans stIll are mthe tranSItIon phase ofunderstandmg the panent as a chent and
consumer ofhealth servIces

• Contmuous operatlOn This phIlosophy was followed the first year of the PFM's eXistence
but could not be sustamed PPM phySICIans are no longer aVaIlable at mght Glven the
lack offinancIal mcentives (when the PPM IS closed, patIents may turn to the CIty
emergency health system at no cost to PFM), the actual aVailabIhty ofPFM servIces for 80
hours a week IS stIll a major acInevement COImmtment to the truth No false mformatIOn
on medIcal certIficates or medical records or alteratIOn of records after the fact IS
pefIDltted Personnel, mcludmg phySICIans, have been discharged for vIOlatmg this
pnnciple

• MaXImum convemence for the patIent ImtIally, this was both the goal and the practIce
Dunng the early years ofthe PPM, tIns was also the actualIty Home VISIts remam heaVily
emphaSIZed However, the number ofhome VISItS have decreased from the early years,
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and home VISIts deemed to be for the convemence ofthe patIent rather than for medIcal
necessIty are charged for The reductIOn ofhome VISItS IS also a reactIon on the part of
the patIents to haVIng the cost ofhome VISIts deducted from salanes of employees of some
ofthe firms that have contracted With PPM

• Farmly doctors and nurses reSIde In the same dIstnct as the clIents they serve ThIs not
only faCIlItates greater farmlIanty WIth the patIent's lIVIng enVIronment, It promotes
IdentIficatIOn With chents and strengthens the fact that the pnmary COIDmltment of the
PFM staff IS to the patIent The emphasIs ofthe management of the PFM IS that all of the
employees ofthe organIZatIOn are to be seen as supportmg the farmly phySICIans

• MedIcal practIce must be based on SCIence Non-scIentIfic methods such as bIOenergy,
homeopathy, ESP, astrology, etc, are dtscouraged When the PFM was founded, thIs was
a very radIcal departure from common practIce It IS less so at the present tIme, but It IS
stIll an Important operatlng pnncIple In the sense that a mechamsm IS In place to faCIlItate
replacement of SCIentIfically dlsproven procedures as new eVIdence becomes avaIlable to
JUStIfy the change

• Constant stnVIng to Incorporate new technology and expand the range ofserVIces ThIs IS
a pOSItIve movement In the dIrectIon ofcontInUOUS qualIty Improvement The PPM has
contInued to pursue the realIzatIon of thIs pnncIple In the face of severe finanCIal cnses In
UkraIne New technology IS expenSIve and some new serVIces that depend upon new
technologIes are, thus, also expenSIve, but a constant effort IS made to track the expressed
needs ofthe clIent populatIOn and to Incorporate new technolOgIes as finanCIal constraInts
permIt

• Performance-based pay ThIs pnncIple IS a reactlon to the dISInCentIves ofthe old,
centrally-planned health system In whIch rates ofpay were fixed by the MIrustry The PFM
pay system relates pay dIrectly to revenues generated as well as the volume and qualIty of
the work performed

• Employee support systems Although proVIdIng extra benefits to PPM's employees IS
chfficult due to finanCIal constraInts, when the finanCIal condttlons permIt, extra
compensatIOn In the form ofgoods and serVIces are proVIded to employees as part ofthe
baSIC pnncIple ofposItlve Incentlves

The Meaomg of "FamIly Medlcme"

The concept of"Farmly MedICIne" as practIced at the PPM IS close to the Amencan concept of
pnmary care Each PFM staffmember can IdentIfy a smgle phySICIan who has pnncipal
responsIbIlIty for an IndIVIdual patIent's care In the eXIstmg system ofpolycl1ll1cs, an entIre
polyclImc IS seen as shanng responsIbIlIty for the mdIVIdual patIent In famIly practIce, the patIent
not only begms each epIsode of care WIth the same phySICIan, the PPM phYSICIan also proVIdes a

Family Practice A For-profit Model For the PrOVISIOn ofPrzmary Health Care ServIce 5



much greater proportIOn ofthat care In the larger system, dlstnct mtermsts and pedIatnclans
may act as first pomt of contact for patients as mtake physIcians, but the strong tendency IS for
these mtake phYSICians to refer the patient to a speclahst rather than treat the problem
themselves One baSIC pnnclple of fannly medIcme, therefore, IS for the pnmary care phySICian to
do a greater portIOn ofthe work for a smaller number ofpatients

There are several benefits to the fannly medlcme approach From the physIcian's
standpomt, a phySICian who IS fannhar With a patient's hfe circumstances and all ofthe patient's
health problems, as well as those ofhis fannly, can make better diagnoses and prOVide more
reahstlc and effective care The phySICian can also be more effiCient because he has less need to
repeat exammatlOns and tests Wlnle It IS sometimes advantageous to have the skills and
knowledge of a speCialist as a backup, they are often unnecessary A good pnmary care phySICian
should be able to make good Judgments about when a specialist IS necessary and when not
Often, a patient prefers to be cared for by a smgle phySICian because they fear bemg lost among
dIfferent phySICians and dIfferent dIagnostic and treatment faclhtles A patient needs to know that
a specific mdlVldual phySICian IS responsible for ills or her care It IS frequently the case that the
confidence gamed by domg tills outweighs the patient's confidence m the skills and knowledge of
a specialist The operatmg pnnciple of PFM has Ideally meant that each famtly can IdentIfy a
smgle phySICian who IS responsible for them This IS the phIlosophy ofthe specialty of famIly
practIce mthe U S and Canada

FmanCIal Structure

Smce the foundmg ofthe PFM, chents have regularly requested that the financmg structure be
changed from the ongmal SImple capltated rate The chent enterpnses want to be certam that they
were actually gettmg somethmg for therr money The result IS that they are now billed a reduced
fee-for-seTVlce m exchange for a lower capitatIOn rate The capitatIOn rate IS adjusted accordmg
to the size ofthe enterpnse and the length of time It has been a chent ofPFM These factors
reflect reductions m admmIstratIve costs and nsk Government fundmg was bemg received but
was hIDlted to salanes and payroll taxes ofPFM phYSICIans and were slIDllar to the rates of
publIcly employed phySICIans Government fundmg ended m IDld-September 1998 due to
government cost cuttmg The PFM coverage plan charges patients 20 percent co-payments for
cosmetiC, contraceptIOn, abortIOn, and dental seTVlces, as well as for eyeglasses and contact
lenses Full rates for fee-for-servlce are charged to patients who are not enrolled m the plan
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Fmancml Statement for 1997 and First Eight Months of 1998
(percent oftotal expendItures)

Category CY 1997 CY 1997/1998 CY 1998 (8 mos)
State fundIng Total 38 1% Total 37 1%

Salanes 278% 27%
Payroll taxes for salanes 103% 101%

Chent Charges 833%[+20%VAT]
Prennums 441% 366%
Fees charged to 378% 489%
enterpnses
Co-payments 18% 12%
Fees charged non- 163% 133%
members

Chent Revenue Total614% Total 62 9%
Funds from enterpnses 274% 390%
Cash from patients 142 83%
Barter 198% 156%
Bad debt (220%)

Expenchtures
PhYSICIan salanes 223% 201%
Other salanes 381% 357%
Payment In goods 50% 40%
CapItal expendItures -- 60%
Transport 61% 57%
SuppIles & matenals 129% 47%

There IS an excess ofrevenue over expendIture A large part offee-for-servIce Income, although
lIsted as revenue, IS given dIrectly to the phySICIans and nurses performIng the servIces, It IS not
hsted as expendIture The phySICIan and nurses negotIate between themselves an agreeable spIlt
ofthe fee Income
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Income of PCM for 1997 and First Eight Months of 1998

Source 1997 First 8 Months of 1998
ServIces ProVIded 298,727 88 Hr 153,54807 Hr
Average Monthly 24,893 99 Hr 19,193 51 Hr
Revenues ReceIved 144,85246 Hr 151,82621 Hr
Cash ReceIpts 21,83275 Hr 25,82767 fIr
Percent of Cash ReceIved 15% 17%
Monthly Average Revenues 12,07104 Hr 18,97828 fIr
Monthly Average Revenue ill 1,81940 3,22846
Cash

Capital Fundmg

ASIde from bUIldmgs, winch were receIved from the mumclpal government ill poor condItIon m
exchange for nommal rent, all eqUIpment expendItures are funded out ofillcome Tins practIce
has been encouraged by the mflatl0nary enVIronment Any large mflux offunds IS converted mto
capItal eqUIpment before ItS value becomes eroded by mflatIon Although depreCIatIOn of
eqUIpment IS not consIdered m the finanCIal statement, capItal expendItures are amortIZed ill the
calculatlOn of the rates charged for servIces There IS no debt financmg pnmanly because ofboth
the prohtbitIve cost of credIt and the mCIdent vulnerability of the organlZatlOn

Results and Achievements

Quality of Care

In the Umted States over the past seventeen years, It has become mcreasmgly clear that, for most
patIents, large amounts ofhOSpItal and speCIalIst care do not Improve the quahty ofcare and do
httle more to Improve the patIent's health than what can be done by a good fannly doctor Tms IS
not because the sla11s and eqUIpment of speclahsts are poor - they are slIDply not needed The
expenence ofthe PFM m the Ukrame demonstrates that tms IS also true m the Ukrame

DespIte usmg far less hOSpItal and speclahst care, the health ofPFM patIents IS as good or better
than the general populatIOn ofDmeprodzerzhJ.nsk The death rate for PPM patIents IS less than
half that reported for the CIty or for Dmepropetrovsk Oblast Even when the drfference mage
dlstnbutl0n IS corrected (the PPM treats fewer older women), the death rate for the PPM IS
almost 30 percent lower than the general rate The bIrth rate IS SO percent htgher among PFM
members than the CIty average and over 15 percent htgher when adjustment IS made for the htgher
proportIon ofwomen of cluld-beanng age among PPM members Other figures mdicatmg better
qUalIty ofcare at the PFM are the Ingher proportIon of phySICIans With certlfication and htgher
rates ofprenatal screemng

Because there IS no reason to beheve that treatment by PFM produces mfenor health outcomes,
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the Issue of qUalIty ofcare rests on the panents' sansfactIOn WIth theIr care The PPM places great
Importance on patIent sansfactIOn Although the severe financIal cnsis In the region has eroded
some clIents abIlIty to pay, the fact that large numbers of clIents contInue to pay IS an accurate and
Important IndIcator ofpatIent satIsfactIOn

EffiCIency of Care

The greater expendIture on pnmary care by PFM has led to far greater saVings overall The PFM
reports that the rate ofhOspItalIzatIOn for Its members IS 28 percent of the average rate for the CIty
of Dmeprodzerzhmsk, and the rate of emergency ambulance use IS one-third ofthe CIty average
(wInch IS already much lower than the oblast average) TIns reductIOn ill speCIalIst, emergency,
and hOSpItal care IS substantIal Compared to the averages for Dmepropetrovsk Oblast, PFM
members use nearly tWIce as much pnmary care doctor tlille but one-tInrd less phySICIans' tIme
overall

The reductIon ill hOSpItal care IS almost entIrely due to a reducnon ill non-surgical admISSIOns to
hospItal Rates of surgery for PFM patIents are slIDllar to the general populatIon The reductIOn
ill non-surgical hospItal admISSIOns occurs for two reasons Flfst, because PFM members have
famIly phySICIans whom they can readIly IdentIfy and contact, there are fewer ambulance calls
Ambulance calls usually result ill the admISSIOn ofthe patIent to the hOSpItal, even when the
patIent IS not severely III Second, PPM phySICIans do not admIt patIents to the hospItal Ifthe
necessary tests and treatments can be given at a chmc or at home

Impact on the Local Economy

In 1997, PPM was prOVidIng health servIces to a clIent populatIOn of 6,996 people wInch IS 25
percent ofthe populatIOn ofDmeprodzerzlnnsk (280,500) Now that the government IS paymg
PFM nothing, the government IS savmg 2 5 percent ofItS health budget because PPM and the
chent enterpnses are paymg those costs, and government no longer has to pay these costs

• The PPM has been creatIng new wealth over the past mne years and the spIn-off
bUSInesses from PPM are as well (In 1997, for PFM thIs was $95,750) The figures for
the spIn-offbusmesses are not avaIlable but the dental spIn-offs are qUIte lucratIve
operatIOns, relatIvely speakIng, so It can be assumed that they are making at least half of
what PPM IS making

• The PPM IS not operanng m a vacuum The followmg lInkages With DmeprodzerzInnsk
and Dmepropetrovsk all Impact the econOillles ofthese two CIties (Dmeprodzerzhmsk and
Dmepropetrovsk are very near each other so some bUSIness spIlls over CIty boundanes)

• The employees ofPFM and the spm-offbusInesses are well-compensated relative to the
salanes of comparable pOSItIons and they pay taxes and they pay them In cash TIns IS
SIgnIficant not so much because ofthe amounts paId but because there are very few non-
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governmental tax sources m eIther CIty (new tax revenue source)

• The three facIlItIes operated by PPM and the facultIes ofthe three spm-offbusmesses pay
rents to the CIty governments (new mcome)

• Although thIs could not be saId through the entIre history ofPPM, at the present tIme, the
entIre mcome ofPFM can legitImately be saId to be offsettmg an equal publIc expendIture
for the health care ofthe clIents of PPM Add local currency amount (saVings to CIty
health budget)

• The PPM facilitIes and the spm-offbusmesses pay m cash for gas, electnclty, water, and
telephone whIle the vast maJonty ofhealth care facIlItIes and educatIOnal mstitutIOns eIther
do not pay theIr utIhty bIlls or are exempted from payment (new revenues)

• The PPM and the three spm-offbusmesses buy medlcmes, medICal, dental, office, and
computer eqUIpment on the open market and thus contnbute to the local economy (new
money m the system)

• The PPM purchased and subsequently sold to PPM phySICIans 6 vehIcles that have to be
operated, maintained, and reparred whIch also contnbutes to the local economy (new
money m the system, approXImately $25,000)

• Over the tIme penod when PPM was proVIdmg care to the dependents ofenterpnse
workers who were clIents ofPPM, the fact that servIces were bemg prOVided to spouses
and children ofworkers who would otherwIse be usmg publIc facilitIes, reduced the cost
to government ofproVIdmg those servIces (savmgs to the CIty health budget)

• The fact that hOSpItal admISSIOnS and emergency ambulance servIces have been drastIcally
reduced Wlthm the PFM clIent populatIon SIgnIficantly reduces the costs that these cases
would have otherWIse cost the government medIcal system Dollar figures cannot be
placed on these cost reductIOns because there IS currently no means by whIch the costs of
the government health care servIces can be calculated

• A sIgmficant part (approXimately 50%) ofthe revenues ofPPM are m barter goods The
fact that PPM proVides brokenng servIces to tum these goods mto cash revenue IS
servmg to keep the local economy functlOnmg Smce PPM pays taxes on the OffiCIal pnce
ofthese bartered commodItIes rather on the real sellmg pnce, they are paYing mflated
taxes

• The renovatIOns that PPM has and contmues to pay for on the facl1Ities they rent are
mcreasmg the property values ofthose facilitIes If and when, the government eIther leases
anew or sells these propertIes the renovatIOns Will be value added to government assets
whIch contnbutes to the economy even though It may be unfaIr to PPM
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• The renovatlons ofPFM and PFM spm-offbusmess facilitIes are contnbutlng to the local
economy because trades people must be paid and matenals must be purchased

• All the employees ofPFM and ofItS spm-offbusmesses are currently bemg paid pnvate
sector salanes and benefits If these pnvate busmesses dId not eXIst, these people would
be on the government payroll and thus a financIal burden

• The enterpnses that have contracted With PPM for the proVisIOn ofhealth care sefVlces to
theIr employees have realIzed slgmficant savmgs Pnor to the foundmg ofPFM, most
large and medmm-sIZe enterpnses had theIr own chmcs, dlspensanes, and health care
systems that had become qUIte expensIve to operate by the late 1980's Also, the cost of
these m-enterpnse health servIces were In addITIon to the taxes that the enterpnses paId to
the government for health servIces Over the past 9 years, these enterpnses have
negotIated and renegotIated the premlums rates paId to PFM for health servIces The
result has been a constant reductlOn m costs to the enterpnses for health servIces that have
contmued to Improve over what they were In the past

Impact on Job CreatIOn

• Two ofthe spm-offbusmesses ofPFM are pnvate, for-profit dental chmcs One IS a
sopmsTIcated dental facility that mcludes laboratones for domg modern ceramlC dental
work and dental prostheses Dental work In the SOVIet Umon had been a rather crude
utIhtanan sort so tms new busmess IS dOIng very well With proVIdmg consumer-onented
dental work that IS more cosmetIcally attractIve ThIs first spIn-off IS located on the
ground floor ofthe maIn PFM facIhty bUIldmg and renovatlOns on the facIhty are nearly
completed The second dental facIhty IS located m a downtown storefront office facIhty
and IS modern, effiCIent, and consumer-onented It IS also dOIng qUIte well finanCIally The
first dental spm-offIS about four years old and the second, about two years old

• The thrrd spm-off IS an auto repaIr shop that ongmally funCTIoned WltIDn the PFM
orgaruzatlOn when the PFM operated about 9 vemcles that were pnncipally for use of
phySICIans to do home VISItS As most ofthe vemcles were sold to the phySICIans who used
them, the need for an m-house repaIr shop decreased and the group ofmecharucs were
encouraged to start theIr own small enterpnse Other than the fact that they have been m
operatIon for 2 or 3 years and are makmg It finanCially LIttle IS known about them

• The fourth spm-offbusmess IS stIll m the planmng stage It IS compnsed ofthree full-tIme
and one half-tIme PFM staffmembers who funCTIon as the Marketmg Group, although the
name IS a bIt ofa mlsnomer They are m charge of conceIV1Ug, desIgmng, and managIng
all the pnnt and medIa advertIsmg (mcludmg billboards, flyers, promotIOns, radIo and TV
pIeces) as well as the constant process oftrackmg patient satIsfactIOn With the servIces of
PFM They are, however, most mvolved m dealmg With past due accounts and managmg
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the very complex transactIons reqUIred by the fact that half ofPFM's revenues are m the
form ofbarter goods GlVen the econOffilC sltuatlOn m Dmeprodzerzhmsk, It would
appear that two spm-offbusmesses ffilght be created out ofthIs "Marketmg Group" one,
a true marketmg group that could sell ItS servIces to burgeomng pnvate busmesses, and
the other a group that could prOVIde servIces m managmg barter transactlOns, whIch, at
least at the present tIme, are numerous and prohferatmg

Lessons Learned

There appears to be a structural mablhty on the part of the Mlmstry ofHealth to deal effectIvely
Wlth the health care needs ofthe population Hlstoncally, thts mcapaclty may have Its source m
the relative mexpenence ofpohcy makers and top government offiCials m comprehendmg their
responslblhty for the health and welfare of the population they govern and effectIvely dealmg Wlth
these needs m a prolonged penod of econOffilC scarcity In the SOVIet era, all pohcy, health
system deSigns, and budget allocatlOllS came down from planners and tecbmcal mstItutes m
Moscow The governmental regimes and bureaucracIes m UkraIne baSIcally carned out the orders
ofMoscow and had httle, IT any, role m declslon-makmg or changmg pohcles With
mdependence, the leadershIp was prepared only to contmue Issumg orders follOWIng the pohcles
and patterns that were mhented from the SOVIet era Mechamsms dld not eXist to change the
system nor reallocate resources based upon what worked or not at the level of oblasts, CItIes, and
rural regions The structure remaIns hIghly centrahzed With few mechamsms or channels to
proVIde feedback to hIgher levels ofgovernment Although the system remaIns hIghly centraltzed,
some CIties and oblasts have taken the Imttatlve to begin tentative steps to develop local solutions
to local problems WlthIn the health care system ThIs IS seen m LVlV and Odessa where
expenments have begun With the development of pnmary health care servIce dehvery WlthIn the
government health system In most other parts of UkraIne, the directors ofthe health care
system are waItmg for the Imttatlves to be defined and orders from KIev to be Issued The only
expenmental programs that can be seen m these areas of the country are outsIde government, an
example bemg the PFM

SpecIfic Lessons from the PFM ExperIence

• The PFM has found that the mentality of a specIfic group of phySICIans IS such that they
have proven to be a constant problem m the staffing ofthe PFM SpecIfically, after the
PFM began operatIons and started to recruIt addltlOnal phYSICians, the search targeted
findmg male mtermsts Smce the startup ofPFM operations, a total of40 male mtermsts
have been hrred and subsequently dlsffilssed There was no smgle reason for these
dlsffilssals but rather a combmatIon of dIfficulties that ranged from theIr not wantmg to do
anythmg beyond the IDlmmum, to lack ofmterest m patIents, to lack ofmotIvatlOn to
mcrease their slalls

• There IS a lack ofmterest on the part ofpatIents m theIr own health It appears that one
ofthe attItudmal vestiges ofthe SOVIet health care system IS that the system was set up to
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take responsIbIlIty for the health care needs ofthe populatIOn One of the less unfortunate
outcomes IS that the populatIOn, as a result, sees the state health care system as
responsIble for the cItIzen's health, and the mdiVIdual takes lIttle personal responsIbIlIty for
ills or her own health behavIOrs

• In the early years ofthe PPM, the managers ofthe CIty enterpnses took a great deal of
mterest m the health and well-bemg oftheIr workers Tills Interest was genUIne and not
based on self-mterest of the enterpnse managers In recent years, tIns attItude has
changed IncreasIngly, the enterpnse managers are beconnng resentful at the cost of
proVIdIng health care to theIr workers Thts IS due to at least two factors FIrst, the
enterpnse managers do not see that theIr workers are at all grateful to the enterpnse
management for the health servIces proVIded, and, second, the enterpnses are already
paYIng taxes to support the pubhc health system so theIr costs to proVIde adchtIOnal care IS
seen as unfarr Tllis IS not slffiply the exceptIonal case but rather the general tendency
among over 100 large and small enterpnses WIth wllich PFM has contact

Ways III Which the City Government Has Been Supportive of the PFM

• The government allowed the establIshment ofPPM as an ·'expenmental" famtly practIce
prOVIder ofpnmary health care semces

• The government proVIded a faCIlIty for PPM at a very low rent Although the facility was
In need ofsIgnrlicant reparr, It was In fact proVIded and proVIded at a cost that was
manageable for PFM It also prOVIded a SIngle telephone !me at the start-up ofPFM
operatIOns

• For a bnefpenod oftlffie In 1991-92, the government proVIded budget allocatIOns
eqrnvalent to that ofa faCIlIty WIth a patIent populatIOn sImtlar to that ofPFM Tills was
done on a per capIta baSIS

• The government gave the PFM phySICIans the authonty to SIgn for workers' absences
from theIr Jobs for reason ofillness or aCCIdent

• The government has allowed the PPM to contInue to operate when It could have closed
down the company at any POInt oftIme

Ways III Which the Government Has Been an Obstacle to the Development and
OperatIOn ofPFM

• The taxatIOn polIcy ofthe government has been oppreSSIve In the sense that when the
PPM was actually relIeVIng the health care system ofpart ofItS load, the government
Increased PPM's tax burden and the ngtchty ofItS enforcement rather than gtVIng PFM tax
conceSSIons
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• When PPM has had to deal on a barter basIs m enterpnses' payments for servIces, the
government has taxed PPM for the OffiCIal (hIgher) pnce ofthe bartered goods rather than
the sIgnIficantly lower actual market pnce

• The CIty Health AdmIillstratlOn has never permItted PPM phYSICIans to treat theIr own
patIents m government health facilitIes

• The CIty Government has recently mformed PFM that It plans to sell the facIlIty occupIed
by PPM The sellIng pnce IS prohIbItIvely hIgh for PPM after major expense has gone mto
refurbIshmg and repamng the buIldIng

ConclUSIOns

1 DespIte the fact that PPM IS a pnvate, for-profit medlcal enterpnse, m the 0pIillon ofthe
directors, a free-of-charge publIc health care system is the best

2 The compensatlOn ofall health care workers should be based entirely upon the quantIty
and quallty of their work

3 ProfesslOnal accountabIlIty systems have to be built mto the health care system to ensure
that health care workers are domg what they are paid to do and that hIgh standards of
honesty and quahty are mamtamed

4 The pnmary care phYSiCians and nurses need to lIve and work m close proXlIDlty to the
populatlOn they serve

5 The most effective way for people to learn how to handle responsibility well is to have real
practice handhng responsibihty and bemg held accountable for how well or poorly they
deal With It In enVlronments m wmch mWVlduals have had lIttle or no opportumty, and,
thus, expenence m deallng With responsIbilIty, It is essential that the skills reqUired to
handle responsIbility are proVlded and that pumtlve measures for mIstakes made m the
learrung process be mIillrmzed
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APPENDIX

Selected Statlstlcal Compansons ofDmepropetrovsk Oblast,
Dmeprodzerzlnnsk and the Polychmc ofFannly Medlcme
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Dmepropetrovsk Dmeprodzerzhmsk
Cate~orv Oblast 1997 PFM
PopulatlOn 3,880,000 280,500 6,996

Male 465% 513%
Female 535% 487%

Age
0-14 212% 98%
15-49 484% 471%
50-59 133% 83%
60-64 64% 31%
65-69 33% 16%

70 & above 74% 14%
Males
Ages
0-14 234% 124%
15-49 507% 651%
50-59 135% 125%
60-64 57% 50%
65-70 24% 25%

70 & above 43% 21%
Females

Ages
0-14 194% 150%
15-49 463% 671%
50-59 13 1% 108%
60-64 71% 36%
65-70 41% 18%

70& above 100% 17%

BIrths per 1000 86 67 37
Age and Sex Adjusted
BIrths per 1000 86 67 78
Deaths per 1000 158 146 12
Age and Sex Adjusted
Deaths per 1000 158 146 08
Infant Mortality
«1 year) per 1000 bIrths 146 182 0
Dally Ambulatory VISIt
Capacity per 10,000 216 186 171
pop
Workmg PhYSICIans per
10.000 populatlOn 425 352 214
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PhySICIan Extenders
(Feldshers) per 10,000 1065 853 0
pop
Percent ofPhysIcIans
With certIficatIOn 517% 564% 909%
In two lnghest categones 362% 728% 700%
Percent ofIntermsts
WIth certIficatIOn 462% 724% 1000%
In two lnghest categones 279% 504% 1000%
Percent ofPedlatnclans
Wlth CertIficatIon 495% 583% 1000%
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Dmepropetrovsk
Cate?;ory Oblast Dmeprodzerzhmsk PFM

In two lnghest categones 303% 393% 500%

Percent of Other PhysIcians
Wlth CemficatlOn 528% 773% 850%
In two lnghest categones 340% 592% 666%
Ambulatory VISItS
Per person per year 101 90 30
Home VIsIts/person/year 08 08 14
Ambulance Callsll000 pop 3507 2176 728
HosPltahzatlOns/100 pop 239 167 09
HOSPItal beds 52,459 3,970
Per 10,000 populatlOn 1349 810
Occupancy Rate 824 823
Average Length of Stay 168 182 74
OperatlOns/lO,OOO pop 5770 4469 4159
PregnanCIes Wlth prenatal
VlSltS In first tnmester 814% 789% 937%
PregnanCIeS
WIth syplnhs testmg 902% 681% 1000%
WIth ultrasound exam 799% 643% 1000%
RadIOlogIC Procedures
Per 10,000 pop 4317 2517 754
Ultrasound procedures
Per 10,000 pop 2144 1191 164
EndoscopIC procedures
Per 10,000 pop 450 231 130
Laboratory Procedures per
100 chmc VISItS 885 710 548
Laboratory Procedures per
100 chmc, home, and dental 487 63 1 198
VlSItS
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SOCIAL CONTRACTING IN POLAND

LOCAL GOVERNMENT CONTRACTING OF SOCIAL SERVICES WITH NGOs

"Instead ofoperatmg as mass supphers ofpartlcular goods or servIces pubhc agenCIes are
functIOmng more as facIhtators and brokers and seed capitahsts m eXlstmg or mctplent
marketplaces As the past decade has taught many ofthe leadmg pnvate corporatIons,
tills more entrepreneunal role cannot be performed well by tradItIOnal command-style
bureaucraCIes II (The CorporatIOn for Enterprise Development)

Introductlon and Background

Blelsko Biala has one ofthe first CIty governments m Poland to begm formally contractmg With
non-governmental organIZatIOns to proVide SOCIal servIces for Its cItlzens

It IS useful to recall that the first local government electlOns In the post-Commumst Poland were
held m 1990 Accordmg to one source, "Thts constItuted nothtng short of a revolutlOn In the
adIDlillstratlOn oflocal affairs, III as durmg the SOCIahSt penod, mumcipal offices only executed
deCISIons from the central government Over the last eIght years, "local governments have been
strugghng to moderruze and further develop local mfrastructure, (and) Improve the standard of
mUillcipal servtces In thetr commumtres II as decentrahzatIon ofpubhc functIons reqUIre local
government to be responSIble for a larger number ofservIces

SImultaneously, the culture ofnon-governmental orgaruzations (NGOs) and pnvate voluntary
organIZatIOns (PVOs) (defined as groups ofpnvate mdtVIduals workIng to accomphsh a common
goal or represent a common ViewpOInt) was thnVIng In Poland AssociatlOns of CItIzens emerged
to advocate for and proVide servIces In a broad range ofsectors Based on a tradttIOn born ofthe
nch cultural hentage ofthe country, the number ofNGOs and PVOs has grown to over 30,000

A culture of cooperation between the two sectors, however, was not grOWIng naturally In fact,
contentIOUS relatIOnshtps were the norm Wlule commonplace In western democraCIes,
cooperative agreements and contracts to proVide servtce were uncommon In Poland Reachtng
tills sIgmficant JunctIon ill the post-commumst tranSItIOn IS a result ofan eIght-year process that
compelled both SIdes to

• break through the layers of distrust bUllt up between CItizens and government In

the commuillst era,
• Increase cooperatIon gradually through grants from government to local

orgaruzatlOns, and
• allow both CIty government and local CIVIC groups to evolve Into mature

orgaruzatIons
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The followmg case study descnbes the process 10 Blelsko Blala that led the City government to
estabhsh a system that would pernnt lssumg contracts to the flounshmg CIVIC socIety represented
by the NGOs, to Improve the quahty ofhfe m the CIty and create an enVironment conducive to
econOIDlC growth

SOClO-economlC and PolJtJCal Contextfor Action

Blelsko Blala, the capItal CIty of the Provrnce ofBlelsko Blala 10 southern Poland, has successfully
sUrVIved the penod of econOIDlC transformatIOn followmg the downfall of Commumsm Indeed,
the City IS often referred to as lOa plOneenng City," where ItS citIzens are open to new Ideas Some
ascnbe that charactenstlc to ItS umque hIstoncal traditIOn Dunng a seven hundred year penod,
three commUllltles, Pohsh, German and JeWish, hved together m fhendly cooperation and
coeXistence Perhaps, they suggest, It was Just tlus tradition of cultural heterogeneity that
explams why the people 10 Blelsko Blala are so open and able to collaborate

Located on the borders ofthe Czech Repubhc and SlovakIa, the City IS home to 187,000 people
and conSidered not only one ofthe fastest groWing CitIes m ItS regIOn, but the City With the hIghest
econOIDlC potentIal for Pohsh cIties of slIDllar sIZe

The local economy IS flounshIng, mamly because oflarge foreign mvestment (especIally from Flat
Auto Poland, one ofthe largest foreign mvestors 10 Poland) Flat Auto employs 11,000 people,
generat10g over one bilhon US dollars per year Large mdustry does not dommate the economy,
however Small and medIUm pnvate enterpnses related to the automobile mdustry, hght
manufactunng, and machIne mdustnes number about 18,000 and produce 57 percent of the
profits of the local economy Forty-five percent ofthe workmg population are employed 10
mdustry The rapId development ofthese small pnvate busmesses absorbed many who had lost
their Jobs 10 the dechne ofthe textile mdustry shortly after the transltlOn began

The city's busmess support mfrastructure IS groWing rapidly Blelsko-Blala IS home to the
Blelsko-Blala Busmess Center, the Agency for Regional Development, the Pohsh-Amencan Small
Enterpnse FoundatiOn, and 16 branches or subsldIanes ofmaJor Pohsh banks The local
educatlon-and-tratmng sector IS sound, thanks m part to the Blelsko-Blala School ofBusmess and
InformatIOn Technology, the School ofBankmg and Fmance, the School ofInformatIOn
Technology and Management (a branch ofthe Lodz Polytechmc), and many tratmng
orgamzatlOns

Local unemployment IS relatIvely low (9% 10 the provrnce and about 3 6% 10 the Blelsko-Blala
mumclpal area) Women over the age of35 still register mgh unemployment, however

The local government has actIvely sought new and progressive solutions m many fields City
offiCials have cooperated With a number of foreIgn aSSIstance programs, especIally With USAID ­
sponsored projects For example, the CIty partiCipated 10 the Pilot Local Government PartnershIp
Program (pilot LGPP), wluch helped turn ItS 1996 housmg pohcy bill (drafted With USAID
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support) mto a specIfic actIon plan The CIty also receIved technIcal assIstance and secured a
preferentIal loan from PKO Bank to Implement ItS housmg polIcy

Bielsko-BIala's Tlnrd Sector IS also well developed Among the CIty'S 320 orgamzatIOns are a
number ofgroups that are actIve natIOnally and have strong reputatIOns for mnovatlOn and
sigrufi.cant achIevements The BeskIdy Non-Governmental ImtIatlves Support ASSOCIatIon IS an
actIve Integrator, facilitator, and representatIve for the sector

A small group ofabout eIght to ten strong NGOs have tapped foreIgn aSSIstance programs and
pnvate foundatIons both In Poland and abroad, raISIng an estlIDated $89,000 In 1997 The largest
SIngle grant totaled $22,000, three others were for more than $15,000

Though prospenng, mumc1pal authontIes are aware of a number ofproblems that allowed to
grow unchecked can hInder contInuIng econOmIC growth Wlule the CIty currently reports an
estImated twelve thousand (12) hIgh school students, the percentage ofyoung people IS
decreasmg every year ThIs IS attnbuted to a dechnmg bIrth rate and the out tmgratIon ofwell­
educated young people to other CItIes Indeed, the loss of a skIlled work force may be the most
Important problem the CIty faces m the near future

The Problem or Challenge That the Commumty Faced

As In other CItIes In Poland, NGOs In Blelsko Biala had begun to fill the gap In servIces, includIng
ImprOVIng arr and water qUalIty In the CIty, proVIdmg dIrect servIces to vulnerable populatIOns,
and mcreasmg recreatIOnal opportunItIes for reSIdents The mumcipal government was supportmg
the sector's work With ad hoc grants

Complamts arose on both SIdes The NGOs, accustomed to receIVIng dIrect support from
government, expected Increased momes for theIr actIVitIes The orgarnzatlons complamed that the
process by whIch pubhc funds were allocated to the pnvate sector was not clear or transparent
On the other hand, local government grumbled that the NGOs deCIded upon theIr actIVitIes
Without conSIderatIon ofthe pnontIes set by the local government Standards for accountmg for
the use ofpublIc money were not m place, and accountability for speCIfic results was lackIng

WhIle local OffiCIalS were proud that several natIOnal enVironmental groups were based m the CIty,
some leaders Said the groups had done very htt1e for the commumty

Local OffiCIalS also observed that a strong level of CItIZen aCtIVity was not developmg qUlckly
enough to contnbute to a well-artIculated and coordInated response to the commumty's problems
A number ofbamers were IdentIfied, mcludIng lack ofmoney, lack ofprofeSSIonal staff and
eqUlpment, and finally a lack of confidence

Approach taken to address the Issue
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In 1997, Mr Klosowskl proposed a program to mcrease the collaboratIon between the pubhc and
ThIrd Sector called the "local partnerslnp" program This program was launched natIOnally In

1997 by the Democracy Network Project coordmated by the Academy for EducatIOnal
Development The purpose was to help commumties desIgn a framework that would allow for
Jomt ventures between local governments and the Third Sector Over the mne months ofthe
proJect, cOInmumtles receIved trmnmg and techmcal aSsIstance m the pnnClples, regulatiOns, and
mechanlsms needed to establIsh a contractual relatiOnship A senes ofmanuals was produced to
gUlde local government and NGOs through the process oflettmg contracts, on the one hand, and
performmg as a contractor m a formal procurement process, on the other Out of 15
mumcipahtles that partICIpated m the program, Blelsko Blala was one of only three CItIes that
prepared the necessary systems for contractmg servIces to NGOs and let a contract

ReSIstance from members of the Town CounCIl was very strong Council Members argued that as
the elected representatIves ofthe people, It was theIr duty as local government to deCIde what
was needed m the town, not the CItIZens or theIr organIZatIOns Others, mcludmg the Mayor and
some members of the Council, argued that local government needed adhere to a baSIC pnnclple of
democracy - CItIZens know best what the Issues and problems are that need to be resolved and
have a nght to be mvolved m the debate about how the CIty should allocate Its budget

In November 1997, the CIty CounCIl adopted a Local Partnership program, With the goal of
creatmg a sustamable enVironment for strong local government support to valuable NGO
endeavors and NGO aSSIstance to the local government m the form of complementary servIces
The CIty bUllt Its program on the legal foundatIOn prOVided m the new ConstItutIOn ofthe
Repubhc ofPoland, dated Apn12, 1997 The pnnclple of dlstnbutIOn of"pubhc tasks" among
dIverse levels of pubhc admmIstratIOn, mcludmg state and local self-government, was mtroduced
The ConstItutIOn estabhshed for the first tIme a proViSIon declarmg that NGOs could functIon as
"expreSSIOns of CIVIl SOCIety" and therefore could be regarded as "mstruments to perform pubhc
tasks" ThIs prOVided the legal foundatlOn for contractual agreements between local government
and CIVIl organIZatIOns

To carry out the new program, the mayor has appomted a mumclpal officer responSIble for
facllitatmg thIs relatIOnshIp (the author of the case study), and the CIty reserved money m the CIty
budget to finance projects proposed by eIther local government or CIVIC organIZatIOns In the new
CIty budget, thIs amounted to the eqUlvalent of $125,000

The most cntlcal component of the new approach, however, was the CounCIl's proposal to
standardIZe the fundmg process to dlstnbute pubhc momes to CIVIC orgamzatlOns The two
components are

• Grants would be gIven to NGOs through selID-annual competItIOns The
competItIons estabhshed clear standards and are open to all NGOs ("Micro grants"
WIll also go to small but valuable non-governmental projects bemg Implemented on
an ad hoc basIs) 3
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• Local government would adapt Its publIc procurement mechamsms to facIlItate
sub-contractmg Wlth NGOs to complete tasks for the mUnIcIpalIty

Local OffiCIalS consIder that the two elements complement one another

Results and AchIevements

The two sectors' workIng relatlOnshIp IS currently IntensIve and well establIshed Local
government opIillons about NGOs m Bielsko-Blala are generally pOSItive

The local government reports that the program has achIeved the folloWlng

more cost effectIve publIc spendlllg,

strengthened the local sense of cItlZen empowerment,

support and educatlOn for local leaders,

aSSIstance for local OffiCIalS to develop an abIlIty to respond to local
problems early, and

Improved commUnIcation between the local government and the general
publIc

The program prOVIded a framework for a transparent system ofal10catlllg publIc funds and
lllcreased local government support for the local NGOs As a result ofthe competitIOn, both the
number and quahty oforgamzatIOns' actIVItIes also lllcreased Some 86 grant applIcatIOns, worth
$523,000, were receIved by the local government In the second half of 1998 The total value of
the projects was estImated at $3,100,000 (lllc1udmg financlllg proVIded by other sources, such as
pnvate sponsors and other donors) As a part of the proJect, a new coalItIOn ofNGOs, the
AsSOCIatIOn for the Support ofNon-Governmental InrtIatives, In Blelsko Blala was created The
AsSOCIatIon IS cooperatmg With the CIty CouncIl's COIDlDlSSIOns and IS encouragmg Wider
partlClpatlOn by the NGO sector on each COmmlSSIOn

Wlnle only ten percent ofthe applIcatIOns receIved were funded, It IS Wldely belIeved that the
program stimulated an Increase 1ll CIVIC actIVIties OrgamzatIons are stronger and many projects
are extenSIve, With gross revenues as hIgh as $100,000 Whtle there are no exact statIstICS on the
employment generated by the sector, It IS Widely accepted that NGOs are becommg a meamngful
source of employment espeCIally for mtddle-aged women, a group that has found dIfficultIes m
obtaunng employment dunng the tranSITIOn

Examples of some ofthe 25 actIVItIes supported through the competItIon lllclude

Soczal Contractmg m Poland Local Government Contractzng ofSoczal Servzces wzth NGOs 5



• ADA ASSOcIatIOn, a group that proVides dally transportatIOn for hanchcapped
cm1dren to school and to the rehablhtatton center,

• GAJA Club wmch formed a small nature reserve With the CIty as a place for
ecological educatIOn and recreatIon,

• AssocIatIOn "Inna Ku1tura" (A Dlferent Culture), a group that proVides "poetry for
youth," through meetmgs With poets and poetry workshops,

• Pohsh Deaf SocIety, prOVides tralmng m Sign language for mumclpal employees to
mcrease pubhc servIce to a broader base ofreSidents,

• POMOST Foundatton, a group whlch tralns volunteers who work "on the streets"
With drug addicts,

• Pohsh Red Cross whlch prOVides first ald tralmng for secondary school students,
and

• The Assoclatton for Mental Health ProtectIOn, a housmg program proVidmg
"protected" flats for ex patients

The contracttng process, however, IS the most mnovatlve part ofthe program and is the aspect
that IS savmg the City money In many speCialized areas, the CouncIl members determmed that
NGOs are far better qualified to offer sefVlces than the mumclpal bureaucracy and do so at a
lower cost than the CIty Instead ofexpandmg the mumclpal mstttutIOnal structure to take on
new tasks, the CIty deCIded, It IS better and cheaper to give an NGO a contract to proVide a given
sefVlce The City learned how to wnte concrete requrrements and speCIfy what IS supposed to be
done

An example of finanCial effiCiency IS the homeless shelter m Blelsko Blala whlch City authonttes
are obhgated to prOVide under Pohsh law Imttally, the CounCil planned that the SOCial
Department would run the shelter, at a cost of $2 37 per person per mght Instead, the City
announced a pubhc bid for the sefVlces Four NGOs submttted bids and the contract was awarded
to "Wyspa w Mtelcle (The Island m a CIty) The group IS proVidmg the sefVlces for $1 14 per
person per mght, less than 50 percent ofthe City'S cost

The homeless shelter has been m operatton for five months, employs SIX people, and makes a
substantial profit Smce the assoclatton IS a non-profit organIZatIOn, It must allocate all the profits
to Its next goal, wmch is useful for the local commumty In such cases, the money works twice'
The aSSOCiatIOn IS usmg the profits to mplement a very lffiportant program enttt1ed "No More
Violence," a program agalnst faml1y and school Violence

The Local Partnersmp Programs has generated an unprecedented surge m actiVity among the local
NGOs Some five years ago, there were almost no organIZatiOns employmg staff, or even usmg
computer technolOgies Today, NGOs employ an esttmated 450 people and are contnbutmg m a
small way to solVing the unemployment problem offfilddle-aged women, as many ofthe staffof
NGOs are women over the age of35 The Thrrd Sector also contnbutes to the local economy
through ItS purchase of goods and sefVlces
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A new phenomenon IS the employment generatIon created by the NGO's demand for speCIalIzed
servIces A number of small enterpnses have sprung up to offer accountIng, legal, and tax
consultatIon servIces for the sector The Local Partnershtp Program has pOSItIvely mfluenced the
local labor market Indeed, when one sector of the commumty IS actIvated, other sectors ofthe
commuIDty are mdlrectly actIvated

Lessons Learned

Blelsko Blala's mumclpal OffiCIalS' expenence m Implementmg a contractmg system IS that It IS
beneficIal to the CIty m Improvmg the quahty of servIces at a lower cost WhIle CIty officIals
mamtam that It IS easy to Implement, thts CIty IS nevertheless only one ofthree In Poland that has
moved to a contractual arrangement WIth non-profit organIZatIOns

The authors ofthe program offer some suggestIOns for Clues Interested In movmg forward WIth a
sllDllar program A first step IS to educate both the local authontles and the local NGO leaders
together about the expectatIOns of a contracts program Second, both local government and the
NGOs must have matured to fully functIOmng orgamzatlons NGOs must be professIOnal
orgamzatlons, WIth finanCIal accountIng systems and htgh standards of servIce proVISIon Local
governments must understand and be willmg to engage m a partICIpatory relatIOnshtp WIth the
reSIdents oftherr commumty

Fmally, whtle the program bnngs econOmIC benefits to the commumty, drrectly through saVIngs to
the local government, and mdrrectly through employment generatIon, the benefits of the program
extend far beyond ItS econOmIc benefits The Local Partnershtp has achteved another roam goal,
mcreasmg the base ofgroups WIthIn Blelsko Biala that are assummg responslbIhty for IdentIfyIng
and solvmg the SOCIal problems WIthIn the commumty By domg so, an atmosphere ofenterpnse
and growth IS establIshed

What can other commumtIes learn from the expenence? WhIle NGOs can proVIde effectIve and
cost effiCIent servIces for the munICIpal government, a sustammg and valuable result ofthe
program IS the ennchment of democratIC partICIpatIOn m the lIfe ofthe commumty

Endnotes

l"How MumClpahties Learn" A Report Prepared for USAID Poland by Damel E Hall, September 9, 1998
3 The Local PartnershIp Program also IdentIfies non-financtal ways ofsupporting the Thrrd Sector proVldmg adVlce
and trammg opportumties, aidIng m fund-raIsmg Wlth external sources, engagmg IIIJOIllt pubhc relations, bOOdIng
an mfonnation system for NGOs Most of these methods have already been apphed III Blelsko-Blala and the other
contnbutions, such as free office space, are valued at about $68,000
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HOUSING REFORM IN KAZAKHSTAN AND
THE ROLE OF APARTMENT OWNERS' COOPERATIVES

Introductzon andBackground

Kazakhstan, one of the Central AsIan Republics, gamed mdependence from the SovIet Dmon In

December, 1991 The followmg were the pnmary features ofhousmg poltcy before
comprehensIve reform began m Kazakhstan m 1994

• CentralIZed dIstnbutIOn ofall resources and stnct state plannIng,
• State monopoly m constructIOn and mumclpal economy,
• Government financmg ofhousmg dIrect from the state budgets,
• Stnct control over housmg costs (all resIdents paId the same amount, no matter the

type ofhousmg or the resIdent's wages)

Begmmng In 1985 (pnor to mdependence), the government ofKazakhstan began pnvatIzmg
apartments m state-owned bUIldmgs, these apartments were granted to resIdents for perpetuIty
By 1989, 9,100 apartments had been pnvatIzed By 1995,80 percent ofthe populatIOn owned
theIr own apartments DespIte pnvatIzatIOn ofhousmg, mumclpal servIces contmued to be
subSIdIzed at 80 to 90 percent ofcosts by local governments

The Problem or Challenge That the Commumty Faced

One ofthe maIn reasons for ImplementatIOn ofhousmg reform was the fact that the local
governments were no longer able to proVIde housmg servIces Housmg and Its maIntenance were
financed dIrectly from the local governments' budgets However, the econOmIC cnSIS follOWing
perestroIka placed sIgmficant restraInts on local budgets

CIty governments were not able to overcome the econOmIC cnSIS Without takIng measures, such
as decreasmg expendItures for housmg servIces and requmng reSIdents to pay more ofthe costs
In addItIOn, because ofyears ofneglect by the government, the hOUSIng stock was m extremely
bad repaIr, and no funds were aVaIlable for needed Improvements

Because all housmg servIces were paId for by the state, a monopoly m housmg maIntenance and
constructIon eXIsted (With state-owned enterpnses controllmg these sectors) These monopolIes
hampered effiCIent cOnstructIOn, maIntenance, and reparr ofhousmg

In addItIOn, the subSIdy structure for housmg servIces was not eqUItable SubSIdIes were based on
the SIze of the apartment, therefore, famIhes WIth larger apartments (and larger mcomes) receIved
lugher subsIwes
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Follow1Og hous1Og pnvatlZatIOn, It became Illogical to contmue subslCm10g hous1Og wmch no
longer belonged to the Government Therefore, the government transferred responsIblhty for
upkeep and maIntenance ofapartments (hvIng facIlities) to the owners of the facIhties In the
proVInces, the step-by-step transItion process to non-subSIdIZed hVIng facIhties was accompamed
by ImplementatlOn of tender (bid) pohcy pnnclples and transparency of expenses The tender
process also resulted m reductIOn ofmumclpal service tanffs that before were poorly controlled
by the Government

The Government was very mterested m pnvatizatlOn ofhousmg sefV1ces and utlhtles as up to 10
percent of the total budget was spent on SUbsldIz10g hous1Og Budget problems were the reason
why the Government took an actIve part m ImplementatIOn of reforms m housmg pohcy and
mumcipal economy The conductor of the Government's pohcy was the State AntImonopoly
COmmIttee It should be noted that pnor to thIs process, owners ofhvmg facIhtles 10 provmces
started to resolve problems ofhous1Og maIntenance themselves By 1994 10 some CIties, there
were already apartment cooperatIves In May 1996 the Government legalIZed maSSIve de­
monopohzatlon In hOUSIng and hOUSIng servIces Smce that tIme, the process of de­
monopohzatlOn 10 hous1Og and hous1Og servIces has been accomphshed

Mumcipal compames and organIZatIons managed by the Government were reqUIred to 10crease
theIr fees and cover theIr own costs (Without SubSIdIes from the Government) Some compames
provld1Og mumclpal sefV1ces were sold to pnvate owners The pnce ofmumclpal sefV1ces at the
present moment IS equal to cost RaJ.s1Og pnces, however, led to the problem of support of
10dlgent famIhes As a result, a support program has been developed The support ofneedy
famIhes IS prOVIded through benefit centers In major CIties By September 1997, hous1Og support
had been proVIded to 174,000 famIhes through 110 benefit centers

Approach Taken to Address the Issue

There are currently 5,000 cooperatives m Kazakhstan covenng 92 percent of all apartments
Forced by pnvatlZatIOn to take responslblhty for theIr own apartments, reSIdents began to use
theIr hous1Og cooperatives to 10crease competitIOn for hous1Og sefV1ces, get better sefV1ces, and
lower the costs for servIces (hous1Og sefV1ces 10clude maIntenance, garbage collection, 1OstallatIOn
ofmetenng deVIces, and rehablhtatlOn and reparr)

Cooperatives are a major force behInd the 1Otroductlon ofmarket competitIOn and contract1Og m
hous1Og servIces Cooperatives can choose to estabhsh their own compames to proVide housmg
servIces or purchase servIces through competitive bldd10g In 1998, twenty percent of
cooperatives had theIr own hous1Og sefV1ces busmesses, and the number IS mcreasmg

CooperatIves Without pnvate servIce compames SOhClt tenders for servIces Compames­
10cludmg state-owned compames, pnvate compames, and compames owned by other
cooperatIves - then compete to Win the contract Tills process has led to 1) mcreased
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competitIOn for housmg servIce proVisIon, resulbng m better servIces and lower pnces, and 2) an
mcrease m the number of compames proVIdmg these servIces

CooperatIves have also helped encourage econOmIC development m theIr neIghborhoods by
offenng space for rent on the first floors of theIr apartment bUIldmgs to local entrepreneurs
These spaces then proVide rental mcome to the cooperatIve, allowmg It eIther to expand the
servIces It proVides or reduce Its fees These expanded servIces have also created Jobs

For example, one cooperatIve has many elderly resIdents and pays (from resIdents' dues) for a
physIcIan to mamtam an office m the bUIldmg and proVide reduced~fee servIces to resIdents
Another cooperatIve created a day care center for resIdents

Cooperation between Stakeholders

Cooperatives formed regIOnal aSSOCiatIOns and a natIOnal aSSOCIatIOn to proVide tratmng and
techmcal assIstance to mdlVIdual cooperatIves m management and busmess practices The
National ASSOCIatIon's role mcludes 1) asslstmg cooperatIve leaders m managmg theIr
cooperatives and the busmesses they create, 2) proVIdmg tratrnng m busmess and management on
a fee baSIS to cooperatIve leaders who request It, and 3) coordmatmg With nabonal and local
governments

The Natlonal Assoclabon and the national and local governments coordmate and work together
closely on housmg Issues The NatIonal AsSOCIatIOn also works With mdtVIdual cooperatIves and
local governments to resolve temtonal disputes ansmg from the fact that cooperattves were not
given the property surroundmg therr apartment butldmgs dunng pnvatlZation One mdlcatlon of
the level of cooperatIOn between the Natlonal AsSOCiatIon and the national government IS the
ASSOCIatIon's mVItatIOn by the nabonal government to partICIpate m ItS monthly housmg
conference call

In addttlOn, the NatIonal AsSOCIatIon has had a posIbve Impact on housmg poltcy It helped create
the housmg subSIdy centers for poor famthes and won the nght for pubhc heanngs at meebngs of
the AntI-Monopoly Commtttee when rates are set for housmg servIces and utIltties

The NatlOnal ASSOCIatIOn also proVides ItS tratnmg manuals on housmg to government offiCIals

The Governmental role m housmg today has been reduced to the work ofthe AntI-Monopoly
Commtttee, techmcal mspectton of apartment bUlldmgs, proViSIon ofhousmg subSIdy benefits to
poor famthes, mobvatlon ofthe development ofmarket competItIon, and promIses to proVide
fundIng for capItal repatr 1 The matn actors m housmg deahng WIth all former and present

1Apartments were pnvatlzed after years of neglect Apartment owners have httle or no money for
the extensive capItal reparrs many btnldmgs need Local governments have promlsed to prOVIde money
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problems m tills comphcated field are the housmg cooperatIves

Barners

Apartment owners stIll face problems offindmg efficIent ways to use market mechamsms for the
purpose oflmprovmg the qUalIty of theIr hvmg faculties CooperatIves play an lmportant role m
management and operatlOn ofhvmg faculties over huge temtones The NatlOnal ASSOCIation IS
convmced that m the future they Will playa key role m the Improvement ofhousmg qUalIty

Many cooperatives face financIal and adIDlillstratIve problems that cannot be resolved m a short
penod oftIme CooperatIves have to use eXisting resources to maXlIDlze mcome due to the
hmlted payment ablhty oftheIr resIdents To fulfill tills task, cooperatIves have to acilleve a illgh
professlOnallevel m property management and m financIal Issues CooperatIves have to become
more efficIent, democratIc, and finanCially stable orgamzatlOns

Other bamers to housmg reform mc1ude

• Local authontIes do not always follow governmental regulatIons and decrees A
lot ofvery useful regulatlOns have been Issued, but they were fulfilled only 30 to
50 percent There IS no control over ImplementatIOn of governmental deCISIons m
provmces

• The populatlOn lacks mterest and actIVity m matters concermng Improvement of
theIr housmg, control over the way theIr money IS spent, and control over
operatIOns of cooperatIves The NatlOnal ASSOCIation IS trymg to resolve tills
problem usmg mass medIa and explwmng to the populatIOn theIr nghts and
oblIgatIOns

• Compames proVIdmg housmg servIces want to Increase theIr tanffs, set theIr
condItions, prOVide servIce ofpoor qUalIty, and to receIve at the same tlme 100
percent payment

Lessons Learned

Kazakhstan1s hOUSIng reform - espeCIally the expenence ofproVIdmg servIces through market­
dnven competItIOn - can be applIed to all CEE/NIS countnes as the eXisting hOUSIng models are
sIIDllar For example, RUSSIa has a plan for hOUSIng reform over seven years With a step-by-step
reductIOn of SubSIdIes

In the ImplementatIOn of hOUSIng reform, the followmg sectors have been Involved In Kazakhstan

for capItal reparrs, but so far, these remam prorruses
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the antI-monopoly cOmmlttee, local governments, non-profit organIzatIons (cooperatIves), and
pnvate busmesses Most Importantly, the maJonty ofthe populatIOn ofKazakhstan has been
mvolved m the reform

CooperatIon between these sectors resulted m the establIshment ofSIOlllar housmg servIces m
cooperatIves, trammg for cooperatIves m operatIons and management, and protectIOn ofusers'
nghts m the housmg field

The NatIOnal ASSOCIatIOn coordmated the actIVIty of cooperatIves throughout Kazakhstan The
NatIOnal ASSOCIatIon belIeves the success ofhousmg reform was due m large part to the fact that
cooperatIves take an actIve part m reforms together WIth local authontles, can mfluence the
process oftanffs and pnce settmg for mumcIpal servIces, and have helped de-monopolIZe the
housmg sector

All tanffs for housmg servIces and utIlItIes became more transparent RegIOnal cooperatIve
aSSOCIatIOns obtamed the nght to send theIr representatIves to meetmgs held by local government
OffiCIalS of proVInces and cIties and to governmental conferences concernmg housmg reforms
Members ofthe Government and state agencies participate m meetmgs ofthe Board ofDIrectors
of the National AsSOCIatIon

Future actIVItIes ofthe cooperatIves and the NatIonal AsSOCIatIon WIll be to lffiprove property,
accumulate means for future capItal repaIr, and lffiplement mtemal SOCIal programs such as
support to needy faOllhes and estabhshment ofchIldren's clubs

Results and AchIevements

Because ofresIdents' demand for housmg serVIces, cooperatIves have added 30,000 new workers
mJobs for maIntenance, garbage collectIOn, reparr, and rehabIlItatIOn The cooperatIves
themselves have hIred managers and other adffilillstratlve employees Most ofthe cooperatIve
managers are women

The NatIOnal AssoclatIon belIeves that the needs will mcrease m the future as the quahty and
quantIty of serVIces proVIded m thIs Important field are far from perfect BeSIdes the new Jobs
created m cooperatIves and theIr busmesses, other addItIOnal workmg places were created m
pnvate companIes proVIdmg the same servIces such as removal ofgarbage, matntenance of
engmeenng gnds, repaIr-constructIOn teams, and teams for mstallatlon of commerCIal metenng
deVIces

One ofthe most lffiportant results IS that local authontles mcreased theIr budgets up to 30 percent
due to tefOllnatIOn of SubSIdIes for housmg, housmg serVIces, and utilitIes These cost saVIngs
resulted m mcreasmg penSIOns and wages for mumcIpal emP.lo.y.e.es _
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Example Atyrau CIty provIdes an example ofcost savmgs to local governments As a result of
Implemented reforms and the reductIOn ofsubSIdIes for housmg, the CIty saved apprOXImately
100 mIllIOn tenge, or 1/5 ofthe local budget

De-centraltzatIOn of ownershIp of hvmg faclhtles, mc1udmg transfernng control of engmeenng
eqUIpment and commumcatIOns m the apartment bUIldIngs, allowed cooperatives to resolve
problems ofmamtmmng and operatmg hvmg faclhtles CompetItIon IS developmg, and It has
resulted m reductIOn of service pnces and m an mcrease of service qUalIty It also helped to
develop competItIOn among specIahzed compames (those that eXisted before and those newly
estabhshed) and among hIghly-skIlled speCIalists

To sum up the results

• CooperatIvesl use of competItIve blddmg practices led to 1) mcreased competItIOn
between compames (state-owned and pnvate) proVIdmg housmg serVIces, 2) lower
pnces, 3) better serVIces, and 4) more compames created to prOVide these serVIces

• CompetItIon also led to the creatIOn ofnew compames proVIdmg housmg serVIces
Twenty percent of cooperatives have therr own busmesses that proVide housmg
serVIces

• Smce pnvatIzatIon ofhousmg, cooperatIves themselves have added an addItIOnal
30,000 Jobs

• Local governments saved as much as 30 percent oftherr budgets due to
pnvattzatIon ofhousmg and reductIOn m expendItures for housmg serVIces and
mmntenance

• ReSidents' bills for housmg serVIces and utIhtIes have decreased despIte the loss of
state SubSIdIes
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COOPERATIVE HOUSING IN A MARKET ECONOMY, POLANDI

A cooperatIve housmg model, developed by the Cooperative Housmg FoundatIOn through a
contract With USAID, was Implemented m 32 Pohsh cIties The model uses tramed AWIMs (a
Pohsh acronym for AgencIes to Support Housmg ImtIatIves), non-governmental orgamzatIOns
tasked to develop apartments or smgle-fannly homes m the commumty and other agreed housmg­
related Issues AWIMs serve as non-profit developers and work together With a coalItIon of
commumty partners -local government, banks, and fannhes m need ofhousmg - to deSIgn and
nnplement new housmg

The cooperative housmg model mcludes two pnmary actIVIties

• Trammg and capaCIty bUlldmg AWIM staffmembers, local government OffiCIalS,
and cooperative members partiCIpated m workshops and semmars on cooperative
development TraImng tOPICS mcluded housmg project orgarnzation and planmng,
democratIC small cooperative formatIOn and operatIOn, project financmg, land
acqUiSItion process, bIddmg, contractor selectIOn and negotiatIOns, construction
process management and overSIght, and mternal capaCIty development and
busmess planmng

• CollaboratIon between local government, pnvate mvestors, the constructIon
mdustry, and housmg finance orgarnzatIOns AWIMs acted as "go-betweens" and
facilitators ofnew housmg projects, workmg With all groups mvolved to
Implement the housmg project

Each AWIM IS an economIcally self-suffiCIent small busmess that prOVIdes profeSSIOnal housmg
servIces to cooperatIves AWIMs have contractual arrangements With cooperative members and
charge fees for servIces to those members, as agreed AWIMs charge an average ofthree to five
percent of the cost ofthe housmg as compared to an average of30 percent for pnvate developers
One hundred percent ofthe cost of the housmg IS paid for by cooperatIve members (no aSSIstance
IS receIved from governmental or mternational donor sources)

By December, 1996, 760 new housmg umts had been developed by AWIMs throughout Poland
CHF estImates that AWIM-developed housmg has led to thIrty percent cost saVIngs to local
governments over non-cooperatIve housmg Cost saVIngs for local governments mc1ude 1) the
cost ofthe housmg Itself, 2) maintenance costs, and 3) addItional property taxes that can be
charged on the new housmg

ITlns SUIIUIla1Y was taken from project documentsdescnbmg the proJect, "Strengthenmg DecentralIzed Market­
Onented Housmg DelIverv Systems through NGOs" and through personal mtervIews WIth Judith Hermanson, Vice
PreSIdent, Barbara Czachorska-Jones, Semor Housmg AdvIsor for Europe, and MIchael Homblow, SpeCIal
ASSIstant, CooperatIve Housmg FoundatIOn, August 13, 1998
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Bmldmg pnvate housmg has eased the housmg shortage m Poland Bmlchng has also led to new
constructlOn Jobs, plus Jobs m malntenance, bmlchng supphes, furmshmgs, and other housmg­
related busmesses For example, stores selling household goods are croppmg up throughout
Poland - stores that did not eXist pnor to the housmg boom

For example, In the Clty ofBlalsko-Blala, the AWIM w111 employ 50 persons full-tlme throughout
1997, 1998, and 1999 m constructlOn and mfrasture Jobs, willIe bulldmg 110 smgle faml1y homes

Cooperatlve Housmg m a Market Economy Poland 2
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VI The Role of TraInIng In SupportIng SocIal ServIces Selected Success Stones

Many professIOnals responsIble for socIal sector reform receIved USAID sponsored m the U S
The traInIng, of whatever duratIOn or content, exposures partIcIpants to the U S busIness and
SOCIo-economIC culture and lIfestyle ThIs western culture, WIth fundamental roots In a
democratIc market economy, offered the partIcIpants from CEE and NIS countnes InsIghts Into
dIfferent approaches and pOSSIbIlItIes for theIr own work Exposure to Amencans as a people
was also Important for faCIlItatIng InternatIOnal bUSIness and professIOnal relatIOns PartICIpants
saw and assessed dIfferent ways of lookmg at problems and ofapproachIng solutIOns to common
problems

ThIs broad exposure to new Ideas and approaches had a dIrect Impact m helpmg partIcIpants
break free from the group thmkmg of decades of IsolatIOn and accept that new ways are possIble
To actually see dIfferent approaches workIng m the US had a profound Impact on people's
attItudes and motIvatIOn

The specIfic utIlIzatIOn and Impact of tramIng also vaned consIderably among programs In
general, the shorter, overvIew kInds oftraImng provIded a general understandmg ofU S
systems When lInked to eIther follow-on traInmg, to In-country support from techmcal adVIsors,
or to on-gomg lInks WIth the U S traImng InstItutIons, thIs kmd of trammg was a catalyst for
actIOn

NGOs, non-profit orgamzatIOns, SOCIal servIce groups, and m some cases mumcIpal governments
were especIally able to make ImmedIate use of the traImng m theIr work Often Just a handful of
mdIvIduals make all-Important declSlons and usually do most of the work The key Issues facmg
many of these groups were not hIghly techmcal, but rather were related to management or
general actIVItIes such as fundraIsmg, publIc relatIons, or kInds of servIces For these kInds of
programs, substantIal benefits were denved SImply by exposure to mnovatIve programs ofothers
m the same field and relatIvely short dISCUSSIOns WIth colleagues about how they respond to
SImIlar challenges

approach to trammg For thIs kInd ofprogram, the broad exposure ofas many people m the field
as possIble IS needed to create a cntIcal mass of VOIces m the medIcal profeSSIOn WIth a new
VISIOn ofhow It can be SOCial change WIll come WIth these VOIces are numerous enough and
artIculate enough to begm to change SOCial and profeSSIOnal attItudes and overcome skeptIcs

In terms of dIrect applIcatIOn of knowledge and Ideas gaIned In traInmg programs, a few
mdIVIduals showed unusual abIlIty to create new actIvItIes or organIzatIOns and actIvely promote
change despIte sIgmficant obstacles

Followmg are four examples of successful applIcatIOn oftrammg throughout the regIOn
AddItional cases are found at <http //www emtraInmg net> and <http //www socialsector net



Innovative Trammg Improves Albama's NGO Sector

In March 1997, tramers ofNon-Governmental OrganIZatIOn (NGO) management attended a
PTPE trmmng program The program not only provIded the AlbanIan NGO sector WIth capable
mdividual tramers, It has also led to the strengthemng of an NGO trammg mstitutIOn m Albama
The trammg, desIgned and delIvered by CRP InternatIOnal m Clucago, provIded numerous field
VISIts and Job-shadowmg opportumties for the Albaman tramers to observe first hand techruques
for everythIng from NGO fund-raIsmg and commumty needs assessment to reCruItment and
motIvatIOn ofvolunteers

Individual Tramee Performance Improvement

Amla VendreshI, who IS now managmg her own traInlllg organIZatIOn called DeMeTra, reported
that "Everythmg I learned and heard (m the US-based tralillng program) IS helpmg for the new
work" On an md,v,dual level, Ms VendreshI was able to perfect her traImng and coachIng
technIque and now employs small trammg groups whIch results In more InteractIve traInIng In a
recent ImtIatlve to dIscover the goals ofprofeSSIOnal AlbanIans, Ms Vendresh! used the
technIque by creatmg a focus group of busmess people to reach a group consensus

OrganzzatlOnal Performance Improvement

Ms Vendreshl IS also applymg what she learned m the US to re-shape her organzzatlOn For
example,

• She mcorporated new ways to faCIlItate staff meetIngs by usmg technIques she learned m
tralillng to ensure that dISCUSSIons always lead to solutIOns WIth a person responsIble for
actIon

• She employs a new management style for delegatmg responslbIhty and allevIatmg staff
problems "Now I see the need to make DeMeTra an open Instead of closed
organIZatIOn," she explams

WIth these new mSIghts, she has receIved new fundmg to expand DeMeTra The expanSIOn WIll
allow DeMeTra to serve as a model of sound growth and effectIve NGO management Ehana
Xham, another partIcIpant m the traImng program has Jomed DeMeTra, volunteenng her tIme to
tram others Thanks m part to thIs tra1lllng, DeMeTra WIll make a slgmficant contrIbutIOn to the
sustamablhty of USAID's efforts to encourage cItIzens to partIcIpate m the declsIOn-makmg
process through theIr mvolvement m an NGO oftherr chOIce

Performance Improvement m the NGO Sector

Amla and her colleagues at DeMeTra have reached beyond theIr own orgarnzatIOn to Improve
the qualIty oftralmng m the NGO sector by traInmg more than 10 NGOs m NGO and project
management, agam, drawmg heaVIly from her traImng m the US The NGO sector IS also



benefittmg from the trmmng through the efforts of a tlnrd partIcIpant m the program

JulIana Hoxha IS more confident and enthusIastIc about takmg on tralmng tasks m her work at
the USAID-funded Democracy Network ProJect, a project whIch supports NGOs m Albama
Her Amencan project drrector used words lIke "amazmg" to descnbe the dIfference she has
observed smce Ms Hoxha's return The project dIrector also reported that Ms Hoxha IS now
comfortable usmg new mformatIOn to create a trammg seSSIOn, and she has contrIbuted several
excellent Ideas for theIr project liThe VISIOn of volunteensm", says her drrector, IS an essential
mgredlent that all those who partICIpated m the US tra1ll1ng came back With



New LegIslatIOn Opens AlternatIve Care for the Elderly In CroatIa

The head of the Deparment of SocIal Welfare In the M1lllstry ofLabor and SocIal Welfare m
CroatIa partICIpated In a USAID traImng program to Improve health care for the elderly m
CroatIa The program was sponsored by the College ofPubhc Health at the UruversIty of South
Flonda

CroatIa lacked non-mstitutIOnal means for provIdmg socIal care for the elderly PrevIOUS laws
addressmg elderly care allowed only the state to operate homes for the elderly, elImmatmg any
role for non-governmental organIZatIOns to provIde such servIces to the elderly

The mam ObjectIve of the program on SOCIal care of the elderly was to Introduce partICIpants to
the vanous optIOns for elder care aVaIlable In the U S PartICIpants were able to explore such
optIOns as nursmg and at-home famIly care alternatIves In addItIOn, the tramees WItnessed
first-hand varIOUS roles non-governmental orgarnzatIOns play m the care of the elderly m the U S

Durmg the traImng program, partICIpants traveled to dIfferent nursmg homes, saw vanous
at-home care facIlItIes, and met several non-governmental organIzatIOns that proVIde a WIde
range of servIces for elder care that are offered by pnvate and pubhc mstItutIOns

Upon returnIng home, Mrs Balaband coordmated and charred a MInIStry WorkIng Group of
twelve profeSSIOnals The group worked to draft a new law whIch would mollify CroatIan laws
regardmg the care of the elderly The law was passed through the CroatIan Parllament WIthOut a
smgle opposmg vote ThIs new law prOVIdes a greater number of optIons for the elderly, It
allows pnvate persons to open homes for the elderly (preVIOusly only state mstitutIOns were
permItted), gIves pnvate persons the optIOn to open centers that prOVIde at-home care, and
prOVIdes non-governmental orgarnzatIOns the abIlIty to offer a WIde range of servIces for elderly
care

The new law has been well receIved m CroatIa, and Mrs Balaband stated that the success of thIs
law IS m large part due to her partICIpatIOn m the USAID-sponsored traImng program The
program gave her m-depth knowledge ofvanous elderly care optIOns m the US, whIch she
applIed to the SOCIal care needs m CroatIa WIth the InformatIOn she gaIned m the US, she was
able to successfully modIfy CroatIan laws regardmg elderly care

Now that the law has passed and non-governmental orgarnzatIOns playa large role m provIdmg
elderly care, Mrs Balaband expressed mterest III further traInIng that focuses upon the actual
ImplementatIOn process



Flghtmg Drug AdditIOn m SlovakIa

In recent years drug addICtIOn has surfaced as a senous problem m Slovalaa Teenagers are
especially at nsk to drug addICTIon, and currently represent the highest nsk segment of the
populatIOn A large number of the teenaged drug addIcts use herom, a drug that tends to be
popular among young adults m most socIetIes, but IS the drug of chOIce for young teenagers m
SlovakIa

Centers for drug treatment and preventIOn eXIst, however, a more commumty-mvolved effort to
combatmg the drug problem IS necessary The U S trammg program provIded partIcIpants
varIOUS optIOns for Implementmg a plan of actIOn that actIvely mvolves members of the
commumty

Recently, the VIce DIrector of the ZIlma Out-PatIent Care Center m SlovakIa and four others
partICIpated m trailllng on drug rehabIhtatIOn at the Greenfield ChemIcal Dependency Center m
JacksonvIlle, Flonda The program conSIsted of several SIte VISItS to drug treatment centers and a
short course at the Center's faCIlIty

The trammg program mtroduced the partICIpants to varIOUS drug faCIlItIes that offer preventatIve
and treatment programs The partICIpants saw varIOUS models for actIOns that they could then
take back to therr home country and Implement

Dr Chaban returned from his traImng With a specIfic plan ofactIOn He orgamzed an educatIon
campaIgn modeled on the DAR E program that he observed dunng his U S trammg, which he
says IS cntIcal to gettmg the message out to youngsters about the negatIve effects of drug usage
As a result of the new educatIOn campaIgn, students m ZilIna at the secondary and umversity
levels are partICIpatIng m educatIOn and drug preventIOn programs for the first tIme ever Former
drug addIcts and respected leaders of the commumty are carrymg the message to students that
drugs can rum theIr lIves

Dr Chaban vIewed the drug addIctIOn problem m Slovalaa as "a plague that would draIn his
natIOn of ItS best mmds for the next generatIOn" He knew he had to take actIOn, but untIl hIs
mvolvement m the US traImng program, he had only vague Ideas of what needed to be done
The U S traImng program proVIded Dr Chaban the opportumty to VISIt dIfferent drug treatment
centers and become famIlIar With vanous educatIon programs aImed at preventmg drug
adchction He explaIned that It "wasn't untIl he traveled to the US on a USAID-funded traImng
program that he actually formulated a plan ofactIOn"

DespIte nnplementmg a successful educatIOn program m Zilma based on commumty
mvolvement, Dr Chaban contmues to work tIrelessly on multIple drug preventIOn projects He
IS currently workmg With Zilma's local government offiCIals to buIld a new out-patIent clImc as
well as an m-patIent hOSpItal that would house up to thirty addIcts At tills tIme, Dr Chaban feels
that m-country traImng would be a great help and hopes to arrange for Amencan experts to travel
to SlovakIa m order to traIn ills colleagues



Dr Chaban credIts hIs mvolvement m the U S tra1lllng program WIth helpmg hIm to actually
formulate a specIfic actIOn plan UntIl hIs trammg, he had many Ideas, but dId not have the
necessary knowledge and models to make these Ideas a realIty Dr Chaban pomted out, the fight
agamst drug addIctIOn IS a dIfficult one, but he credIts hIs TRANSIT-Europe trammg program
WIth havmg proVIded lnm "the necessary tools to make a VICtOry possIble"



CreatIng a New Substance Abuse PreventIon Center III Tashkent

In Uzbela.stan, the PresIdent of the Anonymous Alcohohcs AssocIatIOn partIcIpated m a USAID
sponsored trammg program, NGO Management and LeadershIp m Washmgton, offered by
Counterpart InternatIOnal

The Uzbek Anonymous AlcoholIcs ASSOCiatIOn raises the level of publIc recogmtion about the
dangers assocIated WIth alcohol through an mteractlVe and dIverse outreach program sImIlar to
that of AlcoholIcs Anonymous InternatIOnal The Azen alcohol abuse preventIOn and control
program orgamzes semmars and work groups, trams group leaders, provIdes counselmg, and
produces educatIOnal matenals The organIzatIOn plans to expand ItS work by attractmg and
traImng more volunteer mentors, mcreasmg Its fundraIsmg capacIty, and developmg new
approaches to tralmng semmars and counselmg programs

The NGO Management and LeadershIp course was a practIcal hands-on expenence based on
mternshIps WIth U S NGOs workmg m dIfferent sectors and areas of SOCIety development The
program strengthened the mdlvidualleadershIp capaCIty of the partICIpants through exposure to
the functIOn and operatIOn ofNGOs m the Umted States, enablmg them to more effectIvely
manage theIr own orgamzatIOns' servIces and bUIld coalItIOns among local NGOs The
partICIpants came from a varIety of dIfferent servIce and advocacy orgamzatIOns, mcludmg
agncultural aSSOCiatIOns, artIsan groups, elderly and dIsabled populatIOn support agenCIes,
unemployment programs, and women's and chIldren's lilltIatlVes

The Uzbek partICIpant was placed WIth Castle MedIcal Center m Honolulu where she was gIven
an opportumty to observe and get mvolved WIth the everyday operatIOns of dIfferent umts and
departments Upon the completIOn ofher mternshIp, she attended the Annual AlcoholIcs
Anonymous ConventIon m WaIkIkI

After her arrIval m her hometown of Tashkent m Uzbela.stan, Ms Turgunova ImtIated a number
ofprojects based on the mformatIOn and the expenence she brought from the Umted States She
conducted a trammg semmar for members and mentors ofAnonymous AlcoholIcs ASSOCIatIOn
where she presented the results ofher US study tour She also submItted a proposal to the mam
traImng proVIder, a Central ASia branch of Counterpart InternatIOnal, on openmg an AlcoholIc
Anonymous EducatIOn Center m Tashkent She IS currently workmg on the cooperatIve
agreement between her mtemshIp host Castle MedIcal Center ofHonolulu and her own
orgarnzatIOn to create a medIcal consultatIve center for alcoholIcs and drug addIcts m Tashkent

Ms Turgunova effectIvely utIlIzed profeSSIOnal contacts she establIshed m the course ofher
tralmng and mobIlIzed her own orgarnzatIOnal resources for ImplementIng new programs m the
filed of substance abuse preventIOn m Tashkent, the Uzbek capItal The USAID-sponsored
traImng proved to be hIghly effectIve m attaImng one of ItS major goals - promotmg and
strengthenmg mutually benefiCial relatIOnshIps between the Central ASIan NGOs and theIr
profeSSIOnal counterparts m the US


