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PRQJECTAUTHORIZATION.

PROJECT SITE: The Eastern caribbean' S~t>-regioh'(Al1'tigua
an d Barbuda, rx>miniica'" Grenada~, Morifser raF, '
St. Ki ttsandNevis, St;, Lucia". and"Bt .
'Vineentand the'Grenadines)

NAME OF PROJECT: Regional Pharmaceut-icalsM~nagementP'foject

NUMBER OF-' PROJECT: 5J8~0134

1. Pursuant to Section 104 of the'Fore'fgnAssistance Act of 1961;, as .
amended', I hereby authorize,theReg.ional Pharnaceuticals'Mclnagement '
project for implementation by the Organisation of Ea'sternCaribbean>
States (OECS) (the "Grantee") involving planne,j,'obligations:ofnofto':
exceed Three·Mil1ionFive Hundred Thousand UnitedStatesD611ars~

($3,500,000)· in'grantfunds ("Grant") ove:ra si~tyrno~th periodf~o'm';the":
date ·of authorization, subject to the availability of funds.in'-a·ccordance·:~

'. .. . ...... ,.. '." .. '.. ".. " .' ' ..... ,. . .... .,' ..

.with A. T.D .OYB/allotment pIiocess:, to help in financing ·for.e1gn;exchange
and local currency costs for t he project. TI1eplannedlife'o: the~
projectisfive years from the date of obligation.

2. 'IheProject( "project") consists of assist ing~t he'seven'OECSmemher';
countries .in .developing policie.sandprograms that will'resultin:oore
efficient utilization of health sector: resources, thr6ugh;the:c'reation,of.',
the Eastern caribbean Drug service (ECDS) withintheOECS',asa';' i

self-f inancing p.ooled procurement and drug supplymanag~ment"service';

3. 1heProject Agreement, which may be negotiated and execLite',j t'ythe
officer to whom such authority i sdelegatedin a ccorda.nce;with'A~I ~D·.',·

regulations,andD21egationof'Authority, shall b'2 sUbject't 0 the"
following.essential terms andcovenantsa.1d major conditions,',togethet;,~

with such other terms and conditions as A.I.D. maydeemappr6piiate:

A. SoLirce andOriginof Commodities

Commodities financed byA~I.D~ u:1der the Project shall"h.3ve.;e
the~rsource anjorigin in the participating countries of theE3sfern
Caribbean orin the UnitedStates, except as A.I.D. may.otherwi'se'a,3i"ee<::
i nwriting~. Except for ocean 'Shipping', thesupplier·sofcorrurOdities 'or"
services,s~allh-3.ve the participating countr ies,ofthe ·Eastern''caribbean.
or 'the:thited States as their place of nationality ,except'as A~I.D ~may'

otherwisecagree'in writing. Ocean.shipping financed by A~I .D~,under-'the

project snaIl, except asA~I.D • may otherwise agreeinwrtt ing', be
financed only .on f lag vessels 'ofthe United States.

In authorizing this project, I herebyapprovea,source,/ortgiri
waiver to permit procurement of five nem-U.S. made vehicles under this'
proj~ct 'wit h a total cos t not to exceed $50 ,00 o.

B. COnditions Precedent to Disbursement·,

1. Fi rst·Disbursement·. Pr iort o·t hef irstd isbursemeht· :under:
the, gr.ant, or to the issuance by A.'I.D. of documentation pursuant to·':
which'disbursement will be made, the Grantee will, except<asthe.parfies'''·
may otherwise agree in writing, furnish toA.T.D~' inform-andsubsfance'::
sat isfactoryt oA .'1. D.:
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a. An opinion of counsel acceptable to A.I.D. that this
Agreement has been duly authorized a:1cVor ratified by, and executed on b2half
of the Grantee, and that it const itutes a valid and legally bindin'3 obligat ion
of the Grantee, in accordance with all of its terms; .

b. A statement of th~ name of the person holding o~ act ing in
the office of the Grantee, and of any additional representatives, together
with .3. specimen signature of eac~ person specified in such statement: and

c. Evidence of intention to participate in the Project from at
leas t fiv·= 0 f the seve:l part icipat ing countries.

2. Disbursement for Other than Short-Term Personal Services
())ntracts or Rehabilitation of Office Space. Prior to any disbursement or to
the issuance by A.I.D. of doC'umentation pursuant to whic:t disbursement will be
made for other than short-term p'2rsonal service contracts or the
rehabilitatio:'l of office space, the Grantee will, except as the Parties may
otherwise agree in \vriting, furnish to A.I.D. in form and substance
sat isfactory to A. I.D.:

a. A time-phased implementat ion plan which includes the
time-frame and assigned responsibi.lity for the following: procurement of
long-term technical a~?sistance; establishment and staffing of the Eastern
caribbean Drug Service: and, procurement of the vehicles.

b. Copies of Letters of Instruct ion from at least five of the
seven participating countries to the ECCB, specifying the financing
mechanisms that \vill be established to gJarantee prompt and full payment to
suppliers for purchases of fharmaceuticals and medical supplies through the
ECDS.

C. Special Covenant s

1. Personnel. The Grantee, except a:~ A.I.D. may otherwise agree in
writing, covenants to provide such personnel a.s are necessary to assure the
effective implementation of the project·, in particular, a:1 accounts officer,
until such time as the technical assistance team is in place and able to
assume those duties; and, to assist with recruiting 0: permanent staff of the
ECDS.

2. Cost Recovery Schemes. The Grantee, except a:3 A.I.D. may
otherwis e agree in wr it ing, covenant s to seek cornrni tment s from part icipat ing
countr:ies to design and institute appropriate cost-recovery schemes for their
pharmaceut ica 1 supply systems dur ing the Project .

BESTAVAILABLE COpy·
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3. Organizational:Setting :fo'r 'ECDS. 'Ihe Grantee" 'except 'as
A.I.:D. '.otherwise agrees in w.riting, covenant s to establish (the;Eastern
caribbean Drug service as an agency oftheOECSwith;it sownqperat;in'g
mandate, and 'to provide t he necessary organizational :setting,'and
administrative linkages to supportitscontJnuedexisbence.

4. ,Utilizationof 'Equipment. Th·?Grantee.,except ;'as -A.I":D.
may otherwise agree in writing, covenant s to ensure tha't 'the ;ECDS ·and
'participat ingcountriesut i lize equipment ;pr.ovidedunder this 'Hroject ifor
activit ie,s :similar in nature to ,those ,carried ,out under this ;Project lfor
'a period equalling the usefull-ifeoftheequipment,.

•

s.~
James:S .~ltaway .. ..... , .•.

Director

Clearances

RHPDO:HWise _~

CD.o:KFinan" '~
C/DR: POr r , ~
PRM:OCCbulter ~7

,', RLA:Tcart~r ~,
t~_.,coNT :RWar 1 n J¥:.9'-::-;":~--
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~ I., :;SUMMJ\RY :ANDRECOMMEND'A'rIONS

',A. ';RecOmmenda t iOns

1. ; Funding

, ,RDO/Crecommends :thata'DAGrant;of :$3.:5, 'mi1fion ,be
':atithor'ized ,iof which, ~42.8mi:ltionis , pro fOsed',for';obJ:igation"in ,iFY
1985 'for :the ':Regional ,Pharmaceuticals ,Management: ,'Project
,headquartered :'at,the :OrganisationofEastern~caribbe'anstates:i'n:st.

'Lucia and "serving "the';fol10wing ,,:'countries: ,AntiguaABa:rbuda"
'DOminica ,:Grenada; >Montserrat,St.KTtts'ahd:Nevis":St.',,,Luciar,'and
'St. Vi'ncent 'and ~theGrenad1nes, ','with a .project Assi:stance:completion
Date (PACD) 'of August 5 , 1990.

2.,Geogra !=hic Code

-The ,project ,Atithor"izatToh :will's peci'fy :that't ;;except
as AID may otherwise :agree in "wr-lting, goods <and "is'e'rv:ices ',f,inanced

'by: ,AID 'under ,this ,project 'shall ,:navethe'ir:source:and ::orLgin 'lin
countries :includediri, AID Geografhic .Code "000 ,or :the,::r;DCS'cif "the
Eastern Car ibbeans p:c it1ed:above.

,3 .,'Source~Origin :waiver

I t:,is :recornrnende'(j "that a" source/origih';wa'iver ,.:from
AID':Geogra fhic Code '000 to 'Code':935' be,a'pprove'd;to(~rrriit·<the
procUrement of,fiveright~hand:drivevehicles. I

'B. ;summa'ry pro'jectDes9r·iption

The . pro1?Jsed:projectwflla'ssist ,'the':countries 'referred
to above in developingpJlicies :and programs 'that :will;·result ,;in

'more eff icieri t :u tilizat ion :::of health ;sector" r'esources': through
'Trnprovedprocureinent, 'mariagement, ·:and'::use·,of~;,t:harma.ceuticals;:and

:medical'sup'plies. 'The·P ro jectwill es tablisha'pJoledprocurement
:mechanism and fmproved 'su pply 'c;management practi'ces through ',the
'creation ';ofthe'EasterI1 'Caribbean Drug :Service <lECDS), 'Which/will be
administratively ;situated wf:thin the 'orgcmisation :~(jf"':Eastern

:Cciiibbean·stcites(OECS). Over a '5~yearp~riod"theProject,will

strengthen the institutional ~ca'p:lcity of the 'ECDS 'to ~ maintain~dts
drug)rnariagement ,services at a 'self-financing:level.
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The ECDS will pool country drug needs for international
tendering and contracting with suppliers, which is expected to lower
unit costs to the ECDS by at least 25%. It will achieve further
economies of scale in the efficient monitoring of individual
purchase orders; for the seven countries, the management of quality
assurance activities, and the publication of national formularies •

. Country-level activities, coordinated with the regional effort, will
be aimed at improving in-country logistics systems to increase
public sector management efficiency. These activities will include
improving port-clearing procedures, inventory control, management
information systems, in-country distribution procedures, and
prescriber and dispensing practices. Cost recovery mechanisms will
be instituted to decrease the public sector burden and to further
increase savings for the individual countries.

The prolect will provide technical assistance, training
of staff at all levels, start-up financing of the ECDS, minor
rehabilitation of storage facilities, computers, vehicles, and
pharmaceutical reference materials to support these activities.

C. Summary Findings

This Project is ready for
considered socially, financially, ·and
technically and administratively feasible.

implementation and
economically sound,

is
and

D.

Project
follows:

DAEC Concerns and Design Guidelines

The concerns and issues raised at the DAEC review of the
Identification Document (PID) for this Project are as

1. Recognizing that RDO/C staff is thinly spread among
a number ·of projects being implemented in various
islands, conf irm that the time that wi 11 be required
for both. negotiations and early im plementat ion of
this project will be available.

During the prep3ration of this Project Paper, RDO/C
has worked closely with the Director-General and a
senior economist at the OECS (which is to be the
implement ing agency for this project), who have
taken increasing responsibility in final project
design -- communicating with OECS member countries,
convening meetings with Ministers of Hea~th and
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Financ'ial Se'cretaries to disc'uss' the p~~:i~:cf'"
wo"rking out fi_ri~ncil'1g alte'rnatives, and seeking
country comI1l'itments to "'piEf{ci pa'te., Th~y have
demonstrated, their interest in playing an, a'ctive
role in imple'ment ing'thePr'oject • The OEes, is in
the process of, c'reating ,another ,st'afi p8s~ition "fri
the Central sec'retarfat to handle hea'lth and
education matte'rs, which will in'crease the'Ii
ca~bility to irilplem~nt this pr'oj'ect.

. '

A core Project comm'ittee compOsed' of RDdic staff; as
desc'ribed in Section. III~B. ,wili be'available.to
assist the OECS at any ix:>'int d~r'ingprojec~

implementation~ in ,addition, a short--term)?erso'n~i
Services' c6Ilf r actor will be provi,ded, ,afte'rEhe
signing oft'heGrant Agreement. to' assist" the o'EcSin
preparat ion ,," ofth~, RFTP and in frliticil
implementation activities.

2. The Project Paper shbu'id' sPeil'· out.,.th~ ,exact
mechanism'by whieh'thisProject·wilL· be,ca'rried· out,"
riot ingthe parti'ci patlOn .and" commitmerit's~',of:~·bhe·

Organisation bf East'ern CaribbeanStateS:-(OECS),,' ,the
Ea'stern, caribbean Central Bank (ECCB )-, and ..··,the
partie i patingGoverriinent s.

The "OECS will be the implementing agency f9rthi~
project and will be responsibie for the creation of
the Eastern

Cari bbean Drug service (ECDS) as an ag'ency of the
OECS .As a conditicm precedent to dis~urserne'nt .o'f
funds for other than short term personal services
contracts or the rehabilitation of Office, spaqe,
there will be Letters of Instruction from at., least
five of the seven, particiI;2ting GOVernments' to the
ECCB, specifying'the financing. mechanisms that have
been established to, guarantee prompt and ftli~

payment , to: su,ppii~rs, for" :purqh~~es, ' ,of
Pharmaceuticals and medica~ suppliesthroug~' the,
ECDS. The ECCB will serve as the pciymen'tsa4ent fo'~

participating Governments in, their purch'ases\of
drugs and medical supplies. Partici pating'
Governments' respOnsibilities are described in
Section III. B.3.
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3. The Mission should seek a commitment from each
particip"!ting Government during the first. year of
the Project to institute a scheme for the collection
of user fees during this project.

As a Condition Precedent to first disbursement of
funds under the;Grant, signed Letters of Intent must
be forwarded to the OECS from at least five of the
seven eligible countries. This letter will state
that the Ministry of Health agrees to design and
institute an appro priate cost recovery scheme for
their Fharmaceutical supply system during the
Project. The RFTP will call for technical
assistance to explore the range of alternative
cost-recovery mechanisms and to work toward a model
for each individual health system. The technical
advisors will assist with the institution of
cost-accounting procedures, the development of
pricing strategies, and the development of fee
collection methodologies.

4. The Mission should' seek commitments from Governments
who are in debt to pharmaceutical suppliers for
previous purchases, that they will clear those debts
in a timely fashion so as not to com promise this
Project.

The Ministers of Health of the OEes countries, in a
meeting held at AID to discuss project design and
financing issu~s, concluded that outstanding debt to
pharmaceutical suppliers was a domestic issue and
should be resolved by individual countries on their
own. Nonetheless, the implications for the Project
are not insignificant in terms of the risk of
countries continuing to defalilt on supplier feyments.
and in terms of suppliers' p:>tential reluctance to
tender.. wi th regard to the former, the
specification of binding finanical mechanisms for
prompt and full payments will be a Condition
Precedent to disbursement. With regard to the
latter, {X>tential suppliers will be assured of
guaranteed prompt payment under this program and of
ECDS independence from prior procurement schemes in
individual countries.

Only one of the countries appears to be
significantly and seriously in arrears on supplier
payments, and that country has recently taken out a
commercial loan to refey those debts.
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5.' Governments should be' encouraged: to 'set,', uP',,', a
financing mechanism> with the, ECCB. by ; which. the ,ECCB
simply ,"debits the 'respe'cti ve, Governmen'ts' account's
for. the, cost of cdrugpurchases ..

The mechanisms fOr prompt pa~ment of pharmaceutical
purchases are described in Section IV.B.4.'

6. The >option ,of AID financing of' a revolving ;fund for'
drug purchase, which was' one of thre'e options
outlined in the,PID "should be discarded"

AID, will not finance a revolving fund for drug
purchase.

7. The actual time required to create the regional
procurement uni t and make it functional' sholild be
reviewed .' during pre paration of the,' Project Paper, .
with a view toward shortening it from 18 ~'months,{as,

suggested in the PID)" to perhaps 6months,thereby
decrea'sing start-u pcosts.

The time required from project agreement until the
first tender is' predicted to be twelve months. The
procurement unit staff will be phased in during that
period as needed. A discussion of staffing is ','
contained in SectionII.C.l.

8~ The project Fa per should include documentat ion
supporting the ',' projected savings figure,' of 25% in
the cost of pharmaceuticals, as well as the savings
level, below which the project would, become
uneconomical.

Any reduction in the cost of fharmaceuticals greater
than 15% (set against the 15% administrative fee
that will be charged to pay the recurring costs of
the ECDS) will offer a net savings to participating'
countrie~. The reduction 'in unit cost of
pharmaceuticals purchased through the ECDS is
expected to be at least 25%, based on the experience
of the Bar bados Drug Service (80S).. Through' its
first tendering process the BDS experienced an
immediate drop in drug purchase prices, of 20%
overall, and its prices prior to' that time were
already lower than those paid by the' LDes of; the
Eastern caribbean region. In addition; Dominica,
through more careful supplier selection; even
without tendering and contracting, was able to
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reduce some prices by as much as six-fold. These
cost savings are detailed in Sections IV.A.,
Technical Analysis, and IV.B., Financial Analysis.
Other savings, more difficult to quantify, will come
about through better in-country supply management,
e.g. fewer emergency orders and less expiration and
deterioratio~6f inventory.

9. The Project Paper should detail
which· the procurement uni t wi 11
actual costs.

the mechanism by
be funded . and its

The Financial Analysis in Section IV.B., supported
by Financial Tables in Annex D, describes in detail
the ex pected recur rent costs of the ECDS, and the
method for financing those costs.

10. When selecting consultants for TA
serious consideration should be
selection of small and disadvantaged
defined in the Gray Amendment.

and training,
given to the
businesses, as

Every effort will be made to consider economically
and socially disadvantaged enterprises (8A firms) to
perform the tasks required. A listing of 8Ahealth
contractors was -obtained from LAC/DR and will be
forwarded to the Grantee for consideration in their
contracting. As delineated in RDO/C's FY 86/87
Action Plan, a record will be maintained of all
contracts and sub-contracts with 8A firms which will
be included in Semi-Annual Reports and Quarterly
Pipeline Reports.

11. The Project paper should include an evaluation plan
which specifies: the· number of evaluations which
will be performed, i.e. annual, mid-point,
end-of- project; the issues to be ex plored . in each
evaluation; the data needs; and the data collection
methodology.

These points are addressed in Section VI Evaluation
Arrangements.

12. The Mission should ensure. that project part ici pation
by any country must include pharmaceutical pooling
as well as TA.

As a Condition Precedent to disbursement for other
than short term personal contracts or rehabilitation
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of'office _space_ the Grantee - will ,fur-Dish' 'copie.~r. of
Letters' of- Instruction.from at least:' five of" he':
seven:c.countriestothe ,ECCB,. documenting, commitmerit~;
to 'the tX>oled,:procurement'scheme ·and-:spec.ifying/the
financing';mechanisms to be,,:emploYedfor. -payment', to,.
su ppl i ers~'

E.,- _ Contributorsto~ the project Pa'per

The ,following individuals ,contr i'buted :to the :dev.eiopn~Tlt.;·

of-this 'ProjectPa per:,

1. AID

a. prbject Design Com~ittee

Ivor Bennett, Economist
Kimberly Finan, .capital Projects- Officer
Cecilia Karch, Social-Scientist, .
Robin Phillips, Program Economist :.
Gail A.Washchuck, Health. Officer
Ho~ly Wise, H~althOfficer

b.' Project. Revie.w.Commit tee

James s. HoltawaYi Director
Terrence J. Brown, Deputy Director
'Peter Orr, Chief, DevelopnentResources
James Ste ph~nson, Chief, Capital Pr:ojec't:s
Robin A.Phflli ps, Program' Econom'ist.
Richard L. Warin,Controller
R•• Carey Coulter, prbgramOfficer·
Blaine Jensen, Program. Officer_
stanley D. Heishman, Regional. Contracting
Officer

Theodore B.Carter, Regional Legal. Advisor

2. Consultants

Peter Cross, Financial Analyst
Robert Girling, Management ,Economist
Margaret :Hume, Log istics _Management:' S t=ecialist
Daphne. Kemp1.er, Heal th Economist
Rosalyn King, pharmacist
John Turnbull, Phar'maceutical Supp~y -st=ecialis,t:



- 8 -

3. Representatives from the OECS, ECCB, and Member
Governments

Dr~ Vaughan Lewis, Director General, OECS,St. Lucia
Mr. Silbourne Clarke, ECLAC Advisor, OECS,st. Lucia
Mrs. Ethlyn Simon, Economist, OECS, Antigua
Mr. Cecil Jacobs, Governor, ECCB
Mr. Errol Allen, ECCB

Honorable Christopher O'Mard, Minister of Health,
Antigua and Barbuda
Mr. Henson Barnes, Perman~nt Secretary, Ministry of
Health, Antigua and Barbuda
Honora ble Charles Maynard, Minister of Health,
Dominica
Mrs. Sherita Gregoire, Supply Management Officer,
Central Medical stores, Ministry of Health, Dominica
Mrs. Pauline Andrews, pariiamentary Secretary,
Ministry of Health, Grenada
Honorable Margaret Dyer-Howe, Minister of Health,
Montserrat
Honorable Sidney E. Morris, Minister of Health,
St. Kitts/Nevis

Honorable Clendon· Mason, Minister of Health, st.
Lucia
Mr. Cornelius Lubin, Permanent secretary, Ministry of
Health, st. Lucia
Dr. Anthony D'Souza, Dire6tor of Health Services,
Ministry of Health, st~ Lucia
Honorable Allan C. Cruickshank, Minister of Health,
St. Vincent and the Grenadines
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II. , I

A~' Rationale

1. Background

The conce pt of aCari hooan .. ,Pharmaceutical .~se'rvice

was ,d.iscussed as early as 1972 at the CAR-IeOM Health Minis'ters
conf¢rence, which called for the dev~lopnent of an informat'i6;n
system to share 'pharmaceutical cost i nformatio'nand sources o'E
sup'ply." The CARICOM secre,tariat. acted. on . that .. recommenda~i6'n &:rr.
a,PPfOinting>a . pharinac'ist to .. their Health Unit. and. establishing, a
"Mastercontract n ". for obtaining pricing informatio~ ,on, 51
pharmaceuticals. Th:rough this system, CAR-IeOM has estimated dnig
demands and received price quotes 'from.t:o'tentialsuppiie'rs.,But
the CARICOM system has funct'ioned only as an inforinat.ioncent'er.
since it does not-establish firm contracts with suppliers,.'th'e
'CARICOM "Master Contract nhasnot 'been able to. produce consis,teOtly
good supplier prices. consequently, it has not been successfUl. in
offering significant and,consi,stent ,cost savings to '.... member
Gover'nme'nts •..•.. In addition, the ~ARICOM syst'em does not address ~he
rno'recostly institutional problems reiating to effective drug supply
management.

The demand still exists for a regional syst'em to
improve pharmaceu~ical su ppiys~rvices and. reduce. unit. costs. of
pharmaceuticals. The OECS member countries (See Figure 1), feeling
that 'their . health interests are sometimes eclip.sedbY MDC issues in

'the tARICOMSecretariat, are inc~easingly interested in deveioping a
mechanism which will assist them at the sub-regional (OEC~Llev~l.
It is from this Perspective that this Project has been developed.

The drug supply systems of the OECS member c'ountries
are beset with similar problems: short supply of 9rugs; disorganized
warehouses; out-of-date products; untrained' staff; in-service and
inadequately. equ'i pped wi th shelving and secure storage places; and
unh~liable transport impeding timely delivery of supplies t.o
i:er i Pherai areas. '

They also face fiscal constraints which further
disrupt the su.pply process. It is not uncommon for goods to remaHl
on the dock for six to eight weeks while the r1inistry of ,Health
~wai~s availability and transfer of tunds from th~ Minls~~Ybf
Finance. It also is not uncommon for suppliers to add . on,a l~rge
surcharge (inancing credit) when dealing. with, countr+~SW~l:(:h
not.oriously ake six to nine months to process payments~ And as a
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result of both irregular and small ordering volumes from islands
with limited IX>pulations, it is common for prices charged to the
Eastern Caribbean countries to rangeupNard of 30% or more than
those paid by the Bar bados Drug Service on near ly every item
examined (See Table DS for specific examples).

There is substantial need for technical assistance
and t raining to improve the in-count ry su pply management systems and
to institutionalize a service which can assist OECS Governments in
procuring drugs at reasonable prices.
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Figure 1
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To respond to this need RDO/C first presented the
proposed. Project to AID/W in November 1983, as part of a Health
Sector Resource Management project (which inc~uded, as well; a
component designed to implement a number of al ternati ve health
financing mechanisms) • Design of the broader project was
};X)st };X)ned. However, as fharmaceut icals management. and financing is
a discrete area for improvement, specific proven interventions are
known, and OECS Governments have enthusiastically embraced the
concepts,this portion of the original Project has been split off
and design work has been able to proceed. The success of this
actiVity will demonstrate to OECS Governments the potential for cost
containment throughout the health and other publ ic service sectors
and leverage their commitment to undertake activities in alternative
health care financing, privatization of select services, cost
accounting procedures and other aspects of public management and
institutional development.

policy discussions with Ministers of Health, other
senior officials from Ministries of Health and Ministries of
Finance, and drug supply system managers have shaped the project
design. Government officials are acquainted wi th the ~chievements

of the Barbados Drug Service and the USAID/PRICOR-funded project in
Dominica, both of which have succeeded in increasing the timely
availability of drugs within their health systems and simultaneously
decreasing unit costs of drug supplies. They are eager to replicate
these successes for their own countries. Their primary constraints
are a lack of technical exp:rience in these areas, public sector
budgets which are not ex p3.nding , and the absence of a regional
coordinating mechanism which will offer the~ economies of scale in
drug purchases as well as increased possibilities for regional
coop:ration. As a result of CARICOM's previous efforts, recent
achievements in pharmaceutical supply management programs, and AID
discussions at the Ninth Heal th Ministers Conference held in July
1984 in Dominica, the Prime Minister of Dominica called for an
immediate donor funded activity to establish a financial mechanism
to ena ble };X)o led procurement .•

Since that time, the Ministers of Health of th~ seven
OECS countries have agreed to the overall approach for' this Project,
and to the establishment of the Eastern Caribbean Drug Service
(ECDS) within the OECS Secretariat in st. Lucia. They have agreed
further to work out, on a country-by-country basis in collaboration
withUSAID, the OECS, and the Eastern Caribbean Central Bank (ECCS),
appropriate financing mechanisms for drug purchase through the
ECDS. The momentum is now established for this Project to get
underway.

I r
I!

'1,
i
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2. Economic Sett~ng

The Governments of ~he ,Eastern Cari.bbean countri~s

c~rrently allocate lO~14% of their total recurrentbudg~ts to
health, :ofwhich 5.-12 % goes to the purchase ,of phar;maceut.i~~rls .a,nd
q1edical s,u.pplies. During these times .of . fiscal constraint .and
am~dst efforts to' reduce . public' sector expendi tur,'e;' t.h~se

percen.tages are not likely to increase. Population figures int'he
Eastern Caribbean region, .however, continue to rise at a'bout' :2,.~%

per year ,with the result a .decreasingal10catlonper capita for
phCirmCiceuticals. ' "

Per capita expenditure currently ranges .frC?m ~S$.2·.55

to $6.'4° .in theOECS countr,ies, with an average of $4;.50. .Even if
rnanagedeffectively, this sum Jsnot ,high comp3redto appr.o}{imate1y
$12 spent per person in Barbados. The pECSGOver-nments', are
~truggling to provide high quality primary heCllth care service~ ;i(l a
dJff~cult economic environment • The situation i's exacer ba.tedby
wastage from :poor fiscal and supply management which is' estimated to
be 5 % or more .of the annual P\:lrcha~e volum,e. ,These Governments c~n

ill~affo~d such losses.

This project is exp~cted to lower unit costs of
pharmac~uticals anayerage of 25% through the pooled tenderin.g and
~ocurement sy~tem, and to further increase the efficiencyofh~~lih

sy~tems through in-country s:lpply system management improvem~nts.

The des ign and impl~mentation of r~alist ic cost recovery, sche,mes
will offer countries the pJssibi~ityof recapturing some~f .the
plb,lic sector 9utlay. Initially, thecreatio,n and developn~nt of
the Eastern Cari bee?n Drug Service ( ECDS), which will support and
maintain these improvements, will require external financial
assistance.

3. Conformity With Regional Health Sector Strategy

The OECS countries have all endorsed the 1978 Alma
Alta Declar(ition of "Health for All by the Year 2000". The concepts
of primary hea~th c~re. In g~'n~ral their National .Health' p).ans
incllJde: programs to t~ain nurses and oth~r health workers for
delivery of, basichea:Lth servic~s in rural areas; the upgr~dil1g ~~

rural health facilities; immunization campaigns; and he~ th
~c1uca~ion and. promotion efforts•. Their health systems iI1~o~pqF te
secpndi3:ry aI)d tertiCi~y care facilities through which they. st~ive to
d~).iver the full range of preventive and curative health s,ervices.

c.:-,
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Ministry of Health policies and operational plans
call for improved management to develop and implement their programs
in the context of current budgetary constraints, wi thout. placing
additional financial burden· on the public sector. Further, they
call for increased regional cooperation to bring about economies of
scale which otherwise would, not be possible. with the OECS
established as a respected representative voice in other areas,
member Governments have expressed interest in establishing within it
a Health Desk.

The Governments have recognized the timely
availability of needed drugs as a vital element of their primary
health care strategies. Drugs and medical supplies not only have a
direct imp:lct on health status but also influence it indirectly by
lending credibility to the health system. The current
inefficiencies in drug sup~y systems in the OECS countries decrease
the availability of already limited supplies, and thus severely
constrain these Governments in bringing their health strategies to
fruition.

This project, offering increased availability o·f
needed pharmaceuticals and, at the same time, decreased unit costs
through regional pooled procurement and improved stock management
practices, coupled with the institution of realistic cost recovery
schemes, is in line with the health sector strategies of the OECS
countries.

Some countries, notably Dominica, have expressed
interest in exp:mdingp.lblic sector supply systems to provide drugs
to private t:harmacies. This possibility is envisioned at a later
stage of ECDS operation, and will be a useful model of
p.lblic-private sector interaction in the health field.

4. Conformity with Regional Goals

The Eastern Caribbean countries are pursuing
policies of free-enterprise-led growth combined with reductions in
public sector expenditures. They are attempting to utilize better
management systems to control public expenditures and to cooperate
with regional bodies to bring about economies of scale which
otherwise are not possible. These objectives have been the basis
for forming the Caribbean Community Secretariat (CARICOM), the
Organisation of Eastern Caribbean States (OECS) and other regional
bodies. Evaluations of these organizations conclude that their
services are most successful in areas where they facilitate economic
cooperation. This Project will utilize OECS and the Eastern
Caribbean Central Bank (ECCB) to continue the efforts in areas in
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c,opp:ration.
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sav,ings can ;realiz,ed regional-",-.:. ", '.',

utilizing the OECS to .est:ablish of a p?ol~d

procuremE7nt m~chanism--offering ecot:lom~es of scale , . improyed, i stQc:k
man~gement in individual ~ountries aod "the instituti'~n a:~d/?'r
eX~flsion of cost-recovery mecl)avisIlls--this 'Project WJll's.~~k' t'o
increase Public' sector efficiencies.,' In 'fin~nc,ing the' ESPS
recurr.ent ex?=nditures in a phc:lse<;1-d9wnfashion'..oye'r fiye" y~,~t.",s,
train,i,ng. staff at the regional and country leyels'Clnd gev~l()pil1g

sustaina'bletra,ini l1g m,e~hanisn~s, the Project will strerlgH\~D',t~e
institut:ional capability within the Region to maint'ainthe~'e
~mpro\1~m'ent s. ' , ., " , ;' ,"

5. Relationship to Mission Strategy

, ~he Mission fully supf:Qrtsthis ,pr()jestwh~ch Js
aimed at·' increasi ngthe cost-effect i '{E:ness of p.1 bl ic sector p;:-og;:-alT\s
through improved i design, management and ,im plementa~i.on.· :Tl;e 'l1eed
for' action is witnessed by the fact, 'notedeailier, that 'the
Goyernrnents of, the Eastern Caribbean \\7i 11 s pend~,n'E!stiI1lat~d ".u~:$~~'6
million.onpharmaceuticals yearly' of w,hich 'asignif~cantf:Qrtiori is
was,ted.throu,gh fOor fiscal and s!J ~piy m~.nagE:ment.~vhit~ .'t~~s

represents a small percentage of t:he total government recurrent
bUdget, the Mission. recognizes improved Pl1armaceut'ic'a'ls,ITlana'gem'ei1t
as an area Where' immediate saVings can' be r'ealized. ," ",' , ..

, .' ':. '..' -" . '. .. - :. • . , - •.; , - . " " ~... - . - : ..

The Regional pharmaceuticals. Management Project w,ill
pJsition the Mission'to. pursue the' type'Of "tx>lifYdialog'ue/'calted
for in' theFY ,86 RDSS. ,The RDSS h'as as its health sector "goal

. ., . .' . • . . :. ," . '. ' '. ,'. '..: .~ • , - ' - .\. --' . - ' .,.'

,improved coverage and efficiency of health services and trimmihg
health services delivery cos'ts. In this pr'oject~ P"1Ci;rmaceUtlcal
avail?bility will increase as, utilization~tterns p~come,cl~a';rer,
supply inventories are improved,and forecasting of drug needs for
timely p~ocur~m~nt is en'hanced.' unit costs of dru,gs will' be
substantially reduced, allowing count;ries to purchase more ,for the
same. quantum of funCis, ,thus contr'i buting to improY7d, drugthe;-aPt.
supp~y,man'agem~nt improyements'in ,each country, w'i~l reduce'dests
further. Th'e' quality of drugs available and disp:nsed" will be
improved through information diss~minati,on activities aimed at

. consumers and providers. Public .sector financ'iai)urgens will be
relievedt'hrough the institution of realis,tlcpubiic '~~~,ctor c;:.ost
recovery ~c~emes.

,?y establishing financial incentives for the
countries to combine the(r' procurement needs, the R.egiO}'l~i
pharmaceuticals Management project willi,oster ,regional c<?o~~rati9,n'
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to effect economies of scale and better utilization of resources.
Further, it will strengthen a self-sustaining regional institution
to maintain" these activities~

B. Objectives

The goal of the propJsed Project is to maintain and/or
improve the health status of the seven OECS member countries.

The project purpose is to establish an integrated,
managerially viable, self-financing drug service inclUding a pJoled
procurement system serving seven Eastern caribbean states.

C. project components

The project will have two interrelated foci: "the
establishment and institutionalization of ECDS regional activities;
and, country-level activities targetted at improving in-country
su pply management processes. Together these efforts will increase
the overall management efficiency of drug supply systems in the
region.

1. ECDS Regional Activities

The Eastern Cari bbean Drug Service (ECDS), which
will be set up as an "agency of the OECS with its own operating
mandate, will manage the international
tendering-contracting~procurement process on behalf of its seven
member countries. As ancillary activities to that process, the ECDS
will coordinate the developnent of national formularies, will
undertake and manage a range of quality assurance activities, will
promote liaison with participating countries thro"ugh the formation
of regional committees and the publication of a newsletter, and will
coordinate regional training . programs. Individual countries
p:lrticip:lting in the ECDS will be responsible for forecasting their
drug needs, and managing the in-country" port clearing, storage,
inventory control, rep:lckaging, distribution and use of their
respective shares of the procured fharmaceuticals.

a. Organization.

When the ECDS office is in full operation it
will be staffed by an Associate Director (who will be expected to
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move into the fOsition of Director), a,n ~$-9istat:lt Direct0r,f9r
supply' Services~' 'an Ac~ountcmt, 's~cretary,'c'I'erl<'Typi~t, Cl~ri<?~l
Oft'icer, and compUter 0 perator G '(An organi,iCl,~ion~i"s~~uctllr:'i§
pre~ented ~n Figure 2) • The Ass~cia,te ' DiF~ct:6r- will' !?e. "in
training ~ from th~ start to assume t:h.~' dir~ct?r~hipOft:,heECDS.' in
YeCir 3, at which p:>~nt he will hav~ 'u~tfrriat:~'r~s~ns~t:>ilitY~9r'c:l+l
ECDS activities. In this role, he. wiir'ov~~s~e the procure.ment
proc~ss, provide the necessary' liais()n with ~"rt~c~p3.tin.g;'·'~'9ul1~~(e:~,
convene technical committees, produce. ':in '~CDS" newsle'tt~r, coorqlpatr
region~l training al1d ,continuing 'education p;r~grarns~ang p;-OVid,~
technical a~sistance 'or n troubie~shootingn 'on thE?'} i,ndi vid'ual isiang's
as n,ecessary. The Assist~nt Di'rE:ctor t'dr,$'upply se~yi<;=e$' '~{li
manage t,he operationCll ,activities' 'hi ",' th~" l P?9i ¢d
tendering-contracting-procurement process'.' ,',' :, .

. . ", '.:':' -.. '.. - -' ',','

A Tech~ical Assistance .t.eam will set- up the
EeDS, assume initial resp)nsibility f?[ itsJ"I.lnc,ti'onincj,'aIld.w¢>i)
sid~ by side with ECDS ' staff, trainingth:erna~dstren~theni'ng<,the
institutional 'car:ebility of the ., orgallizat'ion . :t6: "'fu'nctlon
independently. EC,D'S senior staff '\vl~'i ',tak,e in<;:,r~\3e,(rg
respon'sibility for internal organii~tio.n ai19 manClgem~nt:" as" the
proj'ect pr0<;Jresses. . . ' 'j.;.1:.. ' '. ..' '; ':

The Technical Assist~nceTeam'f?'lrticuli;lrly~.r.e

TA Team Leader and the Procurement and Drug .ServicesAavisor~ ~ill

,workcloseiywiththe ECDS1\ssociat~' Dire'ctp~, t.h~ ECf)S,AsS,i~,t,a,r1t
Director for Supply .Services and the' ACC0l:1ntap,t through'?Ut'th~

,proj'ect ,effe,ctively provicjing,on-the- job tr-aining in'\he' ':sys~~'~s
and 'procedures of t.he ECDS.," ,BY' pr'~jec'tcompletion ,the~e "se~:io~
staff will be fully' responsible for . gUi,ding 'theorgGi,niza:tio.~ and
.providing .its full r..ang~ of .ser.v'ices. - ',,' . "'.;:- .'.., .." ;' " ,'-',' .. :.' ,', ..•. ;

To .pre,pare them for that .;role, ..the project ,Viill
finance theirparticir:etion in two to four"\Vee{:training'cou,rses in
general management, systems' analysis and management info.Fmatfon
systems ,and pharmaceut icals sapply' mcu1agement • The ap'pro'Rr fat'e
course o'fferings,are' likely to be found 'in the 'Ul,1ited ,stC3.t"es,
although the existing training institutionsi'n'. the .caribbe~n 're:gion,
e.g. CAST' and FACT in Jamaica, ',and BIMAP' 'a:n9 CARICAD' :i,rl . Bi=libCi.d,,oS,
will be used 'to the ,extentp::>ssi})le. ' '.
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To ensure that the ECDS remains: rE?s ponsive~' to
the needs of, the member count,r ies, a Policy: Board will' be<
established, wi th overall responsibilJty,· for, ECDS' policy, direction~
Its membershi,p shall include a, representative from' each;; of'; the":
countries as well as the OECS, ECDS,. ECCB', and' the techn,ical':
assistanc~-team~

I

On an operational' level; the ECDS'~will wO'r,K'?' iil,
collaboration with a Technical Advisory Committee: comp::>sedof ECDS
senior staff and, technical representatives from:; the, each> Ministry;; of,:
Health~ This Committee will ·review;andprovide tE?chnical;advi~ce'and'

guidance on; project design, and im plementat,ion,' develo pnent of
operational procedures ,the extent of standardizatio!? of" systems:,and
procedures among p:ir.ticipating countries and relationshifG' with
international and bilateral l';assistance agencies. The,', Technical'
Advisory. Committee will have two 'subcpmmitteesj' one to,~assist· the:
ECDS with tender review, and.· the other to assist)' the'. member,;
countries with resolving issues·relatedto'formularydevelopnent.

b. Pooled Procurement.

A key project activity.;' and the; major single
function of the, ECDS is the' establishment of, a" system':;' for'
coordinating': drug needs and undertaking p:)oled' tenderi~g';

contracting ,-and·- procurement of >drugs so that economies ~of:scale'may.

be, realized' for the' benefit of, the- member, countries. The ECDS,will
compile; the: annual drug needs" estimates submitted _ by,', me'mber
countries _and put out' intern~tional: tenders for'; those items.,' At;
start-up, p::>tential su:ppliers' wril be only those- regio'nal' and!
overseas suppliers currently marketing their, drug;products in"oneor'
another of the OECS countries, ,although this list is'likely to'gr.ow·;
as the tendering system"develops.

At the close of, the tendering' period, the';'ECDSc
will convene_the 'renders subcommittee ; which will __ be . formed,with '
country representation, to evaluate all the tendersreceived';Cand: to
select suppliers. The, ECDSwill . issue Maximum:'Price Contracts to
suecessf li I s Li ppl i e r s , through wh ich:. th e s u ppl i e rs -ag r ee~, t o':'a maxim'um;,:
price" for " the duration of- the C', contract· period; in turn, the
particip:iting .countr ies guarantee a minimum 'p.1rchasequant ity.;

Throughout the contract period,· the ECDS will,
process p.1rchase orders recei ved from part'ici pating countries:,:
forwarding.' them to the appropriate; suppliers i monitoring order.
status, overseeing transshipnents as necessary, verifying the
arrival,< of shipnents in individual, countries, ver·ifying<: that>:
shi pnents meet contract -terms, and authorizing payment-on the.:;'
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country's behalf by the Easte'rn Caribbean Central Bank~ (Payment
includes a 15% mark-up to finance ECDS services). These procedures
are presented sequentially in a flow chart in Figure 3. In
addition, the ECDS will oversee the "trading" of pharmaceutical
stocks among member countries as appropriate -- e.g. to alleviate
overstock situations, or to respond to emergencies in individual
countries.



Figure 3
FIDWCHARr OF

FORECASTING - TENDERING - mNTRACI' - P~CLE

Country ECDS Suppliers

Prepares forecast of Pools estima.tes
drug needs ---+~ velops list

Puts out tender----......p). 'llender offers prepared .

-----+-----.-.:-------~cords $ oomnitnent in.
oountry acootint

~~=~--~Contracts established

------oR Receives purchase order
Reviews P.O. and notifies

EXn3

Tender offers received, ..?-l..-----

reviewed, contracts
awarded

Countries notified -of
contracted suppliers

~
Colll1try prepares _purchase

order and forwards to
ECDS

--+------------..,~ys- supplier + 15% to ECDS

.. _. .__.. .,. ,.__ . t----------_-,,1"~-ports account status to·JD)S

M::>nitor country < -+. . . __._._ ... .._.. ...__ .... ,J-.
perfonnance

N
.......
I

Bills oountry

Payrrent- received

Forwards P.O. to supplier P.o. received, processed,
Tracks order --------t-:~ shipped

sends notification and
docurrentation to
country and ECDS

._-~

Receives notification of
receipt from country

Checks invoice for
oontract oornpliance

Notifies ECCB to pay
~----

15% received from
oountry acoount

ReinburSe OCCB acoount
(supplier invoice +
15%)

Receives notification of
shipment from supplier .

Receipt of goods and .(.... __.. ---...---...- ---.-..._~_.
invoice

Checks for conplete-
ness and acceptability

Notifies B:DS (and sends
copy of invoice)



- 22 -

The pooled quantity tendering procedure and
internationa'l procurement method can be expected to lower current
unit costs by 25% on average and to create a smooth and continuous

. stock-on-hand situation.

c. Formulary Development.

A formulary is the basic document of a
country's drug management system. It informs procurement personnel
about what products to bUy and it informs prescribers about what
products are available and how to use them. Although all of the
OBCS countries have, at a minimum, some form' of drug list, only
Dominica and St. Vincent currently have true formularies including
therapeutic guidelines, and indications and contra-indications for
use of each item. Recognizing that the proper use of medications is
a method of cost-effective use of scarce drug supplies, this project
will assist with the further developnent, continual upjating, '.. and
prin~ing of national formularies. This assistance will be provided
at the individual country level' and at the regional level through
the establishment of an BCDS Formulary Subcommittee with country
re presentat ion.

FormUlary developnent will proceed with an eye
toward regional standardization to the extent feasible and
appropriate. A degree of commonality will be sought in selecting
the drugs of preference for treatment of regional health problems
and standardiz·ation will be sought for dosage forms. This will
facilitate the p:lper work for procurement by restricting the total
number of items to be ordered by the ECDS. .Therapeutic norms will
be developed for formulary products to promote rational prescribing
and economical consumption wi thin the health care systems of the
member countries. Under a PAHO-CARICOM project, a master
com pilat ion exists on computer of all drugs current ly 1isted by each
of the Eastern caribbean countries. The editorial content of
DOmini?a's formulary is on the same program. Access' to this
background work will expedite the Project's work.

d. Managemen~ Information System.

The ECDS will require a well-organized
manage!TIent information system to compile country drug needs,· process
tenders, track purchase orders, monitor supplier performance,
coord inate country develo pnents, .and moni tor each country's account
status. This "central level" MIS will be designed and implemented
early in the Project. In addition, selected management information
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routines i w;ill:beimplemented r,egionally, to facilitate ,commuilication
.between the ECDS ·andparticit:eting'countries ,andto·.. assure'th'at·· the
member countries' have 'the info'rnatlon, necessary 'for,managing' their
ind ividualsu pply' pi pelines. .

The Technical . 'Assistance Team 'will wO'rk'with
,the ECDS .' and.counterparts in .each Ministry;'ofHealthto develop >a
"generic" procedures manua'l, including standard forms : for
,forecasting ·:needs, standard purchase orders, contracts and.'irivoic'e
v.eri ficationforms ~ In the context·bfeach country 's:Su pply :i'sysbem,
appropriat.eforms "and~procedures will be 'developed for inventory
control .andstock . management. Init.ially, theseroutineswiil be
manual but cover 'the life of the project .many of them 'will ·be
computerized. The ECDS, th~;1 ECCB, and all :particlP:itihg counEries
will be provided. microcomputers and training through the'Projec:t~

e. Quality Assurance

'To assure that the drugs procured ,,'meet
acceptable standards of quality, the ECDS staff will carry :olltan
active ·quality assurance program. This will complement the
establishment of . effecti ve and binding contract . terms 'with
individual suppliers. It will includescreening.new, suppliers for
reliability, requiring Certificates of ,Quality' for ail shipments,
testing samples from prospective suppliers or from shirments

'received :·at the .Regional Drug Testing Laboratory in Jainaica,
maintaining supplier records' and evaluating the performance of
current and past suppliers, prOViding gUidanceonpac:kaging systems
to member countries, and monitoring the' condition of products in the
storage and distribution systems of member countries. Sticha
quality assurance program is more cost-effective on a, regional 'basis
than when attempted by individual countries.

f. ECDSNewsletter

To promote liaison 'and communication between
the : ECDS and participating countries the regular publication arid
distribution of ,a newsletter is anticipated focusing on techriiccil
and management issues related to the select ion, procurement,
distribution and use of drugs. It will contain drug' therapy
u pjates, announcements or review of regional and e:oUritiyactivities j

supply news, supplier r:erformances,anddrug quality reports.
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2. Country-Level Activities

a. Forecasting Needs.

In order for the txlo1ed procurement concept to
function effectively, member countries must be able to provide
r.easonably accurate forecasts of their drug needs in accordance with
the ECDS overall schedule of operations. The Technical Assistance
Team will work with counterparts in each Ministry to develop
appropriate forecasting models that take into consideration
epidemiological/demographic .factors, health care service statistics
and historical consumption data. These efforts should reduce. the
margins of error in individual forecasts and consequentially in the
ECDS collated es~imates put out for tender.

b. Facilities Upgrading.

Country facilities for central storage are
frequently not adequate. In its early phase, the Project will
sUPIX>rt minor uwrading of warehouses by providing technical
assistance for storage space management, as well as construction
materials and equipment for atmosphere control and security as
necessary. New structures are not contemplated. Each country will
supply and bear the cost of necessary labor • At the peri pheral
level, dispensing facilities on all the islands need uP3rading.
They are in need of additional shelving, repairs to windows and
ceilings, and~ecurity. The Project will assist in correcting these
situations following needs assessments during the first year.

c. Inventory Control and stock Management.

In each country, TA advisors wi 11 assist wi th
the early identificatlon and clearing away of accumulated obsolete
stock and the rehabilitation of usable items. They will work with
counterparts to .develop routines and train personnel in the
act i vit"ies required to move stock efficiently from p:>rt to patient.
Th~se acti v i ties include: p:>rt clearing; receiving, handling, and
issuing stock from storage facili ties; and inventory control.
Operations will be standardized among countries and a standard
Central Medical stor~s operations manual will be produced with
country-specific adaptations as necessary. This will facilitate
regionwide computerization in later stages of the project.
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d. Repackaging.

An alternat'ive t'o dispensing'; from bulk
containers is to have medicines. packaged in advance'· in'the
appropriate quantities for treatment', e~g~ 30~ tablets 'of' pencillin~

or 12 aspirin tablets. ,'Such prepackaging: into: "c?urses. of therapy,"
for dispensing at the peri pheral level wilL be· promobed throu'gh' th'ts'
Project, subject to each country's policies. This has: bb'th'
therapeutic and administrative advantages. Dispensin<f, is: sa"fer,
easier, and' faster when, for example ~ one course of' pencillin( is
prepackaged and "ready to go". The. p:ickaging': 'can ihc'lude st~and~lrd',

patient-use information. It also results in less deteriorat.ion') o'f'
drugs, and 'easier and more accurate recording' of~ inv'enfory'., Tl1is
latter benefit will be particuiarly'important as'; programs beglnt

'; to'
institute' cost recovery mechanisms. Charging: on'e' price', for- a,e
prescription or a package of drugs is 'simpler~ and'more'likely::to'be
accurate, than multiplying a unit. costtimesth,e number of~' tablet's
dispensed. This type of cost accounting will be' a signIficant' step
in assignat ion of: actual·' costs of' illness' by type , of illness arid'
will improve epidemiological reporting, as well ~ The Project 'will
provide technical assistance and the requisite equipnerit: and
materials to set up repackaging operations as necessary. It· is,
anticipa,ted" that' these benefits will more than offset the" costs
assoc iated wi,th re packaging •

In addition, the potential for cost~saving: by

bulk· comfX>unding of standard recipes by a country I s Central stOres'
or major hospital will receive consideration, and technical
assistance and· equipnent will be provided, as appropriate, for'
upgrading that operation.

e~ Cost Recovery Mechanisms

An important component of this Project is the'
institution of cost recovery mechanisms in order to'" recover' a
port ion of the costs of drug purchase ,and' thus: decrease the'"
proportion· of the health systems financing which derives' from;
central revenues. The 'Technical Assistance Team will begin' a
dialogue early in the Project with each Ministiyof Health< i~ordei

to ex plore, the' range of alternativeS and:, to work toward" an
appr:opriate model for each individual health system~' Their
discussions will complement RDO/C's policy -dialOgue regarding"pu'blic
sector management·· and reduction of recurrent p..1blic sector
expenditures. The' process of determining appropriate user fees 'will
involve. mini~sl;lrveys to determine current' drug use P:lt terns .(e'.·g~
the, pro,portion of drug expenditure consumed by Social Security or
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other insured patients, or by patients bringing private
prescriptions to public sector facilities). The technical advisors
will assist with the institution of cost-accounting procedures, the
development of pricing strategies (incorporating subsidies and
surcharges, if appropriate, to support a country's health policies),
and development of fee collection methodologies. Cost accounting
will begin in Year' 2 and will involve identification of consumer
costs as the basis for designing the cost recovery mechanisms to be
instituted at an agreed upon time during the course of the Project.

f. supply Management Training.

The project will bring 'together senior supplies
management staff from Member Countries several times during the life
of the Project, in order to address specific technical issues and at
the same time to foster regional cooperation. During these
sessions, participants will exchange experiences, develop and refine
generic approaches to common supply management procedures, produce a
"generic" operations manual, develop microcomputer competencies, and
explore alternatives for health system financing and the
implementation of cost recovery schemes.

In coordination with these regional training
courses, workshops for operations-level staff will be held in each
country. These workshops will address specific issues in
pharmaceuticals supply management while training staff to implement
the new systems and procedures that have been develo ped. Special
emphasis will be' placed on user fee collection and accounting
systems. These workshops will set the stage for project activities
in each country and ~ill continue in the form of on-the-job training
throughout the life of the project.

g. Prescriber Education and Public Promotion.

In addition to training supply management
staff, the Project will develo p educational programs directed to
prescribers and dispensers and to the general public which can then
be adapted at the country level. These programs are intended to
gain acceptance of the new systems and to improve utilization of
pharmaceuticals by health providers and consumers alike.

Professional workshops in the form of
continuing pharmaceutical education are intended to begin through
this Project and continue beyond it, with supp:>rt from the ECDS.
(This has been ant ic i pated in thedevelo pnent of the ECDS annual
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operating budget.)", An initial., workshop, for " ,', piescr,tbers, "aHd
dispensers wil'l provide an understanding, of the Project and'seek: to
gain their supp:>rt of it. Technical and professional sessions \'111'1
address' drug therapy issues, em!ilasizing the chofces wi't'hin each·
country's formulary', as well as good dispensing practices:.,

The Technical Assistance Team will wc>rkwi't:h
rnarmacy and medical educators in the cari'bbeai'f to develOp' ani
appropriate cuiiiculumwhich will ins'ute the' cOITt'peferice' of EictiS:
staff' and in-country supply personnel',' making, use of loccrleducaldts
and practicing sp:cialists" and taking advantage of' v i's it rri'g'
lectureships: in the area Ce~g. those of the erDA spJrisored fhatffiacy
program). Audio-visual ,training maferiaTs' a'rid', equlpnent', will:
prOVide ex'p:>sure' to a widet'J audience and faci·litate the. use' bf,
off:"shore continuing education material.

SmaIl libraries of sele'cted, fext:oooks' apd
professional journals will be pr'ovided to e'ach country tor
conv,enient reference by health care and' supply personri'el. The Ecbs
newsletter will carry lecture summaries, jc>urnat,· r:e':pr'irits a'n'a'·
resumes, and therapy news tO'the prbfessionals.

In-Gount'ry public seminars are planned- to'
promote public awareness of the ECDS "and specifi'c P~bj~cf.
activities. The media (newspaper~,radio, television)'wiTlbeus'e'd'

. to create consume c interest and underst;anding'through n~ws; reJ:e'as'e's'~!,

paid advertisements and messages p:rtain'ing to the mult(..:count'ry
Project and the objectives of economical andr'ational'use o,f: drugs:~

h.. Pr ivate sect'or Involveme'nt.

The project wi11 explore 'existing- arid"' p:>teneial'
areas for interaction between, the pUblic aHd private sectors'~'

Dominica" has expressed interest in the p:>sslbili tyo( private sector
pharmacies purchasing some p:>rtion' of their drugs: ahd' siipplie's'
through the Ministry's Cent·ral Medical Stbres~ This.- wbuldpr'ovid'e
the private pharmacies with the'oppOrtunity, to'~ benef'it from; the<
central contract unit prices and' would encourage consum~r us'e' ot'
private sector rather than public sector outlets.

The technical assistance: team' wili' assIst' ea'ch
country conternplating such a' mechanism to develop" appropt'l'a't'e;C

'p:>licies and regUlations, and to' review in pa'rt'icular the":'eXpe'rie'nc'e"
of the Barbad()s Drug Service in; this regard.
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III. IMPLEMENTATION PLAN

A. Implementation Schedule

All project activities are scheduled to take place over a
period of five ye-ars, from the date of the signing of the Grant
Agreement with the Organisation of Eastern Caribbean states (OECS).
The OECS will be the implementing agency for this Project and the
Eastern Caribbean Drug Service (ECDS) will be established as an
agency of the OECS with its own operating mandate. At the Project
Assistance Completion Date (PACD), the ECDS is expected to be fully
functional and self-financing. An Illustrative Implementation
Schedule of project activities is presented in Table 1, and a Bar
Chart of the Implementation Plan in Figure 4.

Upon the signing of the Grant Agreement, the OECS, with
RDO/C concurrence, will initiate procurement of a short~term

Personal Services Contractor (PSC) to assist the OECS in undertaking
the following activities: 1) drafting the - RFTP for Technical
Assistance, 2) finalizing Letters of Intent from fi ve of the seven
OECS Governments, 3) satisfying _ the Conditions Precedent to
Disbursement of Funds, and 4) seeking office space for the ECDS and
overseeing furnishing of that space. The need for this assistance
is based upon the fact that this Project is an added responsibility
for the OECS and they currently lack the requisite staff to
implement it.

1. Technical Assistance Inputs

Technical assistance for the project, both
short-term and long-term, will be procured from one institution with
experience in health management in less developed countries. Due
consideration will be given, pr ior to PJblicat ion of an
advertisement in the Commerce Business Daily, to the availability of
8A firms to perform the tasks required • Submitted proposals will be
evaluated and a host contract awarded by the OECS in concurrence
with AID.

Most of the technical assistance will be provided
early in the Project as the new ECDS is being set up, in-country
procedures are being established and harmonized to support the
regionalized system, and the process of institutionalization is
taking place. Ove-r the life of the project this technical
assistance will be phased down, and in the final year will consist
of only short-term consultants as required. -
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;The ':technicalassisfance' team "w'ill (:be le'd "by o~'a

lon'g-te'rm "ad vi'sor ."who'wi 11 be 'resi'dent'in-"st. ,LuGia:~for ,,3 6:mCinths.
'1\S'TA:"Te'am·Leader, he will, be res'p:>nsfble'forliai'son'wi-th-RDO/C;;and

,-- the 'OECS"oi'rector-General. .HisrespansTbilities 'wi'll:,;-incluae ·<the
m'on i t or rng 0f'~P ro'jec t "ac tivi tie s --fO'radhe r e'n'ce· to" ATD --0'0'0 tract tial

,implem'ent'atibn -iequirem'ents, -complefi6n'-ofall '; pr6jeO't,,'r~:tx)rtihg
'"requirenlents ,'coordination - of all ·'pr'o'ject -'activicyin accotda'n'ce

-w'i th'th'e·;Ptoject 'objectives --'and ';'woi"kpla'n,-'and -~. ,the ;"cobr'dlnation>df
-i'rid iv.tdua1:con-s'\lltant"wo'r kplan's -and:travel.



TABLE 1
ILLUSTRATIVE I~ATIOH OCHEDULE

(R) denotes regional ECDS office activity
(C) denotes country-based activity
(RiC) denotes country activity requiring standard approach at the regIonal level
* denotes activity vital to Projec t timetable

Year 1
Honth 1

2
4
7
9

* Grant Agreement with OECS signed
* PSC short-term a rrives to assist with preparation of RFTP and meeting of Conditions Precedent
* RFTP issued ,
* Contract awarded for technical assistance
* Technical Assistance Team arrives

ECDS office established; Countries name counterpart Project Implementation Officers; Technical assistance to participating
countries begins

RIc * Countries review and update their essential drug lists; designate drugs as vital. essential. non-essential. (VEN system).

9-10 C * Civil engineer (STC) assesses. designs. costs. and schedules essential warehousing reconstructions.

R/C -* Countries. with TA. count active stock-on-hand and begin Inventory rehabilitation.

c

pJC

R

RIc

I 11 R
0
M
I- R

C

C

R

C

R

Ric

Countries. with TA, organize and tabulate past records required for data base and ongoing statistics.

.D!:dG Al.ld ~.plem~.r.AYipedmanagement information system (KlS), manual but computer adaptable.

Recruit/hire ECDS staff; dev«!lop. jot> descriptions; establish Technical Advisory Chllllll1ttee and sub-co_ittees.

Design programs of training, education and promotion.

* TA reviews country Drug Lists; begins drafting drug product monographs and other editorial material required for formularies.

TA team reviews status of cost recovery activities in the sub-region and prepares ··options paper" for clearance and dissemination.

* Honitor scheduled warehousing reconstructions, the procurement and installation of materials and equipment (and continue).

* Continue the rehabilitation of stock leading to its orderly placement upon completion of renewed storage space.

Gather and analyze baseline data; continue to record new procurements by existing/refined country methods.

Review current in-country distribution methods; revise forms and procedures.

Initiate computerization of ECDS Office and operate parallel to manual.

Conduc t regional drug suppl y managemen t course (for policy and C18nagemen t decision""1ll8kers). FBtablish schedule of regional and
country training courses specific to the management and procurement design of the project.

Ric * Countries provide ECDS with lists of suppliers (past two years; rated).

R Convene implementation meeting of Board of Directors.

12 Ric Refine country selections of essential drugs.

R Convene implementation meeting of Technical Advisory Committee. (Review cost accounting procedures and discuss cost recovery
potential. )

RiC Operate parallel systems; continue their refinement; Test-run computer adaptable methods of operations and HIS; initiate
procurement and installation of lIIicro-computers.

Ric Conduct regional and country training courses specific to management and procurement design objectives of the project.

EVC .• Conduc t computer t:ralningcourses regionally and in-country; both familiarization and specific to the:project.



Year 2
~1-2C

R

* Complete warehousing rehabilitations as per schedule.

* Confirm regi~nai"p~'oc~dur~B, tilfar..ahon flow and llletbodologies of tendering, contracting, procureaen t and accounting.

C

Ric *
c

c

c *
2 R *
2·-3 RIc *

OperationaUze full inventory control procedures of revitalized stock; continue their refine.ent.

Countries submi t forecasts of annual quantitative needs of Formulary drugs to ECDS.

Continuing courses and on-th~job training of managers and staff respecting drug supply techniques including electronic processing.

Initiate public knowledge and understanding of the projec t and its components (pubU c relations).

Countrieg confim their accounts in ECCB in accordance with earlier agreement.

ECDS collates country forecast, and prepares tendering documents.

Complete co.puter inputR of descriptlye information,of Formularies.

3

4

6

8

R

R

R

R

* ECDS prints tendering documents specifying the quantities oJ required drugs by generic terminology.

* ECDS advertises and distributes tendering docUllents by mia-Sept.

* ECDS receives tendered offers to supply, collates and sUIIID8r!zes in easily-referenced fOI1la t for evaluation purposes.

* Convenes meeting of Tenders COllllDittee to review and evaluate tendered offers and select suppliers; ECDS issueR contracts to
successful bidders for 4 - 5 months period and notifies countries.

Ric * ECDS initiates print-out of Formulary master-copies inclusive of the selected contracted 'brands' and the competitive prices
offeredb yothe r bidders.

9 RIc * Print Formularies and distribute to respective countrie,s.

Ric Countries initiate procurement orders and forward to Regional Office for transmission to contractual suppliers after cOIDII!tment of
funds; continue on month-to-month basis.

11 Ric Country receives shipmen t from supplie r and confirms its acceptance to ECDS (within 5 days).

R ECDS verifies that invoice meets contractual terms and authorizes payment (within 5 days); ECCB pays supplier and bills country
for reiabursement.

12 R * Clearing away of commitments respecting guaranteed minimum purchasing, if any; conclusion of first Contract Period.

With the first contract being valid through June 30, 1987 (to permi t adjustments which stay clear of pressure of country fiscal year~nds), the
second tendering procedure must severely overlap the early months of the first contract to accOIIIIOdate lead times.

October, 1986 C It

No ve1lber , 1986 R *
Deceaber, 1986 R
Ja nusry, 1986 R It

March, 1987 R *
April, 1967 R *

Country forecasts of annual requirements submitted to Regional Office.
ECDS collates the forecasts, calculates the 12 month guarantees and prepares tendering docUllents.
ECDs obtains printed copies 0 f tendering document.
ECDS advertises and distributes tendering documents by early January.
Tendered Offers to supply are received by ECDS which collates their information and presents it in easily referenced format
for evaluatIon process.
Tenders Committee meets to select successful bidders; contracts awarded for 12 month period July 1, 1987 through June 30,
1988.

This forecasting-tendering-contract-procurement cycle continues on an annual schedule,. The overlaps of the first year do not reoccur.

John M
Best Available



FIGURE t1

BAR CHARI' OF Ii IPID-1fl'.JTATION PIAN

Year 1 Year 2 Year 3 Year 4 Year 5

Grant Agreerrent with OECS signed

. PSC on-site
: RFP iSSLEd

Contract Awarded for TA

Ec.ns Regional Activities

-Staff hired, job ooscriptions oo\-elo{:ed

Establish Policy Board and technical connuttees;
periodic rreetings throughout project and beyond as
necessary

I Fbnnulary updating and annual publication and distributioo
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This Project will require constant and vigilant
attention to the coordination between ECDS regional activities and
developnents in each participating country, in order to ensure a
consistent pace of developnent and to provide the necessary
political liaison. The TA Team Leader , being located in St. Lucia,
is well-suited to fulfill this role. Within the ECDS regional
office, he will oversee its initial organization, the development of
management information and financial systems and the' training' of
ECDS staff. In this role will work in coordination with the ECDS
Associate Director. Working at the country level, he will be
responsible for all in-country supply management activities in st.
Lucia, working in a counterpart r~lationship with an identified
Ministry of Health official.

A second member of the TA team wi 11 be the key
technicai advisor to the ECDS, functioning as its Procurement and
Drug Services Advisor for the first 18 months. He will have primary
responsibility for setting up the ECDS office, recruiting and hiring
staff, and establishing detailed operating procedures for the, pooled '
procurement function. Additional responsibilities will include the
developnent, coordination, and publication of national formularies,'
and the develo pnent of a comprehensi ve quality assurance program.
This advisor will work closely with the ECDS Associate Director, who
will ultimately have overall responsibility for all ECDS activities,
and with' the ECDS Assistant Director for Supply Services who will
have operational responsibility for the
tendering-contract-procurement cycle.

TWo additional advisors, logistics management
specialists, will assume technical responsibility for in-country
logistics management activities in the other six islands; one taking
primary responsibility for Antigua/Barbuda, st. Kitts and Nevis, and
Montserrat; and the other, Dominica, st. Vincent and the Greriadines,
and Grenada. The experience of the USAID centrally funded PRICOR
project, underway in Dominica sinCE: May 1983, supports the approach
of periodic visits by the same technical advisor, who develops close
working relationshi ps at the operational level, introduces project
components one at a time, and returns repeatedly to monitor'
progress, trouble-shoot and introduce the next step. Each of these
advisors will be present on a long-term basis for 18 months. They
and the Team Leader will collaborate closely in order to 'guide and
coordinate project develo pnents in all the islands to the extent
necessary for adherence to the ECDS procurement timetable and for
overall project success.

Figure 5 depicts the relationshi ps between the
members of the TA team and ECDS staff and participating countries,
as well as with the GECS Secretariat and AID.

\
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Approximately 24 person months of short-term technical
assistance are envisoned throughout the Project, at both the ECDS
level and at the country level. This short-term assistance will be
required for two reasons: 1) to help carry the workload at pJints in
the project when, by necessity, in order to keep to the procurement
timetable, the wor kload wi 11 be especially heavy and wi 11 therefore
exceed the capabilities of the long-term staff, .and 2) to bring
technical expertise to specific aspects of the project. With regard
to the timing, it is expected that short-term assistance will be
required in the early phases of the project when the ECDS is being
established, new management and financial procedures are being
designed and introduced at both the ECDS and country levels, and
staff are being trained. Again, later in the Project, when the
long-term assistance is bejng phased out, additional short-term
inputs may be required.

The exact nature of the short-term assistance required
will depend upJn the specifics of the management systems designed'as
well as the skills of the long-term advisors in various fields. An
i llustrative list of the possi ble areas for short-term assistance
includes the following: logistics management, systems analysis,
management information systems, microcomputer applications, civil
engineering, formulary developnent, finance, accounting, curriculum
developnent, training, and evaluation.

2. Seq~encing of project Activities

a. ECDS

project activities at the ECDS regional level and
the country level will begin simultaneously. By the end· of the
project, the EeDS will be a self-financing unit which will manage
the pJoled procurement funct ion, wi 11 serve as a coordinat ing center
for drug supply management activities, and will be able to provide
technical assistance and offer training at the regional and country
level as required.

The creation and development of the ECDS will
begin immediately upJn the arrival of the TA team. It will be
located in st. Lucia, administratively situated under the OECS,
which will be the parent organization to which it will be
responsible. Through this Project AID will provide not only the
start-up technical assistance but also will provide funds for the
office space, a vehicle, office furnishings and equ:ipnent, a
microcomputer, and library and reference materials.. Over the life
of the Project AID will pay a decreasing pJrtion of the ECDS
recurrent. costs: the other portion (Which by the end of the Project
will be 100%) will be covered by revenues from country purchases of
drugs and supplies through the ECDS.
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The TA Team Leader and Proc~rement and Drug
Services Advisor will give first attention upon arrival to staffing
the ECDS o~fice. (A proposed staffing arrangement was presented in
.Figure 2 in Section I I.C. ) • Operational procedures will be
developed and institutionalized for the first tendering-contract­
procurement cycle which is ex pected to begin 4 to 6 months later
upon submission of drug needs forecasts by the participating
countries. subsequent tendering-contract-procurement cycles will
take place in Project Years' 2, 3, 4 and 5 with increasing
responsibility taken by the ECDS local staff.

A short term advisor in account ing and finance
will assist the ECDS and the ECCB at early stages, and later the
individual countries in establishing suitable, simple-to-maintain,
financial procedures to ensure financial accountability and
·viability. These procedures, manual at first, will be designed for
computerization.

It is expected that the ECDS will use a computer
service during the first 18 months of the Project, before the Drug
Service's own computer system is fully operational so that the
procurement schedule can go forward wi thout delay. Considerable
regionwide data already are computerised, including the drug lists
of all seven countries and sample tender documents from the Barbados
Drug Service. Each list is on a 9ifferent operating system:
therefore the ECDS computer will be installed as early as possible,
to coordinate all information under one data base and still provide
for a period of parallel or:eration. Microcomputers will be provided
to the ECCB and to each country. .

Early in the project, ECDS senior staff members
will be encouraged to participate as necessary in the overseas
management training courses previously outlined in II.C.I.a. These
programs will complement on-the-job training and develop the
capabilities of these senior staff to manage the ECDS, to provide
technical assistance and training to member countries, and to make
the most effective and efficient use of the ECDS computer
capabilities, once the AID funded advisors have gone.

As liaison with member countries is an important
component of ECDS activity, the policy Board will be established
early in the Project to give p:>licy direction to the ECDS. Its
membershi p will include the OECS Director-General, the Technical
Assistance Team Leader, the ECDS Associate Director, the ECCB
Governor or his appointee, and the Minister of Health or his nominee
from each country's Ministry of Health. It is expected that the
Board will meet at least annually with several additional meetings
envisioned in the first two years. The funds required to convene
the annual meetings have been anticipated in the estimate of the
ECDS recurrent operating budget, with the AID grant providing
funding for the additional early meetings.
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Likewise, the T/~chnical Advisory Committee will
be established to give technical direction. It will be comr;osedof
the Procurement and Drug Services Advisor, the EeDS Associ,ate
Director and the ECDS Assistant· Director for Supply Services, a
senior drug management officer of each particip:1ting country,
persons in the region having particular expertise required for·ECDS
services, and other members of the TA team. This technical
committee will name its subcommittees resfX)nsible to it for
formulary development and tenders evaluations. The Technical
Advisory Committee will meet regularly at times and locations
coordinated with subcommittee meetings.

The Formulary subcommittee will be an expert
committee activated early in the Project to assist the ECDS in
pulling together the national formularies for thep:>oled tender·ing
process. It will continue. to meet on an annual basis, in
coordination with country formulary committees, to upjate and
pJblish the national formularies. It will attempt to move towards
standardization to further rationalize the procurement of
pharmaceuticals for the p:1rticipating countries. The Tenders
Subcommittee, with representation from each country will meet
annually to evaluate tenders and award supplier contracts.

The EeDS newsletter will be started by the second
year of the Project, or as soon as is feasible.

b. Country Level

Simultaneous with the activities originating from
the ECDS central office will be a range of activities and inPJts at
the country level, managed pr imar i ly by the TA Team Leader, and the
two logistics management TA advisors. In each country the TA
advisor will begin a dialogue with senior Ministry of Health
officials early in the Project to ensure a common understanding of
the purposes and expected benefits of the Project and to discuss the
design and implementation of cost recovery mechanisms. Each
Ministry of Health will name a Project Implementation Officer
directly responsible to the Permanent Secretary, who will be the
counterpart to the TA Tea;n logistical advisor. The Implementation
Officer will organize country inputs such as the provision of local
transportation, local materials, labor for stock clearing and
disp:>sal, and the carpenters and other craftsmen required for
construction and installation of equipnent; and will oversee all
Project activities to ensure that tasks are being carried out in a
timely and effective manner.
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Technical advisors will focus their early
attention on baseline data gathering and on activities that are
required for regional coordination of procurement activities and for
adherence to the procurement timetable. This will involve compiling
country drug lists, supplier lists, and estimates of annual drug
needs for subnission to the ECDS; rehabilitating central level drug
storage warehouses, as needed; clearing away unusable stock;
reorganizing current active stock, and reassessing the drug suply
management information system, particularly at the central level.
These early activities will, by necessity, be initiated sequentially
on th(\ seven islands, but it i.s expected that, once underway,
activities will continue between consultant visits under the
supervision of local staff. It is expected that microcomputers will
be installed in each country by the end of the first year of the
Project.

Regional training courses for supply management
personnel from the participating countries will address
~armaceuticals supply management issues as well as management
information systems in Year 1 augmented by microcomputer
applications training in Year 2. These regional courses will be
followed by in-country courses and operational follow-up. The
capabilities of regional training institutions, (e.g. FACT and CAST
in Jamaica, and BIMAP and CARICAD in Barbados) will be explored and
utilized to the extent feasible. To reinforce training experiences,
each country will be provided a small library of essential reference
books and periodicals.

trhe continuing education programs for prescri bers
and dispensers will begin in Year I and will be institutionalized as
part of the ECDS annual recurrent budget. These programs will
cons ist of seminars, lectures, and meet ings, mak ing use of
audio-visual methods and publications to disseminate regional and
extra-regional knowledge. Technical advisors will assist caribbean
~armacy and medical educators in developing a curriculum.
Concurrently, public information campaigns will begin in each
country, making use of all appropriate and available media.

As the Project progresses, countries will
cont inue to improve their inventory control and stock management
procedures, refining their drug needs estimation methods and
coordinating more effectively and efficiently with the ECDS
tendering-contracting-procurement cycle.

Hhen the central level systems and procedures in
each country are effectively in place, the focus of attention will
shift to the peripheral or user level. Dispensing facilities will
be upgraded as necessary, management information systems in the
Project countries will be extended to the peripheral level,



- 39 -

course-of-therapy packaging operations will be established where
appropriate, cost recovery schemes instituted, and in-country
revolving funds designed and implemented as required.

During these later stages, public education and
promotion efforts will be given even greater emphasis. Regional
training workshops will focus on health system financing issues 'and
user fees, as well as refresher courses offered in management
information systems and the use of micro comfOters. At the country
level dis pensers will be -trained in user fee collection and
accounting systems.

B. Administrative and Monitoring Arrangements

1. A.I.D. Resp?nsibilities

The Health and Population Office of RDO/Cwil1 be
resp?nsible for managing the Project. The health staff currently
consists of one u.s. Direct Hire and three Personal Services
Contractors. A core Project Committee will be established to
include of the Regional Health/pofOlation Office~, and
representatives of the project Developnent Division and Controller's
staff.

The Project Committee will be assisted in contracting
and procurement actions by the Regional contracting Officer; in
evaluation matters by the Program Office; in training matters by the
Human Resources Developnent Office; in legal matters by the Regional
Legal Advisor; and in environmental matters by the Mission
Environmental Officer.

Although RDO/C staff will not be involved directly in
project implementat ion, signif icant staff resou rces are ant ici pated
to be required. Recent experience with bilateral projects which
utilize short and long-term technical assistance for project
implementation indicates that during the first nine months of the
initial procurement and compliance stages significant AID managerial
attention is devoted to approving host country actions. The
regional and r:olicy dialogue aspects of this Project (cost· recovery
schemes and private sector p3rticipation) will require RDO/C
attention during Year 2 of the Project.

An initial Project design team worked in the seven
countries of the OECS to gather the information necessary to ensure
that the project was consistent with the needs of the region.
Further design work determined that the ECDSwould be established
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within the OECS itself, and that OECS would be the implementing
agency for this project. To ease the burden of ini tial
implementation activities on both OECS and AID the final design
incorporates a short-term PSC who will assist the OECS in putting
together the RFTP, in meeting Conditions Precedent and in managing
early disbursements for furnishing of office space to house the ECDS.

2. Implementing Agency Responsibilities

a. Organisation of Eastern Caribbean states (OECS)

Project implementation will be the responsibility
of the OECS Central Secretariat in St. Lucia, through its
Director-General. The Director~General or his appointee will carry
out the administrative functions necessary for procuring the
services of a technical assistance contractor; creation of the ECDS;
establishment of the ECDS office; development of administrative
relationships between the ECDS, the OECS and member countries; the
recruitment of ECDS staff; and general support for technical
implementation of project components. The OECS will be assisted
initially by the PSC noted above and later by the long-term team.

b. Eastern ca:ibbean Central Bank (ECCB)

The ECCB, located in st. Kitts, will serve as the

payments agent for individual countries in their purchase of drugs
and medical supplies through the ECDS. A "drug account" will be

established within the ECCB for each participating country as per a
Letter of Instruction they will issue to the ECCB. The ECCB will
make prompt payment of suppliers' invoices and obtain reimbursement
from the country on whose behalf it has acted. It will collect, in
addition, a 15 percent ECDS administrative fee applicable to each
invoice payment. It will be essential' for the ECCB and ECDS to work
together closely, which will require good communications, reporting
systems and financial transaction records.

3. Government Responsibilities

project implementat ion will necess i tate a high level

of cooperation and involvement of each country with the ECDS office
and the technical assistance personnel. Each country will appoint a
project rmplmentation Officer who will be directly responsible to
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the Minister of Health through, the constitutional authority of the
Permanent secretary. The country Project Implementation Officer
will work directly with the technical assistance advisors,
facilitating their access to appropriate persons and offices and
generally ensuring smooth, on-time implementation.

Government in pJts will include the provision of su pply
management personnel to work in close counterpart relationshi p3 with
the TA team, la bor and dis posal vans for clearing away 0 b,solete
stock, labor for the necessary warehousing rehabilitation, and. any
other su pwrt deemed necessary to accomplish thein-country
activities.

C. Procurement Plan

1. Technical Assistance

a. Personal Services Contractor

To facilitate the initiation of Project
activities, a short-term personal services contractor will be
employed to assist the GECS in drafting the RFTP for long-term
technical assistance and processing the paper required to meet the
initial conditions precedent to disbursement; and begin to procure
furnishings for the ECDS office in st. Lucia. Approximately 24
weeks of service will be required. The contract will be
incrementally funded using a combination of PDS funds and, once
initial CP's have been met, Project funding.

b. Long and Short Terms Advisors

One hundred and two months of long-term and 24
months of short-term technical assistance have' been bUdgeted in the
project. All technical assistance will be procured from one firm to
ensure a consistent and coordinated a pproach to developnents within
seven Ministries of Health and' two sUb-re,gional organizations. This
firm should have expertise in drug supply management (including
computerization, management information systems, finance,
formularies, and training), and,the demonstrated ability to organize
and manage a large technical project of this nature. The short-term
PSC will assist the OEes in draft ing the RFTP. The procurement will
be carried out in accordance with AID Handbook 11 procurement
procedures for Host Country Contracting. The GECS will evaluate the
responses to the RFTP, and undertake contract negotiations wtth the
technical assistance firm.
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2. Commod i ties

a. Comp.1ters

It is pro ~sed to purchase com p.1ter systems for
the ECDS office, the ECCB and for each of the participating
countries. The ECDS computer system will consist of a CPU with hard
disk, a mon i tor, a back-u p CPU, 2 pr inters, software and other
supplies. It will be required to maintain and manip..1late the data
base of all country drug lists, formularies, suppliers, price lists,
tender documents, and other forms, records, and communication. The
comp.1ter systems purchased for the ECCB and indi vidual countries
will consist of microcomputers, printers, and software. Detailed
specifications for these computer systems are given in Annex D,
Table D 4.

The technical assistance team will make final
recommendations as to hardware and software, and will be responsible
for their procurement from the United states. The TA team also will
be responsible for installation of the computer systems and training
of ECDS, ECCB, and country staff in their use.

b. Vehicles

It is pro !X>sed to p.1rchase one vehicle for the
ECDS office in st. Lucia to assist in supporting the Policy Board,
the Technical Advisory Committee, the ECDS staff and the technical
assistance team.

None of the Central Medical stores has a vehicle
for its dedicated use. Past studies have indicated a variety of
problems with this situation, including undue delays in pick-Up of
commodities from the port, delivery from the CMS to the dispensaries
and hospitals, and risk of deterioration of supplies. After a needs
assessment, it is pro~sed to purchase a vehicle for each of the
seven countries. These vehicles would be used for port clearances,
routine commodity distribution, local pick-ups, emergency deliveries
and inter-departmental communication. The five vehicles to be used
in the Windward Islands must be right hand drive (See Annex H for
waiver), while the three planned for the Leewards will be of U.s.
source and origin.

r ....~,
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c. Construction Materials and EquipTIent

A technical advisor will assess and make
recommendations as to the lumber and other construction materials
required to achieve adequate -storage space c"afacity and to
accommodate administrative needs in the existing warehouses and at
dispensing sites in the seven countries. Equipnent such as improved
lighting fixtures, air-conditioners and fans for atmosphere control,
fire extingu ishers and other securi ty i terns may be required. These
materials and equi pnent wi 11 be procured locally in the individual
countries, utilizing small value procurement procedures. Funding
for these p.lrchases will be included in the technical assistance
contract and the advisors 'will be responsi ble for assuring that
these procedures conform to AID geogra phic code and advertising
regulations.

d. ECDS Office Furnishings

The Project will procure the necessary
furnishings to set-up the ECDS office including desks, chairs,
tables, typewriters; and telephone, photocopy and telex equiprient if
not otherwise conveniently, available. These furnishings will be
procured in st. Lucia, following AID geographic and competition
procedures.

e. Office Equit=rnent and Training .Equipnent

The Project will require typewriters and
calculators for the Central Medical Stores of participating
countries. Audio-visual equipnent and sUPFOrtive materials will be
provided, folloWing the recommendat ions of the TA team, to enhance
the training, educational and promotional component of the Project.
This equi pnent will be procured through the technical assistance
contract giving due consideration to local repair and maintenance
capabilities. Waivers for the calculators (which are Japanese) and
the typewriters (which may be European) will be processed as
required.

f. Drug Repackaging and ComFOunding Equipnent

Equ i pnent for the pre packag ing of drugs from bulk
containers into appropriate quantities for dispensing, and equipment
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for local comp:>unding will be provided, subject to Project
develo pnents and p:.>l icy decisions within each country. This
equi pnent will be procured through the TA contract from the Uni ted
states as required.

g. Library and professional Literature

A minimum of
references texts and literature
Where it does exist it is seldom
TA team will purchase a selection
subscribe to regional periodicals.

3. Training

pharmaceutical and drug therapy
exists in the Project countries.
up-to-date. For each country, the
of appropriate reference books and

a. Regional and In-Country

Regional training courses for senior
country-level supplies management personnel in general management,
pharmaceutical supplies management, management information systems
and microcomputers, and health system financing "vi 11 be arranged by
the TA team. To the extent p:.>ssible, they will be arranged in
collaboration with regional training institutions or with regional
technical experts, and, in those cases, the project will provide
honoraria for the individuals involved. Other courses, both
regional and in-country, will be conducted by the employees of the
technical assistance firm and will be included under that contract.·

Additional in-country professional workshops for
physicians and pharmacists, and public education programs for
consumers will be organized with the assistance of TA advisors,
making use of local and regional experts and educators to the extent
p:.>ssible. Because these are. envisioned as continuing programs of
the ECDS, honoraria and travel for local experts have been included
in the estimate of the ECDS recurrent budget and will be covered by
AID financing of ECDS start-up costs.

b. Overseas Short Courses

ECDS senior staff will be encouraged to attend as
appropriate specialized training courses of 2-4 weeks duration in
the united states or elsewhere in: general management and finance;
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systems analysis, ma~agemerlt informat ion sys~ems; the use of
~omputer systems; and pharmaceutical supplies ~a~agement. This
training will prepare them for assuming full ~esponsibility for
managing the ECDS at the completion of the Project. The TA Team
will ident lfy appro pr iat-e tra in ing courses. PIO/P I s will be
pr~pared by RDO/C's Training staff.

A proposed Training Plan for the proje~t is
presented in Table 2.

4. Outside Services

a. computer Service

It is proposed that outside computer services be
procured for the initial 18 months of operation of the ECDS office.
This will ensure the efficient on-schedule implementation of the
first fOoled procurement program, inclUding pUblication of tender
documents and formularies. It will provide a' per~qd' of' parallel
operation wi th the newly installed ECDS computer system, to, assure
adequate funct ioning and compat i bility. These outside servi~es wi 11
be procured upon the advice of the TA Team and AID approval a~d wi~l

be included as a subcontract to theTA contract.

b. Printing

The Project will provide for the design .~nd

printing of forms for the ECDS and for the supply systems of the
individual countries. Printing services will be proc:ured locally
using informal competitive procedures as a, subcontract of the TA
contract.



TABLE 2

TRAINING PLAN

[,eve 1 of IDeation of 'Ibpic length of <l>Urse Ttaining Staff rt>. of ~rticipants
Participants courBelWorksfiop Tramed by PACD

ECDS senior Staff U.S.A. or ()!nera 1 Managerren t 3 - .. wks OUtside Hanagerrent 2
Regional Training Training Trainers
InStitute

systems Analysis & 3 we~s Computer Experts 1 - 2
..Managemen t Information
Systems,lo:>nputer
Training

Pharmaceuticals Supply 2 weeks Pharmacists & Supply 2
Managerrent Managerren t EXperts

Senior Country-level Regional/r otating General Managements. 2 - 3 wks Regional experts and 18 - 24
SUpply Managerrent am:>ng countr ies Pharmaceuticals TA advisors
Personnel or within Regional supply Management

Training InStitute

Management Information 2 weeks + 18
systems and Micro- 1 week
collplter ~lications refresher

I
Health System Financing & 2 weeks 18 .s::.

0\(bst Hecovery Medlanisms
I

Oluntry-level Within each country Pharmaceuticals Supply 3 days TA advisors 12 per country
SUpply Managerrent Managerren t/ Inventory = 84
Staff Control SysleJll.S

Cost Accounting and 3 days TA advisors 12 per country
o:>llection systems = 84

COuntry-l evel Topics in Drug Therapy, 1 - 2 days Regional experts Unlimited
Preser iber s & ())Od Dispensing (at least annually) and TA advisors
Dlspensers Practices

PUblie ProlOOtion of ECDS 1 - 2 days weal MOO officials! U'llimited
Programs (periodic) Slpply ManageJIEnt

Staff/Media Personnel
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IV. SUMMARIES OF ANALYSES

A. Technical Analysis

1. Project Design

The Ministries of Health of the seven GECS countries
all experience difficulties in being able to deliver needed drugs
and medical supplies to their pJpulations. The right drugs are not
available when needed. There are frequent stockouts, frequent
emergency orders and consequent high prices for low-volume air
shi pnents. Because of pJor ,.planning, scarce resources are s pent for
little return, and fewer funds are available for the next
procurements. The drug supply systems are trapfed in a downward
spiral of inefficient use of resources. This constrains the ability
of Ministries of Health to provide quality health care services.

The roots of. the problem is the attempt by Ministries
of Hea 1t h , to pr0 v ide the f u11 range 0 f prevent i ve and cura t i ve
services at little or no cost, with very limited funds and
inadequately trained personnel using ineffective management systems.

Fortunately, drug supply systems are relati vely
discrete management systems, and good models ,are available for
analyzing them. Drug supply systems may be viewed as having four
functional areas--drug selection, procurement, distribution, and
use. This is a framework both for identifying problem areas and for
planning and developing interventions for change. Each functional
area can be analyzed further and separated into a series of discrete
act i vi ties. Management intervent ions a imed at ind ivid ua 1
activities, or at coordination between them, are more readily
ident if ied and im plement ed, im prov i ng the funct ion ing of the system
as a whole.

Through a series of discussions with Ministry of
Health and other Government officials, survey data gathering, and
site visits to the seven countries, the following issues and
problems were identified, existing at varying levels of seriousness
and complexity in the GECS countries.

Regarding selection of drugs, all of the countries
have some form of drug list of what is available and recommended for
a sfecific illness, but only Dominica and st. Vincent at the present
time have true formularies which incorpJrate prescribing guidelines,
indications, and contra-indications. These elements are essential
to improved and uniform prescribing habits, ensuring better usage,
~nd ~ncouraging the use of generics for a more cost-effective use of
resources.
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None of the countries have well-developed systems for
estimating the quantities of drugs needed resulting in frequent
stockouts, and emergency ordering, or alternatively funds tied up in
overstocks of non-essential items.

Procurement involves purchasing methods, finance,
terms of payment, sources of supply, and quality assurance. None of
the countries rep:>rt using competitive tendering processes with the
consequence that they pay prices two to three times higher than
those paid by the Barbados Drug Service, which tenders.
Furthermore, without financial liquidity to permit bulk purchasing,
unit costs are higher and additional administrative time is required
to process individual small orders. Delayed payments to suppliers
often increases prices further.

Procurement pro blems result not only in high costs.
In the absense of established contract terms, good methods for
returning incomplete or faulty shipnents, or viable drug testing
procedures, countr ies also face early ex pirat ion 0 r s p:>iIage,
decreasing the therapeutic benefi~ of pharmaceutical expenditures.

Distribution includes all of the activities required
to bring drugs "from port to patientn--imp:>rt management, inventory
control, storage and transp:>rt. The port clearing process often is
delayed due to cash flow problems in the Government treasuries
result ing in high pJrt fees and a loss of shelf-l ife in the drugs
once they are brought into Central Medical stores. prompt, accurate
in3pection of drugs up:>n receipt, which is essential to monitoring
supplier performance, is rarely integrated into CMS procedures.

Inventory . management is among the most serious
problems both at the central level and in perititeral facilities,
e.g. warehouses are disorganized; CMS staff are not trained in
receiving, storing, and shipping drugs; proper inventory forms and
document procedures are inadequate.

At the central level, there. is no adequate information
system designed: to ensure that drugs are available when needed; to
permit bulk purchasing; to minimize waiting time; to increase
transportation efficiency; and, to guard against deterioration,
spoilage, expiration, and pilferage. The result is frequent
supplemental and rush orders, and again, increasing costs.

Prescribing and dispensing practices, and patient
education to improve drug use is hampered by minimal availability of
current drug information for titysicians, pharmacists, or the
consumer/patient. Although national drug committees generally exist
with physician and pharmac'ist representation, there is no formal
continuing education program for prescribers and dispensers. The
medical professions depend almost exclusively on pharmaceutical
industry detail men for drug information.
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Ex ~r ience proves,
improvements directed at specific
supply process can remedy this
previous losses and increasing the
the pharmaceutical expenditure.

however, that management
act i vi ties that are p:irt of the
situation dramatically, avoiding
therapeutic benefit obtained from'

The oft-cited changes that offer significant impact
include careful drug selection, improved purchasing procedures,
quali ty assurance, better storage, securi ty systems" careful
inventory control, altered prescribing habits,' and ,effective'
dispensing practices.

The experiences of Barbados and Dominica are
convincing models for the other GECS countries. The Barbados Drug
Service (BDS), created in 1980, began a system of international
t--endering for drug needs. In the first contract period, the unit
prices dropped an immediate 20% overall. This system has continued
successfully, with prices dropping even further. In addition to
improving their procurement system and as an essential preliminary
step to this activity, the BDS focused a great deal of attention on
its Formulary, involving physicians and pharmacists in its
development, and, consequently, gaining their acceptance of the
formUlary concept ahd the use of generic drugs. The acceptance of
generic drugs reduced the variety of identical rnarmaceutical
pre paratiohs resulting in lower costs. Addi tionally the ref erence
material in the Formulary is helping to rationalize drug therapy and
facilitate cost-saving inventories. ,The BDS has succeeded in
reducing the cost of drugs, in both the PJblic and private sectors,
while at the same time assuring continuous availability.

Dominica is continuing to make significant progress in
improving its drug supply system under a USAID/PRICOR-funded
project. Dominica's Ministry of Health set up a revolving drug fund
in November 1983 which provided the financial liqUidity to plan
procurements on a longer term basis. This has enabled Central
Medical Stores (CMS) to purchase in bulk instead of placing frequent
emergency orders as had been the norm previously: to pay suppliers
promptly, re-establishing its rep,itation as a b~yer; and to clear
suppl ies prornptly from the port, resulting in significantly lower
};Ort fees. CMS a Iso began to search for lower-cost su ppl iers,
concentrating the effort on high-volume, high expenditure items
where the irnpact would be greatest. Some prices fell to 1/6 of what
they had been previously. At the same time, stockout rates dro pped
63% in the first 18 months.

These experiences, support the view that 'there is not
one ideal solution that siu i ts all circumstances. Different
approaches are useful in different situations. International
tendering, for example, with the additional administrative burden it
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creates, would not necessarily be cost~effective for the seven OECS
countries to undertake, each on an individual basis.

This Project aims at improving the overall management
of the supply process, using a combination of a'pproaches that are
known and are cost-effective. It aims at targeting specific
management improvements at all' the) funct ional areas of the su pply
system -- selection, procurement, distri bution, and us~ -- thereby,
through synerg ist ic effects, strengthening the functioning of the
whole. To the extent possible, it will target these improvements at
the regional level, profiting from the potential economies of scale
in coordinated efforts and increased regional cooperation wi th its
expected mUltiplier effects.

The Barbados and Dominica experiences support the
approach that will be taken in this Project -- making procurement
improvements a primary focus of project efforts, where significant
visible improvements can be achieved readily. By focusing this
acti vity at the regional level, and [-Ooling the seven' countries I

supply needs, international tendering becomes a cost-effective
procedure. With, carefully constructed tendering documents and
contract terms, suppliers are guaranteed' sale of a minimum quantity
over the year, and' thus are encouraged to bid lower to win the
contract. Quality assurance activities, e.g. the sending of drug
samples to quality control labs to be tested, also will be more
cost-effective at the regional level. The Eastern Caribbean Drug
Service (ECDS) will be formed as the central focus of these
activities.

Indi vidual countries will be assisted in making
improvements' in other areas of their supply systems. Some of these
will be required in order to mesh with the regional procurement
scheme e.g. preparation of drug lists in standard format,
development of annual drug needs estimates on a schedule set ~ the
regional program, developnent of a financing mechanism which will
allow prompt payment of supplies, and implementation of specific key
elements of a common management information system. Other
management improvements in-country will have additive effects on the
overall functioning of the supply system -- e.g. more efficient port
clearing procedures, upgraded warehouses and dispensing facilities,
improved inventory control, and better trained staff at all levels.

Institution or expansion of existing cost-recovery
schemes will relieve, to some extent, the financial burden on the
plblic sector. The' precedent exists in these countries to collect
user fees for some health services; they were common under Br it ish
rule and currently are collected on a nominal basis ina few of the
countries. (The Bar bados Drug Service successfully sets pr ices and
collects charges for drugs in the public sector, with subsidies or
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exceptions under the Sp=cial Benefit Service). The I;€ople of the
OECS countries already are used to paying for drugs in the private
sector; virtually all of the countries rep::>rt the filling of p.1blic
sector prescriptions in private pharmacies, when government
faci 1it ies are out-of-stock, or due to "preference". Studi.es in
other p:lrts of the world have shown that people even in p::>or rural
areas are wi 11 ing to s pend a signif icant proFOrtion of their income
on health care.

In-country developnents will be coordinated with ECQS
activities through regional training programs, the development of
regional committees, and dissemination of information through a
regional newsletter.

standardizatidn of drug lists is another area for
greater regional coordination. At the present time, the countries
together purchase a total of 1176 different pharmaceutical
preparations, of which 717 preparations are p..1rchased by only one of
the countries each. These 717 items will substantially increase the
workload' of the ECDS as the procurement unit -- not only in p..1tting
out tenders and establishing contracts for these items, but a~so,

and more imp::>rtantly perhaps, in processing purchase orders. To the
extent that the number of these i terns could be reduced, the work of
the ECDS would be facilitated and streamlined.

Agreement on prescribing norms or standard dispensing
practices would further standardize formulary content, and also
would offer economies of scale in the developnent of prescriber
education or training materials. The extent of standardizatioh that
is achieved in these areas will dep=nd on the smooth introduction of
other project comp::>nents and on the interest of the countries.

2. Institutional Development

The major outp.1ts of this project will be a fllily
functioning and self-financing ECDS coupled with better functioning
country level Central Medical stores. Many project inputs will be
geared toward the development of the ECDS. One TA advisor,
functioning as Procurement and prug Services Advisor for 18 months,
will work closely with the Associate and Assistant Directors so that
by the third year, the Associate Director will assume the
directorship of the ECDS. The TA advisor will remain full time ~n

an advisory capacity for one more year. In addition, senior st~ff

of the ECDS, wi 11 participate in technical and managerial trainl l1g
opp::>rtunities i~ the United States and on-site.
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At the regional and country level, local managers and
oferational staff will participate in courses and workshops in the
region, designed to improve their technical skills, facilitate the
exchange of ideas and eXferiences,' and promote new avenues for
regional cooJ.:€ration. These training oppJrtunities will be
complemented by ongoing TA and in-service training. Skilled staff
in each country will further strengthen the regional capability for
maintaining the ECDS.

B. Financial Analysis

1. Financial Plan

The total project is est imated to cost $4.198 million
over 5 years, of which AID will contribute $3.498 million and the
participating Governments $700,000. Fifty-five percent of AIDls
contribution will be for short- and long-term technical assistance,
22% for start-up financing of the ECDS, 17% for equipnent and
renovation of facilities at the regional and country level, and 6%
for training. All of these contributions will be greatest in the
early years of the project.

Three summary tables are provided on the following
pages. Table 3 presents a summary of p;roject costs by fiscal year
and source of funding; Ta ble 4, by ex J.:€nse category and source of
funding; and Table 5, AID contributions by eXfense category, fiscal
year, and source of funding. More detailed financial tables are
presented in Annex D.

The Governments of the partici pating countries will be
making significant contributions to this project: provision of
counterpart and operational staff, provision. of labor as necessary
for warehouse renovations and district level dispensary
refurbishment, maintenance and operation of project-funded vehicles,
and project administration support. Budgetary allocations are not
eXJ.:€cted to be affected by these requirements.

Each Government also will make an arrangement with the
ECCB for prompt payment for pharmaceuticals pJrchased through the
ECDS. Those countries that choose to make an advance depJsit to the
ECCB will need to arrange that the necessary funds be allocated in
the bUdgeting process.
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2. pr6ject Analysis

The critical financial question in the Regional
Phar~ac~utical~ Managem~nt Project is the long-term financial
viability of the Eastern Cari bbean Drug Service (ECDS) • The
financial viability of the ECDS deI,:ends upon a series of assumptions
that affect the revenue and cost of a peration of the ECD'S. These
assumptions include estimates of ECDS recurrent costs, the volume of
purchases through the ECDS, uni t cost savings achieved through bulk
tendering, and prompt p3.yment of suppliers. These issues will be
discussed in turn.

a. ECDS Recurrent Costs

The recurrent costs of the Easterh Caribbean Drug
Service has been estimated in detail. (See Annex D, Tables Dl and
D2). Table 6 below gives a summary breakdown of the estimated
recurrent costs.
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TABLE 3

summary of project Cost~

By Fiscal Year and ,Source of Funding
lhJ20QQI

Fiscal Year TOTAL
1985EI 1986 1987 1988 1989 1990~/ FY85 - 90

A.I.D. 85 1,220 1,145, 703 249 96 3,498

Part ici pat ing
GovernmentsE/ 0 34 93 154 197 222 700

TOTAL 85 1,254 1,238 857 446 318 4,198

A.I.D. dollar Grant project
sub-obligations or commitments
contracts, or purchase orders.

lV Partial year

costs are defined as
of funding through,

antici pated
e.g., PIOs,

E! counterpart contribution is defined as the administrative fee paid
to the ECDS as a percentage of the volume of Plarmaceuticals
purchases. It will be at least $700,000 over the life of the
project. This cash contribution is in addition to the in-kind
country contributions of labor, materials and office space and
equi pnent.
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TABLE 4
. . Summary of project OJstsa/

By Expense category and' Source'of FUnding
(in roOD)

Life of project FUnding

Expense category AID Grant· OECS ():)untr ies ..

FX LC TOTAL TOTAL

1. Technical Assistance
a. Long-term 1,469 1,4.69 b/ 1,469
b. Slort-term 320 26 346 34'6

Sub-total 1,789 26 1,815 "1,815'"

2. Training
~

a. Overseas 31 31 3,1
b. Regiona 1 and ,

In-Country 150 14 164 164
Sub-total 181 14' 195 ······195"·

B:1uipmen t, and
RenovatIon

a. Office FUrnishing
and equipment 44 25 69 69

b. OJmputers 110 110 110
c. Vehicles 67 50 117 117
d. OJmpounding/

packaging equip. 101 101 101
e. Office and Facility

Renovations 177 177 177
Sub-total 322 252 574' 574

4. Other Cbsts
a. Personal Services

COntractor 27 27 27
b. Cbmpute r Sub

-contract 25 25 25
c. ECDS Start-up

and recurrent
costs 611 85 696 700 1,396

Sub-total 663 85 748 1,448

TOTAL 2955 377 3,332 700 4,032
Co ntingency (@ 5% ) 166 . 166'
Gr and To tallil 3,498 700 '4,198

project Costs are defined as anticipated sutH>bligati()l1S or cOOllli.bn~ts.~

of funding through, e.g., PIOs ,GOntracts ,purchase orders, or ~wgrk .
orders for civil works.
In kind contributions for items 1. ,2. ,3., and4.a.b. not costecldue:to
diffial1ties in measuring and roonitoring.



TABLE 5

By Ex of Fundin

Fiscal Year TOTAL
Expense Category 1985 0/ 1986 1987 1988 1989 1990 67 FY85 - 90

FX LC FX LC FX LC FX LC FX LC FX LC FX LC

1. Technical Assistance

a. Long-Term 461 633 317 'j~ 1,469
b. Short-Term 72 ~)8 40 4 76 10 74 12 320 26

Sub-total 533 691 357 4 134 10 74 12 1,789 26

2. Training

"a. Overseas 10 9 7 5 31
b. Regional and

In-Country 64 4 23 51 4 12 2 150 14 tb
Sub-total 74 4 32 58 4 17 2 181 14

~•
3. Equ i pnent and

""'i
h

Renovation §
p: I

a. Office fu rnish ings h V1
0'\and equ i pnent 12 38 13 4 2 44 25 OJ I

b. Computers 110 110 r-
n,

c. Vehicles 12 105 117 C').
d. Com (Xlund i ng/ a

Packag ing equ i p. 15 30 56 101 ~

e. Office and facility "'<;

Renovations 30 57 50 30 10 177
Su b-tot.a I 54 16.3 17S 34 51) 58 3U 10 255 319

4. Other Costs

a. Personal Services
Contractor 27 27

b. computer
Sub-contract 15 10 25

c. ECDS start-up
and recur rent
costs 153 45 236 34 153 6 64 5 612 85

su b-total 27 168 45 246 34 153 6 64 5 663 85

TOTA~ 27 54 938 224 1,003 88 626 44 215 22 79 12 2,888 444
CONTI NG ENCY (@ 5%) 1 3 47 11 50 4 31 2 11 1 4 1 144 22
GRAND TOTAL 28 57 985 235 1,053 92 657 46 226 23 83 13 3,032 466

~/ project Costs are defined as anticipated sub-obligations or commi tments of
funding through, e.g. , PIOs, contracts, purchase orders, or work orders for
civiI wo r ks •

.!i Partial year.
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TABL,E 6

ECDS Estimated Recurrent Costs

1. Salaries and Benefits
2. Office Op2rations
3. MIS Support to Countries
4. Coordination Training & Supervision
5. Quality Contr6l Testing
6. Amortization Expense

TOTAL

$ 84,000
70,060
23,000
67,425
10,000
29,900

$284,385

In -constructing this estimate,. liberal assumptions
were used; i.e. estimates on indiVidual items are thought more
likely to be in excess of actual needs. Approximately $200,000 per
year is thought to be required for "core" recurrent costs essential
to the operation of the regional' procurement operation. This
estimate will be refined during the course of operation so that by
the time the countries assume the full cost of ope rat ing the ECDS,
actual costs will' be well established. AID will assume the start up
costs of the ECDS and cover operating costs in decreasing
profOrtions over the life of the Project. These cos·ts will be
monitored carefully and are not to exceed $700,000 over the fi ve
years.

In addition to "core" recurrent costs, there is an
est imated $80,000 bUdgeted for country level su pport. ECDS su pport
for country activities was included because the items were
considered of high priority to continuation of the sub-regional drug
management system and because it wasf.elt that the ECDS could be
developed into an institution cap:ible of providing that sUpfOrt.
These budget items,' as with the total ECDS operating budget, will be
subject to the approval on an annual basis by the ECDS Policy Board
which will include representation from each of the participating
governments.

b. Volume of Purchases Through the ECDS

i. Public Sector

It is anticipated that the ECDS will earn
its revenue by applying a mark-up to the drugs purchased through the
fOoled tendering system. The size of the mark-up required to cover
the recurrent cost will depend ufOn the magnitude of the recurrent
costs and the dollar volume of purchases made through the ECDS. The
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dollar volume of purchases is 'not precisely predictable, however
this analysis uses a most likely scenario, i.e., that the public
sector bUdget for pharmaceuticals and medical supplies will increase
at 3% per year, or just slightly faster than population growth.

The estimated volume of purchases of
pharmaceuticals and medical supplies is provided in Table 7. For
several countries these estimates are probably lower than the actual
volume, since some hospital medical supplies are purchased directly,
i. e. not through Central Medical Stores. Thus the p:>tential public
sector market for ECDS-procured medical supplies and fharmaceuticals
is expected to be greater than indicated in Table 7.

TABLE 7

1981 - 1985 ANNUAL DRUG AND SUPPLY EXPENDITURES (US~

Antigua and Barbuda
Dominica
Grenadao/
Montserrat
St. Kitts and Nevis
st. Lucia
St. Vincent/Grenadines

TOTAL

1981 - 1983
1983 - 1985

1982 - 1984
1982 - 1984
1982 - 1985
1983 - 1984

377
258
281

71
227
776
444

2,434

!y The figure for Grenada is an estimate, given the fact that the
rna jor i ty of thei r pharmaceut ical stocks have been donated over
the last several years.

A somewhat ar bi trary target is for the ECDS
to handle approximately 87.5% of pUblic sector purchases of
fharmaceutical and medical supplies by the end of the project. (It
is assumed that there will cont inue to be some emergency and other
purchases made outside the ECDS system.) Purchases through the ECDS
tender cont racts are ex pected to be ini t iated about 18 - 21 months
after the Grant Agreement with the OECS is signed and about 14 - 17
months after· the arrival of the project-funded technical assistance
team. Volume of purchases will increase rapidly during each
successive year as more items become included in the tendering
process' and as countries develop supply systems that depend more on
programmed purchases and less on emergency purchases.

It is anticipated that 80% of the net
savings achieved through the lower unit prices from bulk tendering
will be used to purchase greater quantities of pharmacelitical and
medical supplies. Further, it is assumed that one or more countries
will begin to sell relatively small quantities of ECDS-procured
pharmaceuticals to private sector retailers.
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ii. Private Sector

The volume of sales to private sector
retailers is difficult to predict. There are several reasons why
Governments will be encouraged to consider such sales. First,
privat.e sector retailers typically buy in small quantities at high
unit costs using more foreign exchange than necessary. Second, they
typically favor more exr:;ensive brand-name preparations to equally
effect i ve, lower-cost gener ic pharmaceut icals. Al though Ii t tIe is
known about the size of the private sector pharmaceuticals market in
the OECS countries, it is thought to exceed the public sector market
in some c6untries, and thus constitutes a si~nificant drain on
foreign exchange.

countries that feel the need to reduce
foreign exchange ex p=ndi tures could do so by selling ECDS-purchased
pharmaceuticals to private sector retailers. In so doing they could
make inexpensive generic pharmaceuticals more available to the
benefit of private sector consumer's. Additionally, the availability
of lower cost generics in private pharmacies should encourage
greater consumer use of private dispensaries thereby reducing 'the
reliance on public sector resources.

Sa les to the pri vate sector are Ii kely to
increase only slowly however, because private sector financial
incentives generally favor the sale of expensive, high margin
products. Sales ~o the pr i vate sector should be made only when the
country has achieved a high degree of reliability in its plblic
sector pharmaceuticals management system. When that has been
achieved it is FOssi ble that impJrt taxes cou ld be appl ied to
brand-name equivalents of pharmaceuticals in the national
formulary. If this were done, sales of ECDS purchased
pharmaceut icals to retai lers could increase sWiftly. The project r S

financial analysis is based on very slow growth of such sales.

c. Unit cost Savings Achieved Through Bulk Tendering

The unit cost savings to be achieved through the
establishment of the ECDS has been projected at 25% of the current
weighted average unit cost. Aggregate information on average unit
costs of OECS countries currently is not available. (It will be
develo ped for project evaluat ion pur FOses by su pply management TA
during the first year of the Project.) However, several AID-funded
studies have found that theOECS countries pay consistently more
than Bar bados which has develo ped a tendering system. (See Annex D,
Table D5.)
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The Barbados experience is partic~larly

instructive in this regard. Barbados introduced a tendering system,
with the first contract effective september 1,1980. The first
tender achieved an immediate 20% reduction in the average unit cost
of PJrchases. Subsequent tenders drove unit costs down a total of
26% under pre-tender unit costs. Furthermore, as indicated in Table
D5 (Annex D), Barbados already, prior to the introduction of
tendering, was paying lower prices than the smaller OECS countries.

On the basis of this information, a unit cost
savings of 25% is anticipated with the introduction of international
tendering through the ECDS. This figure also is sUPPJrted with
examples of savings achieved in Dominica through an AID-funded
PRICOR project in supply management in which savings of over 50% on
individual items have been achieved simply by searching for less
expensive suppliers of high volume expensive items.

d. prompt Payment of Suppliers

A prerequisite for 'achieving, on a continuing
basis, favorable prices from suppliers is prompt payment of supplier
invoices. Dominica, using a loan from its Social security Fund, set
up a revolving fund to finance rnarmaceutical and medical supply
pJrchases. The fund reduces the PJssi bi Ii ty of payment delays as a
result of either bureaucratic red tape or cash flow constraints in
the Government Treasury.

Other OECS countr ies have ex pressed interest in
the system established in Dominica. This project anticipates that
each country will make an arrangement with the Eastern Caribbean
Central Bank under which the ECCB will make prompt payments to
suppliers according to their invoice terms. The ECCB then will bill
reimbursement plus 15% for the ECDS from the country receiving the
drugs. These arrangements will be detailed in the Letters of
Instruction from each country to the ECCB.

e. Financial Fea~ibility

Table 8 on the following page presents an analysis
of ECDS revenues and expenditures during the life of the Project and
for the first five years after the Project. Sales volume is based
on the assumptions discussed above. It is assumed that the ECDS
will charge the 15% administrative fee on all purchases made through
the te~der contracts. The revenue generated is to be used to defray
the recurrent cost of the ECDS. Financial viability of the ECDS
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depends upon the service charge being less than the gross savings in
unit costs achieved by bulk tendering.

As anticip:ited, the ECDS operating expens,es exceed
surcharge-gener~ted revenues the firsi 2 year~ of the proj~ct.

After the first 2 years, ECDS losses decline rapidly as the volume
of pJrchases handled by the ECDS rises toward the 8T. 5% . target. In
Year 5 of the Project ECDS revenues are only $5,000 less .than"
projected costs including the $30,000 amortization expense included
in the ECDS budget. During the Project, the opera,ting expenses of
the ECDS not covered by surcharges wi 11 be paid by AID.

Beginning the year ~fter the Project, the ECDS
earns a "profit" which increases gradually due to increasirig'
p..1rchases by the pu bl ic se'ctor as demand for Fharmaceut icaTs and
medical supplies increases with' r:op..1lation and/or per capita income
growth. It is suggested that, as long as the "profit" is small, it
be pJt in a reserve account to be ,called u r:on in emergencies.

If a small, slowly increasing volume of country
sales to private sector Fharmacies and dispensarie's is initiated in
the fourth year of the project, the ECDS might earn' a' very small
profit in the fifth year of the project. After a couple of year's oi
slow growth, deposits to the reserve fund would reach more than 20%
of ECDS recurrent costs in Year 7. At this time, the ECDS Board of
Directors might dec ide to' reduce the ECDS serv lce charge, or to
undertake some small pro jects to su pp:;rt further im provements in
pharmaceutical supply management in the sub-region.

As indicated above, the probable unit cost savings'
to be achieved' through' bulk tendering is estimated to be' 25% or
r:ossibly more. Table 8 shows the estimated gross savings to be
achieved, giveri the volume of anticip3ted p..lrchases. The difference
between estimated gross savings and estimated ECDS revenues':
represents estimated net savings to the governments of the OECS, 80%'
of which is realized as increased value of products pJrchased and
20% of which is realized as cash savings.

rrhe value of net savings increases rapidly as
plrchase volume increases. By Year 5, net savings exceed ECDS'
expenditures. In other words, by the end of the' Project,' tHe
operating budget of the ECDS will be less than 50% of the gros:,3
savings which bulk tendering is ex pected to achieve. Put another
way" if p..lrchase volume were reduced by 50% due to the withdra.wal of
several countries from the ECDS, the ECDS could continue to operate';
by raising its service charge whi le still generating soiri'e: net
savi'ngs for the countries. Of course, if countries l'eft the ECDS
e~rly in the Project, AID would have to increase its st~rt~up

financing as the growth in both pJrchases and ECDS revenues' wQurd .be
slower.
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The stream of net savings de picte'd in 1 in,e F of
Table 8 provides the princ'ip:ll economic rationale' {or the ECDS.
While· there are many other benefits of the Project" the stream of
calculated net savings to the Governments of the.' .OECS provides' a
strong argument for the Project. By Year 6 the sum of :'annual net
savings plus the ECDS reserve fund deposit exceeds,12% of AID's
inputs into the Project.

While this. financial analysis clearly demonstrates
the financial feasibili'ty of' the project, care has been taken durihg
design to ensure ~hat critical financial constraints are adhered
to. Thus, for example, ECDS 'staff wi 11 not be hired before
Project-financed TA is contracted as ex p=nditures might increase on
schedule while income could be delayed by late start-up of the
procurement cycle. One evaluative tool of the TA .~ill be the
regular revis ion of this model based on implementat ion ex per ience.,
giving care.ful attention to the validity of the assumptions· that
were made during Project design.

; .
'.~: '

..
...~.
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Table 8

PROJECTED ECDS REYENUESAND EXPENDITURES nHDUSANDSUSS) ,.

KEY ASSUMPTION LIST

BUDGET GROWTH RATE 31: HAND" CALCULATED, PARAHETERS
6ROSS SAVIN6S RATE 251
ECDS SERVICE CHARGE lSI SUPPLI ER' S' SHARE' OF' BUD6ETED' EXPENDITURE:' 84~21S1

NET SAVINGS PlOUGHBACk RATE 801 RATIO 'OF BROSS SAYIN6S ~ TO BUDSETED :EJPENDHURE 2B~0721
ECDS RECURRENT COST .294

VARIABLES PROJECT YEARS
2 3, 4 5 6' 7 8 9 10

A. COUNTRIES DRUB &SUPPLY PURCHASES 2452 2526 2601 2679 2760 2843 2928, 3016: 3106 3199
(without project)

B. 1 PURCHASES THROUGH ECDS 0.01 15.0% 40.01 65.01 80~01 B7~SI. 87~51 87~S% 87.51 87~51

(impleoentation target)

C. ESTIKATED ECDS PURCHASE YOLUHE 0 319 876 1467 ; 1959. 20'S, 2157 2222 ' 2289' 2358:
~AIBfsupplier's share budgeted exp.)

D. &ROSS SAYImiS ON ECDS PURCHASES 0 106 ·292 489 620 699 719 741 763 786
(AfBfratio gro5s savings tobudg.exp.)

~

E. ESTIKATED ECDS REYEMJES 0 48 131 220· 279 314 324, m" 343 . 354 0...a
(CtECDS service charge) <;.)

l.4.J
-...J

F. NET SAVINSS ON ECDS PURCHASES 0 58 161 • 269. 341 384 396 407 420 432
C'L:l
~

(D-E) ~

§,
~

6. ESTIMTED ECDS RECURRENT COST 153 284 284 28-4 284 28-4 284 284 284,: 284'" ~

(froe delailed line itel estil.te) ~
~

H. ESTInATED ECDS OPERATIN6 PROFIT -153 -237 -153' -64 -5 30 39 ; 49 - 59 69;
(E-6)

- I. PROPOSED AID START-uP FUIAlCIII6 153 237 153 64 5 0 0 0 0 0
(to cover operating deficit; yr5. 1 - 5)

- J. ECDS RESERVE FUND DEPOSIT 0 0 0 0 0 30 39 49, 59 69
(H+1)

------------------------------------------
K. ADD. ECDS PURCHASES FOR PRIVATE SECTOR 01 01 01 21 41 . 61 8%' 101 i 101' 101'

(1 of public sector purchases: line C)

L. EST. ECDS PURCHASES FOR PRIVATE SECTOR 0' 0 0 29 74 126 173 222:' 229 236-,:'
(CIK)

ft. EST. ADD. ECDS REVENUES 0 o· 0 4 11 19 26 ; 33' 34:'; 35'
(L.ECDS service charge)

M. EST. TOTAL ECDSPRDFIT MID AID -153 -237 -153 -60 6 49 65 82' 93, 105:
(H+IO

O. EST. TOTAl ECDS RESERVE FUNDDEPDSIT 0 0 0 4 ,11 49 65'·'· B2 93 lOS
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C. EconomicAnalysis

As stated above, one of the objectives of the member states
of the OECS is the improvement of health services available to their
J;Opllations. To this end, individual states allocate 10-12% of their
individual annual budgets to the heal th sector. Of these sums,
amounts varying from 5-12% are expended on the purchase of drugs and
other medical supplies. However, under the existing system whereby·
commodities are plrchased on a country-by-country basis, a
substantial J;Ortion (approximately 30%) of this funding is eroded
through losses incurred due to (a) high unit cost of drugs, (b)
spoilage and the expiration of the shelf life of pharmaceuticals and
su pplies, (c) the use of brand names instead of generic drugs and
(d) wastage" by pr i vate patients who recei ve these commodities from
public dispensers. The pur pose of this project is to address the
a bove issues and to ena ble the OECS countr ies to increase the cost
effectiveness of the provision of pharmaceuticals and other medical
supplies.

RDO/C has proposed that the sum of US$4.198 million
(US$3.498 million from AID and US$0.700 million from the OECS
countries) be provided as initial funding for the ECDS over the
first five years of the project, at the end of which time it is
believed that the project will be self-su pJ;Ort ing. At present,
Governments of the OECS spend US$2.6 million annually to provide
pharmaceuticals; of this an estimated US$780,000 is lost through
wastage and other problems. Successful implementation of this
project will reduce the' unit costs by approximately 25% of the
pre-project price of drugs and other supplies through the
introduction of (a) a J;O,oled tendering and procurement system, and
(b) improved. management of supplies. However, the service will
institute a· 15% administrative mark-up chargeable against the
reduced unit price which will translate into an overall pre-project
unit price saving of nearly 15%. In addition, the project is
expected to reduce the ·level of wastage incurred each year.
Quant if ia ble benef its are, therefore, the countr ies' net savings on
purchases and reduced wastage. A 20-year stream of net savings on
the expected annual purchases made by the ECDS has been· computed.

Wastage due to spoilage and ex piration of pharmaceuticals
and supplies is estimated to represent about 5% of annual
expenditure. However, actual levels o·f wastage are difficult to
determine given the present inefficient manner in which supplies are
handled. Therefore, in the absence of information in relation to
wastage levels, RDO/Cconservatively assume that this project will
reduce wastage in the' s:.Ib-region by 2.5% of the pre-project
purchases in years one and two, 3. 75% in years· th ree and four, and
5% for the remaining 16 years of the project. Based on the above
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stream of costs and benefits, an, internal rate" of return (IRR) of
13% was, calculated indicating that the· project is economic;a11y
viable. (Comp..1tations are shown 'in Table 9). Other 1e?s easily,
quantifiable benefits are (a) improved quality of health services
due to a reduction of the frequency of. stock-:outs, Cb) enhanced
quality of, service resulting from improved, prescriber anddispeI'ls~r

knowledge and (c) increased productivity from a re<1uctionin sick
leave among the labor force. We estimate they would raise i the. IRE
by perha ps five wrcentage p:>ints. The pro p:>sed syst~matic:

introduction of cost' recovery mechanisms will further enhance' th~
revenue earning capacity of the service. Inaddit'ion, to the revenue
generated from· the partial cost recovery, the ECDS will plough, b~ck

80% of its net savings to finance its operations, thereby reducing,
its reliance on budgetary 'finance from OECS' member: countries.
consequently, OECS countries will be able to.divert to other sectors
funds which they would otherwise, have to spend on the supply of
pharmaceuticals and medical supplie~.

D. Administrative Analysis,

This project is characterized primarily as. an
institution-building Project. It is a complex endeavor involving
not' only the creation of a new entity, the ECDS, but also, the
strengthening of heal th care services and personnel in eac:h of the
OECS countries. consequently, it wa'snecessary at the design' stage
to develop clear lines of authority, and well-:defined roles for
institutions and p2rsonnel. It wa~ recognized that project roles of
the contractor, host country counterpart institutions and p2rsonnel,
and the regional institutions are, critical to success. 'Major
institutions to be examined are: The OECS Secretariat, Eastern
cari bbean Drug Service (ECDS), the Eastern Caribbean Central Bank
(ECCS), and the Host Country Ministries of Health.

1. OECS Secretariat

a.,Administrative Functfons

The GECS Central Secretariat locat~d 'in St. Lucia
will be the implementing agency of the Project. The
Director-General or his designee will be responsible for all ,of the
administrative functions involved in creating the ECDS incl~ding

liaison between the ~CDS, the OECS and member countrie~, anq
overseeing the procurement of a Personal Services Contractor.
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TABLE 9

Regional Pharmaceuticals Management Project
Eastern Caribbean Drug Service - Cost Benefit Analysis

US$IOOO

Total Total of which:
Years Gross Gross Net Reduced Net

Costs Benefits SaVings Wastage Benef its

1985 85.00 61. 00 0.00 61.00 -24.00
1986 1254.00 121. 00 58.00 63.00 -1133.00
1987 1238.00 258.50 161.00 97.50 -979.50
1988 857.00 369.50 269.00 100.50 -487.50
1989 446.00 479.00 341. 00 138.00 33.00
1990 318.00 526.00 384.00 142.00 208.00
1991 542.00 396.00 146.00 542.00
1992 557.00 407.00 150.00 557.00
1993 574.50 420.00 154.50 574.50
1994 592.00 432.00 160.00 592.00
1995 608.85 444.34 164.51 608.85
1996 626.18 457.04 169.14 626.18
1997 644.00 470.10 173.91 644.00
1998 662.33 483.53 178.80 662.33
1999 681.18 497.34 183.84 681.18
2000 700.57 511.55 189.02 700.57
2001 720.51 526.17 194.34 720.51
2002 741. 02 541. 20 197.82 741. 02
2003 762.11 556.66 205.45 762.11
2004 783.80 572.57 211. 23 783.80

4198.00
1. 03 1.03

IRR is
lnt Rate is
NPV is

13.7472
0.13

170.06
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As the Director~Ge~eral and t:he Cen.tral
Secretariat already are heavily burdened with respons"ibilities of
administer ing this su b-reg ional' organ.ization, it would be
coun.ter-product i ve to add . to ,thes'e ',respons ibi lities.Thus,
assistance to the OECS will ,beproV;ided by ashort-,te,rm ,PSC ,and a
long-term technical assistance team.' The' PSC will be unqer ,contract

'to the OECS to assist the Di.rector~qeneral'in execut ing all'the
aC,tioris neces.sary' to procure tec,hni<:al assis.t:a:.nce.

The OECS will be resI;X>nsib.le for the,hiri,ngof
ECDS staff. The OEeS, through the off,iceof the Direct:or:-Ge.qeral,
also will si t on the ECDS policy Board to ensure that E<;DS ,p:>licy
decisions are in accord with OECS health policy. The
Director-General wi 11 have primary res I;X)nsibili ty ,for p:>licy
decision-making, rather than g,eneral administration of ,the J:)roj~ct

and the ECDS, although he will be the ultimate a.u',t.horitYoJ1
administrative matters as well.

b. 'Primary Considerations in Design Process

Gi ven the number of actors at the higher
administrative levels, the relationships between the contractors a,nd
the host country institutions and 'perso~nel will be'deli,neated
clearly. This will involve adeq,uate' briefipg sessions to ensure
that all EXlrties understand a I1d concur in the direction' ,and
sequencing of activities.

2. Eastern Caribbean Drug Service (ECDS)

a. Functions

The Eastern caribbean Drug Service (ECD,S)w.ill b~

established as an agency of theOECS located in st. Lucia. .' Th~
functions' of the' ECDS as the procurement unit for OEes dr,ug. su:pply
systems will include (1) ass~sting in formulary devel~'pment; (2)
tendering, evaluating bids and awarding contracts; (3)', prqc,essi I19
drug orders from countries; and, (4) m'onitoring shipments. '" , "

The ECDS, throu9h the technical assistance of a
u.S. firm, also will oversee all sub-project acti~ities" incluping
(1) upjrading warehouses and d~spensaries; (2) ,training; (3)
labe i'ing/packaging activ,ities; (4) newsletterp..tblication;' ~nd (5)
inst tuting recordkeepi l1g and quality control ffiE?chanisms.
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b. Organization

As outlined in the body of the project paper (II C
and Figure 2) the ECDS will operate as an agency under the authority
of the Director-General of the OECS. The unit will be headed by an
Associate Director, who will be in training for the ECDS Director's
position, counterp~rted to the procurement and Drug Services Advisor
for the first three years of the project.

The Associate Director will be assisted by a
Technical Advisory Committee comprised of two subcommittees: a
Formulary Subcommittee and a Tenders Subcommittee. Membership on
these Committees will be made up of country representatives from
each island (Permanent Secretaries of Health or their designees),
the Procurement and Drug Services Advisor, the EGDS Associate
Director, the ECDS Assistant Director for Supply Services and the TA
Team Leader. In many cases, the PS designee will be the Chief
Pharmacist; in some instances the latter also may operate as the
country's Project Implementation Officer.

The Assistant Director for SU pply Services wi 11
operate as Chief Procurement Officer. As such he/she will manage
the operational activities of the pooled procurement process. Other
staff include a computer operator and secretarial support.

c. r1anagement

i. Delegations of Authority

The establishment of the
conception of lines of authority in order
conflicts and bottlenecks.

ECDS entails clear
to avoid potential

Ultimate authority rests with the
Director-General of the OECS. Both the Associate Director and the
TA Team Leader will re p:>rt to him. The TA Team Leader will have
overall responsibility for the operations of the ECDS and the
coordination of country sub-project activities for the first three
years. The Associate Director also will hold a substantive post,
however, and will assume responsibility as Director in the third
year. For the remaining two year s, the TA Team Leader will advise
the Director on management issues. The Procurement and Drug
Services Advisor of the TA team will provide technical assistance to
the Associate Director on procurement issues. The TA Team Leader
will operate as overall advisor to the Assistant Director for Supply
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services and the Associate Director for the life of the Project.
This person's role will primarily be that of management' trainer and
coordinator. Hence, the person' selected will have expertise in all
aspects of institution building and preferably a kn'owledge of' the'
OECS countries.

The TA Team Leader will be assisted by two
other long-term adVisors based, one each, in the 'Windwards and the
Leewards, who will ensure that.' sub-project activities in each
project country are synchronized and the' timeframe leading to the
first procurement maintained. Other specialists called in for
specified activities will provide technical assistance in' areas such
as forecasting, complteri zat ion, and supply management.

provided by one
coordinating their
their team members.

The Project will entai 1 technical assistanc'e'
firm which will have the reslXlnsibility for
in pit and def ining roies and relat ionshi ps' of

ii. EXp2rience and Capability of Managers

It is recognized that the persons hired for
management lXlsitions in the ECDS will not have the required training
either in their field of expertise or in managing an entity such as
the ECDS which will be serving seven countries. The technical'
assistance team will assist in the establishment of the ECDS,
s~ pport indi vidual countries in set t ing up the FOoled procurement
system, and provide training to ECDS staff.

Additional training in the us for ECDS
m:magers is prolXlsed. This will involve specialized courses in
management and finance, systems analysis, management information,
systems, and pharmaceut ical su pply management~ Cour ses wi 11 be of' 2
to 4 weeks duration and will prep:ire the staff to assume full
responsibility for management of the ECDS at the end of the project.

d, staffing

Qualifications and adequate salaries for levels of
expertise are critical to ensuring that the Project is not delayed',
through an inability to secure needed personnel. Responsibility' fot
hiring staff .rests with the Central secretariat of the OECS. It is
expected that the short term PSC will assist the OECS in evaluating
pr'()lXlSals of technical assistance and meeting Conditions Precedent.
The latter will include working with the Director-General and/or his
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designees to establish the qualification requirements for job
positions within the ECDS and their salary ranges. Actual
recruiting and hiring of staff will occur with the arrival of the
technical assistance team, s pecif ically with the TA Team Leader.

I Advertisements for p:>sitions will occur during the period of short
term PSC assistance.

e. Linkages and Coordination Mechanisms

Establishing good coordination mechanisms among
the technical assistance team with resp:>nsibilities in seven
countries, and between the ECDS as an institution and the Ministries
of Health, will require establishing good working relationships
among all staff members, the TA team and Ministry F€rsonnel. It
also will require the acceptance and follow through of an
Implementation Plan which acknowledges the number of moving p3.rts,
their synchronization, and the necessity for constant monitoring.

Key actors in project implementation will be the
TA Log ist ics Advisors for the Windwa rd and Leeward groupings and
their liaison with the individual country Project Implementation
Officers who will be their counterp3.rts at the local level. The.
Project Implementation Officers will reIXlrt directly to the
Permanent Secretaries of Health. The former are eXF€cted to be
given sufficient leverage to ensure successful implementation of
s~b-project activities within the required timeframe.

Coordination mechanisms are being built on a
number of fronts. The first is the EGDS Policy Board comprised of
the OECS Director-General, the TA Team Leader, the ECDS Associate
Director, the ECCE Governor or his designee, and the Minister of
Health or his nominee from each Ministry of Health. This Board will
meet at least annually, although it is envisioned that the first two
years will call for several meetings per annum.

The Technical AdVisory Committee with its
subcommittees, will be comprised of the Procurement and Drug
Services Advisor (TA Team), the ECDS Associate Director, the ECDS
Assistant Director for supply Services, and a senior drug management
officer from each country. Suocommittees which focus on operations
such as formulary developnent and tenders evaluations will provide
the necessary linkages between the BCDS and the Ministries of Health.

(about every 6
advisors with
comIXlnents are

Additionally, there will be frequertt meetings
weeks) between the TA Team Leader and the logistics
ECDS staff and the OECS to ensure that project

being effectively implemented.
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f. Project Design Considerations

Coordinating considerations are paramount to the'
successful institutionalization of the ECDS and the inauguration of
the procurement process. Rocognizi,ng this, necessary step3 to assure
smooth functioning are being built into the contract for technical
assistance and into the Implementation Plan.

Obtaining the necessary qualified per.sonnel is
also of critical imPJrtance. T~chnical assistance will be provided
to the OECS in establlshing guidelines for p:=rsonnel developnent,
writing up job descriptions, and ensuring that steps to secure
qualified staff are taken within the first months of the Project.
Inability to do so would significantly delay project implementation.

3. Eastern Caribbean Central Bank (ECCB)

a. Administrative and Fiscal Functions

The Eastern Cari bbean Central Bank was established
on July 5, 1983, by the Government s of Antigua & Bar buda, the
Commonwealth of Dominica, Grenada, Montserrat, St. Kitts and Nevis,
st. Lucia, and St. Vincent and the Grenadines to assume the tasks
previously performed by the Easte~n Caribbean Currency Authority
(ECCA) and to: (a) regulate the availability of money and credit:
(b) promote and maintain monetary stability: (c) promote credit and
exchange conditions and a sound financial structure: and, (d)
actively promote, through means consistent with its other
objectives, the economic development of the territories of the
participating Governments.

The esta bl ishment of the ECCB re presents a clear
movement toward regional harmonization of financial systems. ECCB's
sco p:= for the exercise of monetary pol icy has been widened in
comparison to ECCA' s limited regulatory PJwers. ECCB is em·powered
to impose reserve requirements on commercial banks, and to set
minimum and maximum interest rates for liabilities and maximum
interest rates on loans. The ECCB also has a su pervisory role in
the regulation of commercial ba~ks, and is in the process of
creating a new department of banking sup:=rvision.

The ECCB
comprised of one Minister
ResPJr1sibi'lity for PJlicy and
vested' in a nine member Board
a Deputy Governor.

is governed by a Monetary Council
from each part ici pat ing Government.
general administrat ion of the Ban~ i
of Directors including a Gover~qr.a~
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The success of the ECCB will depend on the ability
of its governing bodies to act upon financial issues in 'a decisive
manner. In the area of external finance, such as the setting of the
external exchange rate, unanimous approval by Member Governments is
required. In areas of regional monetary policy, more flexibility is
given in the charter, requiring only a simple majority of Member
Governments. However, ultimately, implementation of Bank
regulations remains in the hands of the Member Governments. Thus
the effectiveness of the ECCB critically depends on the willingness
of participating Governments to take necessary action.

The ECCB recently has assumed implementation
responsibility for the AID-funded Infrastructure for Productive
Investment Project (538-0088) and, in so doing, has demonstrated the
Bank's willingness to expand its participative role in regional
credit operations. It also has become a signatory to the Trade
SU9Port Grant (538-0131), acting as a pass through instrument for
grants to'member countries. Since both activities are banking
functions and have limited administrative requirements, the RDO/C
feels the addi tional burden of the proposed Project activi ty is
within the operational ability of current ECCB staff and resources.
No operating costs or payments to ECCB are anticipated.

b. Primary Considerations in Design Process

Success of the Project is dependent upon prompt
payment by the countries of monies advanced by ECCB on receipt of
supplier invoices. Should short-term costs to governments for
administration of Project components rise steeply cutting into
savings, there may be reticence to continue. For this reason each
country is being urged to work out an individual repayment plan with
the Bank.

4. Ministries of Health

a. Assessment of Capabilities

All of the OECS countries accord a high priori ty
to the prOV1Slon of health services to their populations. Ministry
of Health budgets average from 10 to 12% of recurrent expenditure
throughout the sub-region. Drug procurement accounts for 5 to 12%
of Ministry of Health budgets. Personal emoluments are a high
percentage of health budgets averaging around 40%. A heavy emphasis
is placed on primary health care which has involved decentralization



- 73-

of services in several instances. In
administrative structure is in place which
resFOnsibilities for various comFOnents of
including drug procurement and distribution.

all countries an
clearly delineates

health services,

Thus, this Project will be concerned with
reorganization of existing systems to make them more efficient and
cost effective. Much of the focus will be on improving the
capability of the Central Medical stores in procurement, stor~ge,

quality control, inventory control, recordkeeping, and
distribution. All countries exhibit weaknesses in these. areas,
although not to the same degree. M~ny of the pro.blems are
associated with the lack of training available to Central Medical
stores personnel and the shortage of personnel. The collection of
baseline data on present procurement systems early in the project.
will aid planning and sequencing. country activities which will
culminate in the first procurement in 1986. Some compara·tive.data
already exist and have .been utilized in Project design.

Administrative systems are basically in plac~ and.
should be capable of implementing the. Project with initial technical
assistance. While Project Implementation Officers are yet' to' be
ident ified, it is ant ici r::ated, that sk ill levels of these. perso~nel

will require some upgrading though training.

b. Project Design Considerations

Al though each OECS country has basically the same
organizational structure in their Ministries of Health including
their drug supply management systems, they exhibit varying strengths
and weaknesses in recordkeeping, inventory control, state of
facilities, and numbers of staff trained. These variances comFOund
the. already onerous task of coordinating country Project comfOnents
with the establishment of ECDS and the first procurement of drugs.

Constant monitoring by the technical assistance
advisors will be necessary to overcome inherent logistical,
intra-ministerial, administrative and staffing problems, and th~

generally cumbersome movements of country bureaucracies.
Additionally, Country Project Implementation Officers will need to
be individuals capable of wielding the necessary leverage to ens.ur~

sub-comFOnents are accomplished within the requisite timeframe.
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E. Social Soundness Analysis

1. Social-cultural Feasi bi lity

Regional cooperation and Integration

The concept of a Regional Pharmaceuticals Management
Project which offers the opp::>rtunity for small countries to p::>ol
their resources and engage in international tendering of drug
purchases is highly compatible with the goals of the Caribbean
Community (CARICOM) and those of the Organisation of Eastern
caribbean States (OECS).

Additionally, the historical background of each of the
islands as colonies and Associated States within the British
Commonwealth ensures that the prevailing systems are nearly
identical and based on similar policies, and practices. Thus,
technical assistance across the board can have widespread effect.

The Project is being implemented through the Central
Secretariat of the OECS, which further promotes its acceptability at
the sUb-regional level. As the Secretariat has major responsibility
for coordination of all cooperative activities including
implementation of economic integration policies, additional leverage
will be given to the ECDS in its early stages of implementation
which will be critical to the success of the Project.

2. Social Consequences and Benefits

The social impact on the host countries of a regional
project of this nature, while difficult to quantify, is highly
positive on various levels ranging from technicians at the Ministry
of Health, dispensers at health clinics, pharamacists,' and the
ultimate consumer who purchases the drugs.

a. Consumers

Surveys conducted in OECS countries indicate that
a significant percentage of consumers recei ve
prescrip::ions through the public health clinics.
for these consumers include:

drugs or drug
Project benefits
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Improved quality of health services due to a
reduction ifi the frequency of stock outages.
The Project should result in a 25 % reduction
in the frequency of stock outs at Central
Medical stores, thus allowing more patients to
receive the right drug at the right time.

Improved quality of health services as a
result of ~nhanced prescri ber and dis~nser

knowledge and practice. Presently', with great
variations in drug lists and formularies,
therapeutic information is not standardized
and varies in depth of guidance.

Increased cost/effectiveness of drug services
which will indirectly benefit cItizenry/drug
users through costs savings to the ~inistry of
Health. Inclividual health ciinic~ wi!l,
therefore have more funds avaftable for other
line items. This project could reduce waste
in procurement by health centers by 25% to 75%.

b. Ministry of Health Technicians

Developing more efficient drug supply systems arid
the new FOoled procurement mechanism will de~nd in large measure on
the provision of technicial assistance in a number of strategic
areas to the Ministries of Health •. Technical assistance provided by
the Project will improve both professional eXJ;€rtise in drug supply
systems and better management. Training wlli include use of
microcomputers in forecasting models for drug needs and the­
developnent of data bases. Public sector empioyees will also
benefit from workshops in supply management procedures inclUding
inventory control. The regional nature of the Project, and t~e

establishment of a Technical Advisory Committee in the ECDS, will
facilitate discussion on appropriate techniques and comparisons of
ex periences. Both individual. professional develo puent and
implementation of better management systems will result.

c. Pharmacists and Dispensers

The quality of the work environinent and efficiency
o pharmacists and dis J;€nsers will improve as a direct result of
P oject implementation. Improvements in forecasting, developnent of
d ug formularies, better packaging, simplified supply procedures arid



the renovation of facilities will benefit staff and should
contribute to improved morale and motivation. At present, !=00r
facilities discourage dispensers from operating most effectively at
some health clinics.

Establishment of the ECDS and the provision of
tn-service training will be a major step forward from the present
situation in which prescribers and dispensers depend almost entirely
on pharmaceutical industry sales personnel for drug information.

d. Cost Recovery Schemes

There is a fairly long tradition, associated with
British welfare state !=Olicies, of government provision of a full
range of preventive and curative services' for the majority of the
pJp.11ation at little or no cost. This ethic, which has been fully
endorsed by decolonizing governments, has contributed to fairly nigh
health indicators in OECS countries. It also has created fiscal
problems often resulting in shortages of drugs, supplies and skilled
personnel, and administrative problems within r1inistries of Health.

Although a majority of the pJpulation is
accustomed to utilizing public health clinics and receiving free
medical attention and drugs, the private practices of doctors and
pharmacists also are heavily p3.tronized. There' is high social
status attached to utilizing the services of physicians in private
practice. There are also cultural biases towards purchasing
pharmaceuticals from private pharmacies. Patients have come to
believe that professional-services rendered at p..1blic facilities are
not ofa high value.

There is scope for introducing cost recovery
schemes into the p..1blic sector for two reasons. First, it will
contri bute to reducing the prop::>rtion of health systems financing
which derives from central revenues; and second, it will facilitate
the public education process by adding value to services· rendered by
p..1blic sector pharmacists and dispensers.

There is no across the board formula for all OECS
states in the institution of cost recovery schemes. In the first
year of the project, surveys will be carried out to determine drug
use p3.tterns and to develop cost accounting procedures and fee
collection methodologies. The surveys also shall assess attitudes
toward user fees.
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e. Private Sector pharmacies,

It is estimated that about one-half of drug,
services in OEC~ countr ies are provided by the pri velte sector. The
Plblic and private sectors have different, piocuremen't systems and
often different dr~g services.' 'The project focuses'ofl thep..1b~ic
sector as this offers the best scope for p:>oled pr9Cll~eI1lei1~:attbe
present time. It is hoped' that at a later date' piivat~ sector
pharmaceutical needs can be folded into the tx:>oled pl."ocurernent.
scheme. This would expand drug orders as well as create a unifo;~~,
quality controlled drug supply system throughout ther~gio ll • '

Nevertheless it is necessary that consultation
wi th pr i vate sector pharmac ists occur from ear ly'" fi1 .t he
implementation process, as;r they will be benefiting from the
developnent of national formularies and training 'programs. The
private pharmacies will be encour2lged to participate' in . tx:>oled
procurement once the ECDS has been institutiohalized anq ,"the
indi vidual countr ies have improved their. transpJrt (~uJ.q sto,~age

facilities.

3. Spread Effects

a. Public Education

A Plblic education program to inform p3tients and
develo p a "consumer ethic" wi th r~~pect to drugs is a comtx:>nent o~

the project. This activity is aimed, at exp:lnsion' of knOWledge Oll
drug use to residents of the Commonweal th Car i bbean, wrt leu lar iy t:>
the least educated, less informed Patients who dispropbrtionately
utilize public sector health services. As the project:' wili be
diffused throughout the countryside in all the islands, problems
associatep with attempting ~o mUltiply effects from a singular:
project area will be avoided anqactual impact will be' magnified: A
key comFQnent in this publicedllcation program will be via training
programs for prescri bers which tCl.rget. communicating proper:' drug tis~

to consumel."s. pictograms, labelling and consum~r paskaging will be.
othe~ tools des igned to u wrade con~umer services an4 educatior1.' on .
proper drug use. The Plblic media also will be used to' creat~
consumer awareness and understanding."
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b. Education and Training for Health Services
Personnel

Through a series of workshops, seminars, courses
and audio-visual material, heal th service personnel in the Project
countries will be made aware of the most up-to-date information and
technical skills in the areas of pharmaceutical education, drug
theraoy, and inventory management. Small libraries of selected
textbooks, professional journals and an EGOS newsletter will be
orovided to oroject countries. Institutionalization of an
information system will occur through continuing pharmaceutical
education.

c. Transfer of Mqnagement and Technical Skills

The project aims at improving prescribing,
dispensing and patient use of pharmaceuticals; and also at providing
lower cost, higher quality pharmaceuticals through better supply
management, dru~ selection and procurement services. Successful
implementation involves considerable technical assistance throu~h

various institutional levels, from the creation of the EGOS itself
down to local prescribers and dispensers.

F. Environmental Analysis

The approved Initial Environmental Examination (lEE)
recommended a Negative Determination. The Project consists of
rehabilitation activities rather than new construction. No
lon~-term negative environmental impact will be attributable to the
limited construction work under this Project.
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V. CONDITIONS PRECEDENT AND COVENANTS

. The following conditions andC()venarits will be included in the
Grant Project Agreement:

A. Conditions Precedent. to Disbursement

1. First Disbursement

Prior to the first disbursement under' the Grant, or to
the issuance by AID of documentation pursuant ~o which disbursement
wi 11 be made, the Grantee wi 11, exce pt as the Pa'rties may otherwise
agree in writing, furnish to AID in form and substance satisfa'ctory
to AID:

a. An 0 plnlon of counsel acceptable to AiD that th is
Agreement has been duly authorized and/or ratified by, and executed
on behalf of the Grantee, and that it constitutes a valid and
legally binding obligation of the Grantee, in accordance with all of
its terms;

b. A statement of the name of the person holding' or
acting in the offi~e of th~ Grantee, and of any additiorial
representatives, together with a specimen signature of each person
specified in such statement; and

c. Evidence of inte~tion to
Project from at least five of the seven OECS
Letter of Intent is attached as Annex I.

partici pate
countries.

in the
A draft

2. Dis bursement for ... Other Than Short Term. PersOnal
Services or Rehabilitation of Office Space

Prior to any disburse'inen"t or. to the issuance by AID of
documentation p..1rsuant to which disbursement will be made for other
than short term personal services c0l1tracts or the rehabilitation of
office space, the Grantee will, except as the Parties may otherWIse
agree in writing, furnish to AID in form and substance satisfactofy
to AID:

a. A time-phased Implementation Plan which includes
the time frame and assigned resp:msibility for the following:
procurement of long term technical assistance; establishment and
staffing of the Eastern Car i bbean Drug Service: and procurement of
the vehicles.
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b. Copies of Letters of Instruction from at least
five of the seven participating countries, specifying the financing
mechanisms that have been established to guarantee prompt and full
J;:8yment to su ppl iers for p.1rchases of pharmaceut icals and med ical
supplies through the ECDS.

B. Special Covenants

1. Personnel

The Grantee covenants to provide such personnel as are
necessary to assure the effective implementation of the project, .in
part icular, an accounts officer, until such time as the technical
assistance team is in place and able to assume those duties: and to
assist with the recruiting of permanent staff of the ECDS.

2. Cost Recovery Schemes

The Grantee covenants to seek commitments from
participating countries to design and institute appropriate
cost-recovery schemes for their pharmaceuticals supply systems
during the Project.

3. Organizational Setting for ECDS

The Grantee covenants to
Caribbean Drug Service as an agency of
operating mandate and to provide the
setting and administrative linkages for
support its continued existence.

4. utilization of Equipment

establish
the GECS

necessary
the ECDS,

the Eastern
with its own
organizational

in order to

The Grantee covenants to ensure that the ECDS and
participating countries utilize equipnent provided under this
project for activities similar in nature to those carried out under
this project for a period equalling the useful life of the equipnent.
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VI. EVALUATIONARRANGEMENTS

The evaluation plan for this' project incorporates :ba'seline
rernrts, which will be produced within 6 months of the arrival of
the technical assistance team, two interim evaluatibns";'-one,after 18
months and a second after 42 months,cind a 'final evaluc:lti.6n Vlhich
will be conducted just prior to the PACD. All 'ev'aluations will be
coordinated by 'the TA team, wi thoutside resources br'ought in to
assist as necessary.

Baseline data will be collected in each of the seve'n
p:irtici p:iting countries, and will include but will not be limited to
the following: (1) information on the previous year's procu'rements,
(2) what suppliers were used" (3) unit costsp:1id, (4) current 'stock
levels, (5) the pro fX)rt ion of i terns out"":of-stock, (6) levels of
expired/deteriorated/obsolete stock, (7) inventory in customs, (8)
usage rates by therapeutic group,and '( 9) mechanisms currently in
use for cost recovery.

These data will be collected by the TA team,fo'llowing a
standard format for easy comp:irison among countries arid to
facilitate comparisons at the time of interim a'nd final
evaluations. They will be obtained from general ledgers, 'bin cards,
requisition/issue records, receiving rernrts, and 'delivery vouchers,
depending on the existing recordkeeping system in each country.

The Management Information system put, in place during the
course of the project will be designed to allow ongoing mc)nitoring
of crucial performance indicators. Throughout the project, TA
advisors will make periodicrer:orts on developments in each
country. These will be necessary to successfully coordinate
activities of the seven countries. These rernrts will ,be shared
with all Ministers of Health and their st~ffs who are interested in
quantitative r:erformance information. Technic'al summaries of
developnents also will be cominu'nicated to p3rtici!xiting countries
through the ECDS newsletter or some other medium.

The first interim evaluation will examine the functioning of
the ECDS and the progress being made in each 'country ,as compared, to
what was set forth in the original work plan. This evaluation will
review, for example, (1) the problems encountered in the initial
tehdering-contract-procurement cycle, (2) the volume of plrchases
made through the ECDS, (3 ) the adequacy of ECDS revenue to cov.er
expenditures, (4) the roles and interrelationshifG of the
partici pat ing organizations and countries, (5) the degree of
warehouse renovations, (6) progress in national formulary
developnent, (7) the extent to which systems have been corilplterized,
and (8) the numbers and tYfes of staff trained. In addition, key
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indicators will be looked at to assess progress toward the
achievement of project objectives.

A second interim evaluation will serve to assess the continuing
validity of the project rationale and strategy, will identify
problems and constraints, and will make recommendations for changes
in strategy as necessary to facilitate achievement of Project
objecti ves wi thin the remaining Project timeframe. This evaluation
will focus primarily on several key indicators of Project success.
Data will be collected in each of the seven countries and compared
to the baseline data collected initially to assess whether project
objectives have been attained. These data will include measures of
(1) the frequency of stockouts, (2) the operation of country level
supply systems within specified norms, (3) unit costs p:iid for
pharmaceuticals and medical supplies, (4) rates of
expiry/deterioration/obsolescence of stock, (5) demonstrated
"cost-consciousness" among prescribers and p:itients, and (6) the
institution of cost recovery schemes.

A final evaluation will assess Project success given five years
of implementation, refinement and adjustment. It also will examine
the extent to which activities occurring under the project have been
documented and carried out in a manner consistent with expectations
and in such a way as to permit replicability, and the extent of
institutional cap:ibility within the ECDS to continue the activities
begun under the Project.

It is fully antici p:ited that progress re ports and evaluations
from this Project will be· of interest to a wider audience. The
experiences from this Project could provide the basis for case
studies to be used by local training institutions (e.g. CARICAD) and
for conference presentations.



(

---------- ------- - - ..- - --
----1mCLASS1lIID.- -_.-

ACTION AID-7 INfO AM! DeM PI CERON 10

G,.,VZCZCliNOl58
RR RUEE\'JN
DE RUEHC ~6344/01 3571023
ZNR UUUUU ZZE
R 22ee31Z DEC 84
FM SICSTATE VASEDC
TO AMEHBASSY BRIDGITO~N 7784
E'I
UNCLAS STATE 376344
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EcOc 12356: H/A
TAGS:
SUBJECT:,ANCR CAELE FOR RDO/C PEAR~ACEUTICALS

MANAGEMENT PROJECT (538-e134)

1. A DAEC REVIEW OF THE REFERENCED PROJECT WAS HILD U~

~EDNESDAY DECEMBER 5.

2. S~AFF WOR~LOAD. IT ~AS NOTED IN BOTH THE PIPELINE
AND CDSS REV!EbS THAT RDO/C'S STAFF IS THINLY SPRiAt
AMCNG A NUMBER OF PROJECTS EEING IMPLIMf,N~ED IN VARIOUS
ISLANDS. THIS PROJECT, DESPITE ITS RiLA~lViLY SMALL
SIZE, ~ILL REQUIRE A GREAT DiAL OF TIME ON TEl PART or
THE PROJECT DEVELOPMENT STAfF AND FEA1TB PERSONNiL, IN
ECTB NEGOTIATIONS AND IMPLEMEN1ATION. AID/~ QUrS1IONS
~HETBER THE MISSION ~ILL NOT BE OVER BURDENED BY EEAVY
DEMANDS DURIhG THIS PROJECT'S PREPARATION AND INITIAL
IMFLEMENTATION. 11 MISSION DECIDES TO FROCEED TO pp,
DEVELOPMENT, IT MAY AUTHORIZE PROJICT IN TEl FIELD,
SUEJECT TO TOLLOoING GUIDANCE.

3. PROJECT MEC~ANISM. TBE ~ECEANISM EY WHICR TEIS
PRCJECT IS TO EE CARRIED OUT WAS NOT MADE CLEAR IN THE
PID.IT tiAS DETiRMINID AT TEE DAle THAT fHE GRANT
AGREEMFNT SEOOLD !E SIGNED lITE TEE ORGANIZATION Of
EASTERN CARIBBIAN STATES (Oles). TEE--OECS AND
PARTICIPATING GOViRNMENtS ,CULD EXECUTE SIDE LETTERS 01
AGREEMIHT. (ECCB'S PARTICIPATION 'OOLD LIAiWISi B~
SPELLED OUT IN A SlPARATE SInE LITTER AGRiiMENT ~IT~ TEE
orcs.) tiHEREEY THi FARTIIS' COMMITMENTS TO IMPORTANT
FRCJICT OBJECTIVES WOULD E! SPELLED OUT. fOR rXAMPLi A
GOVERNMENT'S COMMItMENT REGARDING INSTItUTING USER lEES
AND PARTICIPATING IN PHARMACEUTICALS POOLING ARRANGI~INT

~OULD !E SPELLID OUT IN SUCH A LiTTER.

4 USERS FIES •. ONI 01 THE MOST CRITICAl. DEVELOPMENT
ASPECTS OJ' THIS PROJECT IS 'lEi INST I!U'IING or USER riIS.
IT ~AS EIOUGB! OUT IN !BE DAle fBAT USERS IllS lOR
PHARMACEUTICALS Will COMMON ONDER fBI !iI'1'ISB AND NOMINAL
FIES ARE CURRINTLY BIING COLlIC!ID IT ONI OR two or .1'BI
ISLAND S'!!ISo fBI COLLECTION or !BiSI filS COULD
PURTEll OrFS!! fBI COST or PHARMACEUfICALS OR, If !BI
IECBIl!S MUS! !I TURNID OVII to !HI RICIPIIN! COUN'IY'S
TRIASURY, VOULD INCIIASI GOYiRNMIN! IIIINUIS VBICB SBOULD

Page .1:-of 3
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INCREASE OUR PROJECT'S SUPPORT BY TEE RESPECTIVE
MINISTRIES OF FINANC!. IN EITHER CASE OUR PROJECT'S
IMPACT tiOULD Ii CONSIDERAELY INCREASED AND AN IMPORTANT
POLICY iSTABLJSEiDo IN VIEW Of TBIS, THI MISSION SEOULD
NEGOTIATE A FIRM COMMI!MENT WITt lACE OF TEE GOVERNMENTS
TO iNSTITUTIONALIZE USER lEES DURING TEE FIRST YEAR or
1BIS PROJECT. WHILE AT THE START SUCH FIlS MIGHT NOT
COVER ALL COSTS o THEY SHOULD NEVERTF.ELESS !E SUBSTANTIVE.

5. EACK DEBTSo "!BE DAEe DISCUSSED TEE FACT TEAT ALL TEl
ISLANDS ARE, TO ONE DEGREE OR ANOTHER, IN DE~T TO
PHARMACEUTICAL COMPANIES FOR PRIOR DRUG PURCHASES. AS
INDICATED IN TBE PID THESE DEBTS WOULD EAVE TO !E CLEARED
IN ORDER FOR !BIS PROJ~CT TO EE A SUCCESS. IT IS
UNDlRSTOOD THAT THIS WOULD IMPOSE AN ADDITIONAL FINANCIAL
!URDEN ON TEE PARTICIPATING GOVERNMENTS AS TEEY mOULD
HAVE ~O PAY OFi OLD DEETS WHILE FINANCING N1W FURCEASES.
AS A CONDITION TO PROCEEDING ~ITP ~EIS PROJECT DELINQUENT

-GOVERNMENTS MUST MAKE FIRM IND BINDING COMMITMINTS TQ
CLEAR UP DIPTS IN A TIMELY FASFION.

€. DEBITING OJ GOVERNMENT ACCOUNTS EY TEE ICC]. THE PIn
OFFERS THREE OPTIONS FOR FINANCING TEEPURCEASE Of
PHARMACEUTICALS ~y THE PARTICIPATING GOVERNMENTS. TEL
FIRST OPTION, BY WHICE TEE ECCE SIMPLY DEEITS TEE
RESPECTIVE GOVERNMENTS ACCOUNTS FOR THl COST OJ TEl DRUG
PURCHASE, IS EY FAR THE MOST STRAIGHT FORWARD. ~VERY

EFFORT SHOULD 'BE MADE i'O CONVINCE THIGOVIRNMENTS or ITS
ADVANTAGES, IN 'tERMS OF MIhIMA1 PAPEiCn\}iORK ,". PROMPT
FAYMENT AND CONSE~UENTLY BETTER TERMS FROM FEARMACEUTICAL

CCPlPANIiS ~

7 0 AID FINANCED REVOLVING rUND. THE THIRD OPTION
OFFERED t OF RAVING AID FINANCE A REVOLVING FUND fO
fINANCE PHARMACEUTICAL PURCHASES, VAS REJECTED, AND
SPOULD NOT REPEAT NOT BE CONSIDERED FOR INCORPORATION
INTO THIS PROJiCT. OUR CREATING A FUND WOULD NOT
ADDRESS THE PROBLEMS OF INEFFICIENT PLANNING, EUDGITING
AND MANAGEMENT PROCEDURESo rURTEERMORE IT WOULD BE A
S'EP EACK~ARD AS VE WOULD !E FINANCING COSTS CURRENTLY
E'ING COVERED EY THE PARTICIPATING GOVERNMENTS. IT IS
FELT THAT AID'S GRANT FUNDING AND ASSISTANCE IN CREATING
AN ORGANIZATION WHICH WILL RESULT IN SAVINGS JOR THE
PARTICIPATING GOVERNMENTS IS SUFFICIENT. THE GOVERNM1NTS
SHOULD EE EXPECTE~ TO CONTINUE ARRANGING TEEIH OWN
FINANCING OF PHARMACEUTICAL PURCHASES.

80 START-UP COSTS OF PHARMACEUTICAL PROCUREMENT UNIT
(PPU)o THE PID INDICATES THAT THE PPU ~IL1 !E FORMED
SOME is MONTBS PRIOR TO THE PLACING OF TBE FIRST DRUG

UNCLASSIFIED STATE 376344 1/2
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ORDER" UHILE IT IS UNDERSTOOD TIlAY !IMl WILL :BE RIQUIRi,D
TO ORGANIZE 'BE PPU~ ITS PRIME FUNC~ION IS PROCURE~INr,
S~ART-UP OPERATIONS AND ORGANIZAYION WILL IE CARRIIDOU!
BY AID-FINANCED !A, NOT THE PPU ITSELF. IN VIEW or !EIS
IT ~AS FELT ~BAT AN l8-MONTH START-UP PI~IOD lOP. PPU
OPERATiONS SEEMED EICESSIV~. TEE ACTUAL 'IMF REQUIRID TO
CFEATE ~HE PPU AhD MAKE IT FUNCTIONAL SEOULD Et--RIVIEw"fn ­
DUlL~~PARA1ION irrB_ .Q.J{~-_EYE" !OWARD SUBS'IANTIALLY
SIlORTENItJG 'IRE 18 MONTH START-UP PERIOD (PiRPAPS ro SIX
NON~rB5) AND 'iil1IREBY DECREASING THEPPU "5 S'XART-UP COSTS.
THESE SAVINGS ~OULD REDOUND TO ~HE BENIFI! or TBE
PARTICIPATING GOVIRN~ENTS AS IT IS YHEl YHO BAVI '0 COVEB
TPAT UNr~'s COSTS (~EFORE ANY REVENUES FROM SAVINGS
EECOME AVAIlAELE.)

90 DOCUMENTATION OF SAVINGS. THE SAVINGS PROJECTED IN
TFE PIn ARE PREMISED ON A 25 PEPCE~T DECREASE IN TEE COST
OF PPARMACEUTICALS. DOCUMENTATION SUPPORTING 'lEIS FIGUR'f,
SHOULD PE INCLUDED IN THE PP AS SHOULD TEl SAVINGS LEVEL
-nrLOU ~EICE TEIS PROJECT WOULD EECOME UNICONOM[CA1~

10 0 PPU FUNDING .. j'HE MECEANISM :BY WElCE THl' PPU WILL <BE
FUNDED, AND ITS ACTUAL COSTS ~ERE NOT CLEARLY-~tfAtLLED­
ItJ '11E]~ PIn" THESE POINTS SHOULD EE COVERED IN TEE PP--:--'

110 GRay AHiNIMENT o tiPEN SELECTING CONSULTANTS lOR TA
AND fj1RAIfJING, SERIOUS CONSIDERATION SHOULD__J~E GIVEN TO
TH~ SELECTION OF SMALL aND DISADVANTAGED EUSINESSES, AS
DEFINEDINTHEGRAY AMENDMENT. '

020 EVALUA~ION PLAN. THE PP SHOULD BAil AN EVALUATION
PLAN. WHICH SPECIFIES THE NUMEER OF EVALUATIONS WHICH' WILL
~E PRRVORMED, I.Eo ANNUAL, MID-POINT, lOP, THE ISSUES TO
EE EXPLORED IN EACH EVALUATION, DISCUSSlS TBE DATA NEEDS
OF THE PROJECT AND SPECIFIES HOW ~EiSi DATA WILL PI
COLLECTEDo

130 MINIMUM NUMBER or PARTICIPANtS. IT IS UNDERSTOOD
~HAT AT LEAST FOOD COUNTRIES HUS! PARTICIPATI IN TEIS
PROJgC? IN ORDER lOR IY fO BE ECONOMICALLY FEASIBLE. TBi
PROJEC'l SHOULD PROCEED ON THAT :BAS IS. AS !HIS PROJECT IS
A COOPERA~IVE EfFORT ON BEBA~r OF fBI PARTICIFATING
COUNTRIES '0 !RING DOWN TEEIR FhARMACEUTICAL COS~S :BY
JOINT PURCHASING. PROJECT PABTICIP!!ION EY ANY COUNTRY
MUST INCLUDE PHARMACEUTICAL POOLING AS WELL AS TA. tEAT
ISo NO COUNTRt:tiILL !E PERMITTED TO PART ICIPATi FOR
Pl1HPOSES or 'fA OtJLY.· SHULtz --
DT
OO~4'.1
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AGENCY FOR INTERNATIONAL 'DEVELOPMENT
WASHINGTON. 0 C, 2'0523

ENVIRONMENTAL THRESHOLD DECISION

Project Location

Project ,Title and Number

Funding

Life of Project

lEE Prepared EY.

Recommended Threshold Decision

Bureau Threshold Decision

COr.\ments

Copy to

Copy to

Copy to

Copy to

Caribbean Regional

PharmaceuticaTsMana9'ement
:538-0134

$3,.500, 000 (G')

5 years

LouiseWise
RDO/C

'. Nega t i ve Deterrniri'atidn

Co'neu r wi thRecornmeridation

None

Terrence Brown., Acting Dir'ec·tor
RDO/C

Lou i se vJi se I RDO/C

Wendy Stickel, LAC/DR

lEE File

..J~~.~ Date
I

JAN ,3 I 1935

James S. Hester
Chief Environmental 'Offici'er
Bureau ,for Latin America

and the Caribbean
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B. Recommend~d ~vironment!l Threshold Deeision

A negative enviro~ental'Qeterminationhas been recommended in
the !r.itialEnvironmental Exa:ination which is included in Annex B.

~he proposed project seeks to improve the management ana
sc~plv of 'Oharmaceu'tical purc.~ases. Activities in support of this objective '.
~hlch·are considerec to have potential environmental icpact, incluae the
rehabilitation of warehouses and ~inor variations in transportation patterns.
The wa:ehouse rehabilitation is buc;eted at 550,000 for seven facilities and
consists primarily of adding shelving, refrigeration, or i~?:ovin9 the
physical s~ructure which currently exists. ~~rketins and ~ans?ortatic~ tt~y

c~an9~ sliSh~ly as a :es~lt 0: es~a~lis~in9 regular bulk s~i?~!nts of
p~a:~a=e~~icals ra~~er ~~an ce?en~ins C~ the c~:=ent =:a;~e~ted s~??ly syste~.



?rojec: Lo:a:ion:

Project Ti·tle: ite.9 ional. Ph_rmaceuticals
~~n'a9~ment (S38~Ol'3(l'h'

• , '.' '.. ,"" ¥, " ~- ,-;' -, ,.'• -.' ~ .' '-~::

Life ~f P:oject: Five Years

.'

------ ~...... ,: .
LOuise ;... 't-;ise

. Heal t.~ and ?qpu1a tiQ~

~~-c:.'..... -_.

~e;a tive Det~=~.ina:.i9n

cf';'~;~~;::;i;;c;t.in
tjSAID~ Regional O~Yelo?~,ent C:fice!

Cari=bean

Nover.~e: 19, 198'

.....,,; c:= ... -... .. -..··c...: ..,; .....:':' .. ':-" .._.

BEST AVAILABLE COpy
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CE:K LIST FOR !:NVI:RO~"TAL I~A:T m!:h"'!!rIC~:'ION AND tvALOA-:IO};

I~act Identification and Evaluation

The :cllowin9 symbols are usee:

N
L

,M
B
U

No Environmental Im~act- .
Little-Environmental Impact
Mocerate ~~vironmental Impact
liiih Environmental Impact
~~~nown Environmental I~?act

1. D~es ~~e project c~ange L~e c~a:acte: of the la~= ~hrou;h:

...-.
c.

!:osion _
.. ,. ...~ ~ .': _ c..-.. ~

Cha~;e i~ a~i~al O~ ?la~: ha:i:ats _

\.
.',.
.'
\.

-'
~=~~~ica~icn of la~d cse -----------------:nc:easing conce~::a~ion/?~?~la~ion __

2. ?o:e~~ial.na~ural ~isas:ers

3. ~~?lanned roadside activity (e.g. over;ra:i~;) N

~. C:hs: fa:~ors

1. !:~es :he project cnanc;.e the quality 0: ,-,a:e: th:o~;~:

! .• ~:air.age pattern ".'
.......

: .

~~~ifica:ion c~ f:oc~ ?!~:e:~s

~a:e: ta~:e c~an;e

5ali~i:y ~o~i~~ca:io~
?:::--.;:ion c: a:j-a;ent \:a~e:s _

:~cuee s~=i~e~:a~ic~ cf adja:e~: ~a:e:s

E::l=;ical ba:a~=e

".-'
"..'
\"
.',,­.,
"..\

,..'
;.... "..'

BESTAVAILABLE COpy



1. Does tne p:oject induce' atmospheric changes through:
PageS of 6·

a.

; b.

c.

r!.
e.

?ollu:ion (dut in; eons truction, e .9. c1ust)

?olll.::ion (vehicle generatea, e.g. ciust, exhaust)

Air p~llu:ion (cargo generatea.e.g. chemical, Asbes~os"

phosp:'a tes, e te. )Noise pollution ~--

Other' factors ----------------------------------

N·

N

N

~,

N

1. Does the p:ojeet change ~e natural resource balance. through:

a.

b.

...... .

c::::::~:.

?lann;d a:1c unplannec ex?loitation _

~;il::a:io~ of li~i:~d resources for eo~~tru;tion

C::.e: :=.::0: S

the --0';::--:-.• .,1--'" a:fec: t.'e cu~ture through:

a.
:.
c.
c.

e.

C~anses in ~ra~i~io~al cult~ral values
Al:er ?~:sical si~~~ls

Al~e= t:a:itional modes of t:anspo:ta:ion ,~

~lte: traditional living patterns thro~;h increasec
~~~i~ity cbanges in family structure
O:ne: factors

1,

s""' ... •..·-:- .......,,·....v T ,..
-. 'lW _ "'~ __ \J.'W••• '"

a. C~a~;;s ~~ o~ne:sh~~!:a~d val~es/~~~~:e

:~a~;es ~~ ~a:ket ;~::e:ns (lo:al, na:~=a:, :~;i=~al)

a~~=~::.~~!, ~a:er s~~~~i!s, heal:h, e::.)
:~.a:-.;!s ... :.:a:-.spo::a:i:;. ?a::e:n (c:s~,

::-.a~;:s :.:-: e=o::=~~:· =~.:::::.::-r!:-:: ?!:.:e: :'.5
':~~:: :a:::="5

BESTAVAILABLE COpy

.
.-

'".~

.-



1. OOes the project affect health st.nc!uds through:
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. a.

b.
c •.,.
0'.

e.

'l'he creation of stagnant water' which may result in
increased ~iseas~ vectors ---------------Increased carrier mobility (human ana/or animal)
Dietary changes (introQuetion of new food produe~s)

Increasec traffic accidents (human and animal)
Oeher factors .--------------------

,.. ~es ~,e p:oje:t have:

a. I~~e:~a~i=~al impacts . ,.
.'

~\
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5C(1) - PROJECT CHECKLIST

Listed below are statutory criteria applicable to projects. This-section is
divided into two parts. Part A. includes criteria applioable to alL,
projects. Part B. applies to projects. funded from specific sour:'ces.only: B.l.
applies to all projects funded with Development Assistance loans, andB.3~

applies to projects funded from ESF~

CROSS REFERENCES: IS COUNTRY CHECKLIST UP-TO-DATE?
HAS STANDARD ITEM CHECKLIST BEEN REVIEWED FOR THIS PROJECT?

A. GENERAL CRITERIA FOR PROJECT

1. FY'1985 Continuing Resolution
Sec. 525; FAA Sec. 634A; Sec~

653(b)653(b).

2.

3.

(a) Describe how authorizing
and appropriations committees
of Senate and House have been
or will be notified
concerning the project;

(b) is assistance within
(Operational Year Budget)
country or international
organization allocation
reported to Congress (or not
more than $1 million over
that amount)?

FAA Sec. 611(a)(1). Prior to
obligation in excess of
$100,000, will there be (a)
engineering, financial or
other plans necessary to
carry out the assistance and
(b) a reasonably firm
estimate of the cost to the
U.S. of the assistance?

FAA Sec. 611(a) (2). If
further legislative action is
required within recipient
country, what is basis for
reasonable expectation that
such action will be completed
in time to permit orderly
accomplishment of purpose of
the assistance?

Congressional Notification was
sent forward and expired on
June 3, 1985.

Yes

Yes.

No action reqUired



4. FAA Sec. 611(b); FY 1985
Continuing Resolution Sec
501 If for water or
water-related land resource
construction, has project met
the standards and criteria as
set forth in the Principles
and Standards for Planning
Water and Related Land
Resources, dated October 25,
1973, or the Water Resources
Planning Act (42 U.S.C. 1962,
et seq.)? (See AID Handbook
3 for new guidelines.)
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Not applicable

5. FAA Sec. 611(e). If project
is capital assistance (e.g.,
construction), and all U.S.
assistance for it will exceed
$1 million, has Mission
Director certified and
Regional Assistant
Administrator taken into
consideration the country's
capability effectively to
maintain and utilize the
project?

6. FAA Sec. 209. Is project
susceptible to execution as
part of regional or
multilateral project? If so,
why- is project not so
executed? Information and
conclusion whether assistance
will encourage regional
development programs.

7. -FAA Sec. 601(a). Information
and conclusions whether
project will encourage
efforts of the country to:
(a) increase the flow of
international trade; (b)
foster private initiative and
competition; and (c)
encourage development and use
of cooperatives, and credit

Not applicable

This is a regional project.

~) possibly greater volumes of
pharmaceuticals will be
purchased as a result of project;

b) will increase utilization of
competitive bidding;

c) not applicable;



unions, and savings and loan
associations; (d) discourage
monopolistic practices; (e)
improve technical efficiency
of industry, agriculture and
commerce; and (f) strengthen
free labor unions.

8. FAA Sec. 60l(b). Information
and conclusions on how
project will encourage U.S.
private trade and investment
abroad and encourage private
U.S. participation in foreign
assistance programs
(including use of private
trade channels and the
services of U.S. private
enterprise).

9. FAA Sec. 612(b), 636(h); FY
1985 Continuing Resolution
Sec 507. Describe steps
taken to assure that, to the
maximum extent possible, the
country is contributing local
currencies to meet the cost
of contractual and other
services, and foreign
currencies owned by the U.S.
are utilized in lieu of
dollars.

10. FAA Sec. 612(d). Does the
U.S. own excess foreign
currency of the country and,
if so, what arrangements have
been made for its release?

11. FAA Sec. 601(e). Will the
project utilize competitive
selection procedures for the
awarding of contracts, except
where applicable procurement
rules allow otherwise?

ANNEX C. 1
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d) decrease reliance on suppliers
willing to extend long-term
credit;

e) aims to increase effic.iency of
procurement and information
systems; and

f) not applicable.

The project will utilize U.S.
source technical assistance.
Additionally, improved tendering
practices will provide increas~d

opportunities for U.S. suppliers
and manufacturers of pharmaceuticaJ.s.

Not applicable.

No.

Yes.



12. FAA 1985 Continuing
Resolution Sec. 522. If
assistance is for the
production of any commodity
for export, is the commodity
likely to be in surplus on
world markets at the time the
resulting productive capacity
becomes operative, and is
such assistance likely to
cause substantial injury to
U.S. producers of the same,
similar or competing
commodity?

13. FAA 118(c) and (d). Does the
project comply with the
environmental procedures set
forth in AID Regulation 16.
Does the project or program
taken into consideration the
problem of the destruction of
tropical forests?

14. FAA 121(d). If a Sahel
project, has a determination
been made that the host
government has an adequate
system for accounting for and
controlling receipt and
expenditure of project funds
(dollars or local currency
generated therefrom)?

15. FY 1985 ~ontinuing Resolution
Sec. 536. Is disbursement of
the assistance conditioned
solely on the basis of the
policies of any multilateral
institution?

Not applicable.

Not applicable.

Not applicable.

No. '
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B. FUNDING CRITERIA FOR PROJECT

1. Development Assistance
Project Criteria
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a. FAA Sec. l02(b), Ill,
113, 28l(a). Extent to
which activity will (a)
effectively involve the
poor in development, by
extending access to
economy at local level,
increasing
labor-intensive
production and the use
of appropriate
technology, spreading
investment out from
cities to small towns
and rural areas, and
insuring wide
participation of the
poor in the benefits of
development on a
sustained basis, using
the appropriate U.S.
institutions; (b) help
develop cooperatives,
especially by technical
assistance, to assist
rural and urban poor to
help themselves toward
better life, and
otherwise encourage
democratic private and
local governmental
institutions; (c)
support the self-help
efforts of developing
countries; (d) promote
the participation of
women in the national
economies of developing
countries and the
improvement of women's
status, (e) utilize and
encourage regional
cooperation by
developing countries?

(c) Regional cooperation will be
strengthened throughcreatidn
ofa self-financing sub..:.regional
agency--The Eastern Caribbean
Drug Service.



c.

d.

e.

FAA Sec. 103, 103A, 104,
105, 106. Does the
project fit the criteria
for the type of funds
(functional account)
being used?

FAA Sec. 107. Is
emphasis on use of
appropriate technology
(relatively smaller,
cost-saving, labor-using
technologies that are
generally most
appropriate for the
small farm, small
businesses, and small
incomes of the poor)?

FAA Sec. 110(a). Will
the recipient country
provide at last 25% of
the costs of the
program, project, or
activity with respect to
which the assistance is
to be furnished (or is
the latter cost-sharing
requirement being waived
for a "relatively least
developed country)?

FAA Sec. 110(b). Will
grant capital assistance
be disbursed for project
for more than 3 years?
If so, has justification
satisfactory to Congress
been made, and efforts
for other financing, or
is the recipient country
"relatively least
developed"? (M.a.
1232.1 defined a capital
project as "the
construction, expansion,
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PAGE 6 of 9

Yes

Not applicable

This is a regional project

No



f.

g.

equipping or alteration
of a physical facility
or facilities. financed
by AID dollar assistanc~

of not less than
$100,000, including
related advisory,
managerial and trai:i1ing
services, and n6t
undertaken as 'part "ofa
project of a
predominantly tedhnical
assistance character;"

FAA Sec 122(b). Does
the activity'give
reasonable promi'seof
contributing to the
development of ·economic
resources, or to the
increase of productive
capacities and
self-sustaining ecori6mic
growth?

FAA Sec. 281(b)~

Describe extent to which
program recognizes the
particular needs~

desires, and capacities
of the people of the
country; utilizes the
country's intellectual
resources to encourage
institutional '
development; and
supports civil education
and training in skil~s

required ·for effective
participation in'
governmental processes
essential to
self-government.

.ANNEX C.l
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The 'Projectwil1 reduce unit ;COS,! ·6f
,pharmaceuticals both ·to ~he :ptiblic
sector and the ·consumer,. 'Thiswill
reduce foreign ,exchange requi~ements

fo.r drugsand'allow'a 'greater ,percentage
of personal dispos'able :income for
investment in other .aspectsofthe
economy.

This regional activities 'will support
expansion and development of an existing
West Indian institution and will utilize
,Caribbean resources ·extensively
in training 'activities.

J,



2. Development Assistance
Project Criteria (Loans Only)
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a.

b.

FAA Sec. l22(b).
Information an
conclusion on capacity
of the country to repay
the loan, at a
reasonable rate of
interest.

FAA Sec. 620(d). If
assistance is for any
productive enterprise
which will compete with
U.S. enterprises, is
there an agreement by
the recipient country to
prevent export to the
U.S. of more than 20% of
the enterprise's annual
production during the
life of the loan?

Not appld.cable.

Not applicable

3. Economic Support Fund Project
Criteria

a.

b.

c.

FAA Sec. 531(a). Will
this assistance promote
economic and political
stability? To the
extent possible, does it
reflect the policy
directions of FAA
Section 102?

FAA Sec. 531(c). Will
assistance under this
chapter be used for
military, or
paramilitary activities?

FAA Sec. 534. Will ESF
funds be used to finance
the construction of, or
the operation or

Not applicable.

Not applicable

Not applicable



d.

maintenance of, or the
supplying of fuel for, a
nuclear facility? If
so, has the Pres~dent

certified that such use
of funds is
indispensable to
nonproliferation
objectives?

FAA Sec. 609. If
commodities are to be
granted so that sale
proceeds will a6crue t6
the recipient country,
have Special Account
(counterpart)
arrangements been made?
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Not applicable
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5C)1) - COUNTRY CHECKLIST

Listed below are statutory criteria applicable generally to FAA funds, and
criteria applicable to individual fund sources: Development Assistance and
economic Support Fund.

A. GENERAL CRITERIA FOR COUNTRY
ELIGIBILITY

1. FAA Sec. 481; FY 1985
Continuing Resolution
Sec.528. Has it been
determined or certified to the
Congress by the President that
the government of the
recipient country has failed
to take adequate measures or
steps to prevent narcotic and
psychotropic drugs or other
controlled substances (as
listed in the schedules in
Section 202 of the
Comprehensive. Drug Abuse and
Prevention Control Act of
1971) which are cultivated,
produced or processed
illicitly, in whole or in
part, in such country or
transported through such
country, from being sold
illegally within the
jurisdiction of such country
to United States Government
personnel or their,dependents,
or from entering the United
States unlawfully?

2. FAA Sec. 620 (c). If
assistance is to a government,
is the government liable as
debtor or unconditional
guarantor on any debt to a
U.S. citizen for goods or
services furnished or ordered
where (a) such citizen has
exhausted available legal
remedies and (b) the debt is
denied or contested by such
government?

No

Not applicable



3.

4.

5.

6.

FAA Sec. 620(e) (1). If
assistance is to a
government, has it (including
government agencies or
subdivisions) taken any
action which has the effect
of nationalizing,
expropriating, or otherwise
seizing ownership .or c6ntrol
of property of U.S. citizens
or entities beneficially
owned by them without taking
steps to discharge it~

obligations toward such
citizens or entities?

FAA Sec. 620(a),620(f},
620(D); FY 1985 Continuing
Resolution Sec. 512 and"-5L3.
Is recipient country a
Communist country? Will
assistance be provided to
Angola, Cambodia, Cuba, Laos,
Syria, Vietnam, Libya, or
South Yemen? Will assistance
be provided to Afghanist~n 6r
Mozambique without a waiver?

FAA Sec. 620(j). Has the
country permitted, or failed
to take adequate measu~~s to
prevent, the damage or
destruction by mob action of
U.S. property?

FAA Sec 620(1). Has the
c6untry failed to enter into
agareement with OPIC?

ANNEX C.2
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N6t a.ppliCable

No

No

Not applicable

7. FAA Sec. 620(0); Fishermen's:
Protective Act of 1967,. as
amended, Sec. 5.

(a) Has the country seized,
or imposed any penalty or
sanction against, any U.S.
fishing activities in
international waters?

Not applicable



(b) If so, has any deduction
required by the Fishermen's
Protective Act been made?

8. FAA Sec. 620(9); FY 1985
Continuing Resolution Sec.
518.

(a) Has the government of
the recipient country been in
default for more than six
months on interest or
principal of any AID loan to
the country?

(b) Has the country been in
. default for more than one
year on interest or principal
on any U.S. loan under a
program for which the
appropriation bill (or
continuing resolution)
appropriates funds?

9. FAA Sec. 620(s). If
contemplated assistance is
development loan or from
Economic Support Fund, has

~ the Administrator taken into
account the amount of foreign
exchange or other resources
which the country has spent
on military equipment?
(Reference may be made to the
annual "Taking into
Consideration" memo: "Yes,
taken into account by the
Administrator at time of

-approval of Agency OYB."
This approval by the
Administrator of the
Operational Year Budget can
be the basis for an
affirmative answer during the
fiscal year unless
significant changes in
circumstances occur.)

10. FAA Sec. 620(t). Has the
country severed diplomatic
relations with the United
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Not applicable

Not applicable

Not applicable

Not applicable



States? If so, have .they
been resumed and have new
bilateral assistance
agreements been negoti,ated
and entered into Binces~ch

resumption?

11. FAA Sec. 620(u). What is the
payment ~tatus of the
country's U.N. obligations?
If the country is in arrears,
were such arrearages ,tak~n

into account by the AID
Administrator in det~rmining

the current AID Operational
Year Budget? (Reference ,m§lY
be made to the Taking :into
Consideration memo.)"

12. FAA Sec. 620A; FY 1985
Continuing Resolution Sec.
521. Has the country ai_d~d

or abetted, by granting
sanctuary from prosecution
to, any individual group
which has committed an. act of
international terrorism? ~§ls

the country aided or abetted,
by granting sanctuary from
prosecution to, any
individual or group which has
committed a war crime?

13. FAA Sec. 666. Does the
country object, on the basis
of race, religion, nation~l

origin or sex, to the
presence of any officer or
employee of the U.S. who is
present in such country to
carry out economic
development programs ~nder

the FAA.

No

~O;t ~ppl:Lcable

Not appliC:,ab).e

No

'ANNEXC.2
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14. FAA Sec. 669, 670. Has the
country, after August 3,
1977, delivered or received
nuclear enrichment or
reprocessing equipment,
materials, or technology,
without specified
arrangements or safeguards?
Has it transferred a nuclear
explosive device to a
non-nuclear weapon state, or
if such a state, either
received or detonated a
nuclear explosive device?
(FAA Sec. 620E permits a
special waiver of Sec. 669
for Pakistan.)

15. ISDCA of 1981 Sec. 720. Was
the country ,represented at
the Meeting of Ministers of
Foreign Affairs and Heads of
Delegations of the
Non-Aligned Countries to the
36th General Assembly of the
U.N. of September 25 and 28,
1981, and failed to
disassociate itself from the
communique issued? If so,
has the President taken it
into account? (Reference may
be made to the Taking into
Consideration memo.)

16. FY 1985 Continuing
Resolution. If assistance is
from the population
functional account, does the

'country (or organization)
include as part of its
population planning programs
involuntary abortion?
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No

Not applicable

Not applicable



17. FY 1985 Continuing Resolution
Sec. 530. Has the r~ci~i~rit

country been determined by
the President to have engag~d

in a consistent pattern9f
opposition to the foreign
policy of the United States?

B. FUNDING SOURCE CRITERIA FOR
COUNTRY ELIGIBILITY

1. Development Assistance
Country Criteria

No
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FAA Sec. 116. Has the
Department of State
determined that this
government has engaged in a
consistent pattern of gross
violations of international~y

recognized human rights? <~f

so, can it be demonstrated
that contemplated ass~stance

will directly benefit the
needy?

2. Economic Support Fund Country
Criteria

FAA Sec. 502B. Has it been
determined that the coun~ry

has engaged in a consistent
pattern of gross violations
of internationally recognized
human rights? If so, has tge
country maC;ie such significant
improvements in its huroan
rights record that furni~h~n.g

such assistance is in tqe
national interest?
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5C(3) - STANDARD ITEM CHECKLIST

Listed below are statutory items which normally will be covered routinely in
those provisions of an assistance agreement dealing with its implementation,
or covered in the Agreement by imposing limits on certain uses of funds.

These items are arranged under the general headings of (A) Procurement, (B)
Construction, and (C) Other Restrictions.

A. Procurement

1. FAA Sec. 602. Are there
arrangements to permit u.S.
small business to participate
equitably in the furnishing
commodities and services
financed?

2. FAA Sec. 604(a). Will all
procurement be from the U.S.
except as otherwise
determined by the President
or under delegation from him?

3. FAA Sec. 604(d). If the
cooperating country
discriminates against marine
insurance companies
authorized to do business in
the U.S., will commodities be
insured in the United States
against marine risk with such
a company?

4. FAA Sec. 604(e); ISDCA of
1980 Sec. 705(a). If
offshore procurement of

-agricultural commodity or
product is to be financed, is
there provision against such
procurement when the domestic
price of such commodity is
less than parity? (Exception
where commodity financed
could not reasonably be
procured in U.S.)

Yes

Yes

Not applicable

Not applicable



5. FAA Sec. 604(g). Will
construction or engineering
services be procured from
firms of countries which are
direct aid recipients and'
which are otherwise eligible
under Code 941, but which
have attained a competitive
capability in international'
markets in one of these
areas? Do these countries
permit United States firms to
compete for construction or
engineering servi'ces~financed

from assistance programs of
these countries?

6. FAA Sec. 603. Is the
shipping excluded from
compliance with requirement
in section 901(b) of the
Merchant Marine Act of 1936,
as amended, that at least 50
per centum of the gross
tonnage of commodities
(computed separately for dry
bulk carriers, dry cargo
liners, and tankers) financed
shall be transportd on
privately owned U.S. flag
commercial vessels to the
extent such vessels are
available at fair and
reasonable rates?

6. FAA Sec. 621. If technical
assistance is financed, will
such assistance be furnished
-by private enterprise on a
contract basis to the fullest
extent practicable? If the

, facilities of other Federal
agencies will be utilized,
are they particularly

No; -Yes

No

Yes
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suitable, not competitive with
private enterprise, and made
available without undue
interference with domestic
programs?

International Air Transportation
Fair Competitive Practices Act,
1974. If air transportation of
persons or property is financed on
grant basis, will U.S. carriers be
used to the extent such service is
available?

FY1985 Continuing Resolution Sec.
504. If the U.S. Government is a
party to a contract for
procurement, does the contract
contain a provision authorizing
termination of such contract for
the convenience of the United
States?

B. Construction

ANNEX C.3
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Not to be utilized

Yes

Not applicable·

1.

2.

3.

FAA Sec. 601(d). If capital
(e.g., construction) project,
will U.S. engineering and
professional services be
used?

FAA Sec. 611(c). If
contracts for construction
are to be financed, will they
be let on a competitive basis
to maximum extent
practicable?

.FAA Sec. 620(k). If for
construction of productive
enterprise, will aggregate
value of assistance to be
furnished by the U.S. not
exceed $100 million (except
for productive enterprises in
Egypt that were described in
the CP)?

Not applicable

Yes

Not applicable



C. Other Restrictions
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1.

2.

3.

4.

FAA Sec. 122(b). If
development loan, is intrest
rate at least 2% per annum
during grace period and at
least 3% per annum
thereafter?

FAA Sec. 301(d). If fund is
established solely by U.S.
contributions and
administered by an
international organi~ation,

does Comptroller General have
audit rights?

FAA Sec. 620(h). Do
arrangements exist to insure
that United States foreign
aid is not used in a manner
which, contrary to the best
interests of the United
States, promotes or assists
the foreign aid projects or
activities of the
Communist-bloc countries?

Will arrangements preclude
uses of financing:

a. FAA Sec. l04(f); FY 1985
Continuing Resolution
Sec. 527. (1) To pay
for performance of
abortions as a method of
family planning or to
motivate or coerce
persons to practice
abortions; (2) to pay
for performance of
involuntary
sterilization as method
of family planning, or
to coerce or provide
financial incentive to

Not applicable

Not applicable

Yes

Yes



b.

c.

d.

e.

any person to undergo
sterilization; (3) to
pay for any biomedical
research which relates,
in whole or part, to
methods or the
performance of abortions
or involuntary
sterilizations as a
means of family
planning; (4) to lobby
for abortion?

FAA Sec. 620(g). To
compensate owners for
expropriated
nationalized property?

FAA Sec. 660. To
provide training or
advice or provide any
financial support for
police, prisons or other
law enforcement forces,
except for narcotics
programs?

FAA Sec. 662. For CIA
activ~ties?

FAA Sec. 636(i). For
purchase, sale,
long-term lease,
exchange or guaranty of
the sale of motor
vehicles manufactured
outside U.S., unless a
waiver is obtained?

FY 1985 Continuing
Resolution, Sec. 503.
To pay pensions,
annuities, retirement
pay, or adjusted service
compensation for
military personnel?

Yes

Yes

Yes

Yes

Yes
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g.

h.

i.

j.

k.

FY 1985 Continuing
Resolution, Sec. 505.
To pay U.N. assessments,
arrearages or dues?

FY 1985 Continuing
Resolution, Sec. 506.
To carry out provisions
of FAA section 209(d)
(Transfer of FAA funds
to multilateral
organizations for
lending)?

FY 1985 Continuing
Resolution, Sec. 510.
To finance the export of
nuclear equipment, fuel,
or technology or to
train foreign nationals
in nuclear fields?

FY 1985 Continuing
Resolution, Sec. 511.
Will assistance be
provided for the purpo~e

of aiding the efforts of
the government of such
country to repress the
legitimate rights of th~

population of such
country contrary to the
Universal Declaration of
Human Rights?

FY 1985 Continuing
Resolution, Sec. 516.
To be used for publicity
or propaganda purposes
within U.S. not
authorized by Congress?

Yes

Yes

Yes

No

No

ANNEX C~3
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TABLE Dl

Ems Operating Cbsts

Items

1. Salaries (7 staff on OEC) salary scales)

2. Fringe Benefits (20% of salaries for pension, health
insurance, etc.)

3. Rent for Office Space ($500/rno)

4. Office Operations

Electricity
Water
Telephone (including international calls to suppliers)
'Ielex (including international messages to suppliers)
Library (texts and periodicals)
Vehicle (maintenance and fuel)
Postage (tender doctnnents to international suppliers)
Supplies and materials (paper, stationery, Pens,

·audio-visual, etc.)
Miscellaneous (messenger, taxi, cleaning, etc.)

5. Computer-related Operations

Retainer for maintenance engineer and/or systems analyst
4 trips @ 165 for engineer and/or analyst (airfares)
Per diem (2 days x 4 trips x $IOO/day)

Supplies for Ems micro
Supplies and maintenance for 9 small micros

(7 country, 1 OCCB, + 1 extra)

6. Printing

Formularies (for country use)
Inventory forms, bin cards, ledgers, etc.

(for country use)
'rende r documents
Supply-source publications
kcounting forms, ledgers
Newsletter
Purchase Ck"der Books (for country use)

7. Supervisory + Support Travel for 3 senior ECDS staff

1 multi-island airfare/rno @ $250 for each staff member
per diem (5 days/tr ip x 36 tr ips/yr x $lOO/day)

$ 70,000

14,000

6,000

4,000
1,500

12,000
3,600

500
4,000
2,000

15,000
6,000

3,000
660
800

3,000

9,000

6,000

6,000
5,000
1,000
1,000
1,000
2,000

9,000
18,000

8. Quality Assurance 'resting 10,000
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Items

9. Cqmmittee meeting expense (3 committees - Fbrmulary,
Tenders + Technical; 1 meeting- each/yr)

Airfares: 11 persons x 3 committees @$165/trip
Per diems: 11 per.sons x 3 committees x 3 days x $lOO/day
Honoraria: 2 persons x 3 committees x 3 days x $lOO/day

10. Board of Directors Meeting Expense (1 meeting/yr)

Airfares: 11 persons @$165/trip
Per diems: 11 persons x 2 days x $100/day
Honoraria: 2 persons. x 2 days x $100/day

11. BeDS support for in-country professional workshops
(l/yr per country to up:1rade supply rrgmt) •

Airfares: 2 staff/trainers x 7 countries x $165/trip
Per diem: 2 staff/trainers x 7 countries x 6 days' x

$100/day
Honorar ia: 7 countries x 2 days- @ $100/day-

12. En:\S support for in-country· public seminars (l/yr; per- country
to promote public understanding),

Airfares: 1 st~ff/trainer x 7 countries x $165/trip
Per diem: 1 staff/trainer x 7 countries x- 6 days' x­

$100/day
Honoraria: 7 countries x 2 days @$100/day

'IOTALEX:DSOpera~~.'~ng COsts

5,445
9,900
1,800

1,815
2,200

400

2,310

8,400
1:,400

1,155

4,20'0
1,400'

$254~485'
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TABLE D2

ECDS Recurren t Cbsts

Item

,I. 'Ibtal ECDS Operating Costs

2. Amortization EXpense

$254,435

ECDS micro @ 20%/yr of original cost (system and
software)

9 small micros @ 20%/yr of original cost (system
and software)

ECDS vehicle @ 20%/yr of original cost ($12,000)
ECDS office renovation and furnishings @ 10%/yr of

original cost ($55,000)

'IOTAL ECDS Recurren t (J:>sts,

4,000

18,000
2,400

5,500

$284,385

TABLE D3

ECDS Staff

ECDS POsition OECS Classification EC us

Associate Director Chief Officer of unit Salary 37,750 20,000
(Pdrnin. Pharmacist) !huse 10,200 51,790

Car 3,840

Ass t Director: Supply Senior Officer of {,hit salary 35,500
Services House 8,160 45,580

(Supplies Pharmacist) car 1,920 17,500

Accountant Inciustry Officer Salary 28,250
(CErtificate of !huse 3,960 33,290

Accounting) Car 1,080 12,560

SecretarY Secretary salary 15,500 5,850
(Stenographer)

Cl erk--'IYpist Clerk Typist Salary 10,000 3,800
(Fbrmsi Routine)

Clerical Officer Clerical Officer Salary 7,825 2,950
(Filing; Ibutines)

C.omputer Operator Computer Operator Salary 14,500 5,500
$178,485 $68,650

N:>te: Approxima.te equivalent positions and emoluments of current OECS staffing
(Budget 1985-86) are shown.



TABLE D4

Cbuntry. Cbrnputer ..Systems

Cbrnpaq Plus $ 3,500

256K Board 500

EPson FX 100 Printer 600

C..ables 100

Wordstar 350

lotus 123 350

d Base III 400

Sideways 50

UPS ( 'It>pa z) 1,000

fI.1odem 500

Spare Parts 500

Other Software 500

ANNEX D
Page 4 of 14

Supplies (Diskettes, paPer, +
Contingency Fl ip N Files, etc.) 1,650

$10,000

Cbmpaq Diskpro IV

Software

OECS06mputerSystems

9,000

2,500

2 Printers (letter +dot matrix)

Modem

UPS (rrbpa z)

Supplies (Diskettes, etc.)
Flip N Files

Ext 20 Mb Hard Disk w tape

.3,500

500

1,000

2,000

1,500
$20,000
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TABLE D5

CDM?ARISON FOR elF PRICES PAID FOR
SAME OOSAGE FORMS

BE'IWEEN JANTJf\RY 1980 AND SEPTEMBER 1981

DRUG/MANU- row \OLUME/ PRICE HIGH \OLUME/ PRICE roI'ENTIAL
FACTURERS COUNTRY COUNTRY COST SAVINGS

(UNI'IS) %

Pr!1Picillin
Beecham St. Vincent $75.73 Barbados $45.31 40

(6,000) (49,000)

Bendro-
fluazide
carlisle Dominica 28.00 Barbados 11.72 68
Iabs (50,000) (508,000)

Methvl Dopa
carlisle Montserrat 53.21 Barbados 30.80 42
Iabs (15,000) (472,000)

Vincristine
Sulohate St. Lucia 34.20 Tr inidad 10.92 68
El. ( Lilly (20) (1,000)

Benzyl
Penicillin Dominica .55 Barbados .21 62
fbechst (1600) (7,000)

'Ih is table illustrates the potential savings from bulk purchase.

Source: Paula Feeney
Ci ted in:
"Strenqthening and Improvement of the Pharmaceutical
Supply System in the caribbean Sub Region"

ca r ibbean Communi ty Secretariat
10 July 1984 .



TABLE D6

SUMMARY AID BUIX;ET

project Year 'IDTAL

1 2 3 4 5

1. Computer Sub-Cl>ntract 15,000 10,000 25,000

2. Mditional Printing Cl>sts for
Project Years 1 + 2 18,700 18,700 37,400

3. ECDS Office Start-up Cl>sts 153,000 236,000 153,000 64,000 5,000 611,000

4. Te chnical Assistance Contract 532,800 691,200 360,400 144,000 86,400 1,814,400

5. PSC Start-up 26,580 ' 26,580

6. Equipment and Renovation 348,100 111,200 90,700 24,500 574,500

7. 'Itaining 78,120 36,195 61,370 19,445 19 5,130

R. AID Financed Extra Conunittee
Meetings 25,975 15,845 5,715 47,535

'IDTAL 1,19 8 ,275 1,119,140 670,785 251,945 91,400 3,331,545

~.~
OQZ
ro tzj
~

0\ o
o
Hl

~
+:'



TABLE D7

arHER AID FINANCED COSTS

project Year 'IDrAL

1. Computer Services Sub-contract
(Primarily for initial fonmulary
+ tender document development prior
to the full deve10r=ment of in-house
computer capacity atEI:DS)

2. Additional Printing Costs for Project
Years 1 and 2
National-Fbrrnularies 7 @$3,000 each

Airfreight to 7 countries
Inventory forms, bin cards, country
purchase order forms, etc. 7 countries
$l,OOOjyr

Airfreight to 7 countries

1

15,000

10,500
700

7,000
500

2

10,000

10,500
700

7,000
500

3 4 5

25,000

21,000
1,400

14,000
1,000

3. EO>S Office Start-up Costs Yr 1 - 60%,
Yr 2 - 100%, Yr 3 - 70%, Yr 4 - 25%,
Yr 5 - 10% (of total operating costs
- $254,485) 152,691 254,485 178,140 63,621 25,449 674,386



TABLE D8

AID FINANCED TOCHNICAL ASSISTANCEmSTS

Project Year '!UrAL

36,000 24,'000 12;000 24,0 00 24,000 '1.20,000

24,000 '24,000 24,000 48'000 48,000 168,000

444,000 576,000 300,000 120;000 72jOOO 1,512;000

53,280 69,120 36,000 14,400 ·8,640 181'~440

35,520 46,080 24,000 9,600 5,760 120,960

532,800 691,200 360,000 144 ~OOO 86,400 1,814:,400

. 1. tDng-r.rerm :Fersonne1 ($12,000'firm)

- Project nirector/Ioqistics Mgmt
Specialist

- ECDS Interim Director for Procurerrent
and Drug Services

-IoqisticsManagernent klvisor# 1
- Logistics Management Advisor # 2

2. Ehort-1erm Personnel ($12,000;tnm)

- Assistancepr imar ilytotheECDS
regional center

-Assistance .primarily to ·the country
level

Sub-total IDng + Short :'furmTA Cbsts

3. Home Office BackstoppingforTA
(12% of aoovesub-total)

4 • IDeal Office Support ,for TA
·(8% 'Ofabove sub-total)

Btart-up pSC(3months)

- 'Sa1arY"$4;OOO,Ano
-1~ rdiem:'$100 /day
- 'Airfares 12trips'@$16Sjtrlp+

:1/@'$600
-Miscellaneous eXpenditures@
'$l~OOOAno

PSC'sub-'Ibta1. '

1

96,000

Q6,000
96,000
96,000

"12,000
'9.,000

2,580

3,000
" "'t.1 t

26,580

2

144,000

144,000
120,000
120,000

3

144,000

120,000

4

48,000

5

432,000

360,000
216,000
216,000

12;000
'9,boo

2,580

3,000
26,580

~'•. g;
·()QZ

ttl t%1
.~

00
t:'

'0
"!-tl

~
~
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TABLE 09

ESTIMZ\TE OF r-DNTHLY mST OF TA

Item

1. Salary

2. OJerhead + fee

3. Ibusing Allow

4. Moving EXpense (Family airfares,
surface + airfreight)
(8 moves x 10,5 OO,Anove .; 102 roms)

5. Per Diem 12 local travel daysfino. average

6. F.c1ucation Allow (total of 4 children for
2 1/2 year s each @ $11,000) (divide by
102 rom long-term TA)

7. Airfares (5 trips/mo local travel @ $165)

8. COLA (5% of salary)

'IOTAL

'Ib which must be added:

1. fbme Office (Recruiting + Backstopping
SUPT?Ort) 12% of above

2. IDeal Office (Pccounting, Secretarial, etc.
support) 8% of above

GRAND'IOTAL

Monthly EXpense

$ 3,500

3,500

1,000

824

1,200

1,080

825

175

$12,104 say $12,000

1,440

960

$14,400



TABLE 010

AI D FINANCED EQUI IMENT & RENOIATION

Project Year

1. Office R:IuiprrEnt

- 16 calculators @ $150 (2 for each country +
ECDS Office)

- 10 electric typewriters @ $1500(1 for each country +
ECDS office) ,

- l;hotocopy equipment and other equiipment for ECDS
office

2. ())mputer Systems

1

2,400

15,000

7,000

2 3 4

2,400

15,000

7,000

- 1 largemicrosystem for ECDSoffice
- 7 small micro systems for 7 countries
- 1 small micro s ystemf brECCB
- 1 small micro system to back up other small micro

systems

3. lUdio-visual training material and equipment

4. Library (texts and periodicals) ECDS + 7 countries @
$1200 each

5. Office FUrniture for ECDS office (desks, tables,
chairs, filing cabinets, air conditioners, 'etc.)

6. Office Rehabilitation of ECDS office

'7. . ECDS Vehicle' @ ,,$12000

8. Supply system vehicles, 4 wheel drive for 7 countries @
'$15000 each

20,'000 20,000
70,000 70,000
10,000 10,000

10,000 10,OJO

5,000 3,000 2,000 10,000

3,200 3,200 3,200 9,600

20,000 5,000 25,000

30,000 30,000

12;000 12,OaO

105,'000 105,000

'"0.>
Pl Z
OOZ
'(1) ",rrJ

X
I--'
00

0
I-t)

I--'



TABLE 010 (Cont'd)

project Year TOTAL

1 2 3 4

9. Supply system infrastructure support - average costs
for each 0 f 7 countries

- Warehouse Renovation $11,0 OO/c ountry 38,500 38,500 77,000
- Dispensary Rehabilitation 20/country x 7 countries x

$500 each (shelving) 35,000 35,000 70,000
- Bulk Cbmpounding uni t for each country at $7,500 each 26,500 26,000 52,500
- Re Packaging to support user-fee schemes, 7,000 for

each country 24,500 24,500 49,000

'IOTAL 348,100 111,200 90,700 24,500 574,500

~.~
Q'Q ~

(l) ~
~
~t::

o
Hl

~
.p.

- -- -----------.-----------. I



TABLE D 11

AID FINANCED TRAINING fiSTS

Project Year

1

A. Participant '!raining for ECDS senior Staff (to help
prepare them for regional training role)

1. <£neral Management '!raining 2 senior staff

2 3 4 5

'IOTAL

- airfares @ $600/tr ip
- per diem 28 days x $75/day
- tuition and supplies ($l,OOO;Wk)

2. Systems malysi s and Management Information
Systems (Micro computer Applications)

- airfares @ $600/trip
- per diems 21 days x $75/day
- tuition and supplies ($l,OOO;Wk)

3. ~arrnaceuticalsSupply Managernen t 'Itaining
for 2 seniors taff

- airfares @ $6 OO/tr ip
- per diems 14 days x $75/day
- tuition and supplies ($l,OOO;Wk)

B. Regional '!raining for senior country
supplies management personnel
(18 persons/course)

1. General Manageroent and Pharmaceuticals
SUpply ~agement. 3· weeks

- airfar:es 18 x $165
- per diems 18, x20 days. x $100/day
- honoraria 15 days x $100/day

600
2,100
4,000

600
1,050
2,000

2,970
36,000

1,500

600
1,575
3,000

600
1,050
2,000

600
2,100
4,000

600
1,575
3,000

.1,200
4,200
8,000

1,200
3,150
6',000
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TABLE D12

AID FINANCED EXTRA OOMMITrEE MEETINGS

Project Year 'IDI'AL

1. Fbrmulary Cbrrmittee Meetings (2 in year 1 and 1 each
in years2 and 3)

- per diems (11 persons x 3 days x $100/day
- airfares (11 persons x $165/trip)
- honoraria (2 persons x 3 days x $100/day)

2. 'lenders Cbmmittee (1 extra m=eting each in years 1 & 2)

- per diems (11 persons x 3 days x $100/day)
- airfares' (11 persons :K $l65/t~ip)' ,
- honoraria (2 persons x 3 'days x' $100/day)

,"'."\"' .. ',' -, :,' ;'j, - . ',':. ", -'"

3 • Board 0 f Dire.ctor s (2 extr?l ~t:ingsin ye~r 1 and
arid 1 in year' 2 " " "

- per diems (11 persons x 2 days x $100/day
- airfares (11 persons' x '$165/trip
- honoraria (2 persons ~ 2 'days x$100/day)

'IDrAL

/i-.

1

6,600
3,630
1,200

3,3()0
1,~15

'600

4,400
~,630

800

25,975

2

3,300
1,815

600

3,300
1,815

, 6qO

2,200
1',815
. 400

l5,84~

3

3,300
1,815

600

5.715

4

13,200
7,2(?0
2,400

6,600
3,63'0
1,200

6,600
5,445
~,2bq

4 7 ,53~



Telegraphic Address: OECAS ST. LUCIA
Telex: 6248 OECAS LC ,
Telephone: 2ZH7-8 & 2118~

aur Rd:
YOUT Ref:

OECS 25/8 (a)

July '31, 1985

Mr James S. Holtaway
Mission Di,rector
United states Agency

For International Develnpment
c/o Embassy of the United states
POBox 302
Bridgetown
BARBADOS

Page' I o'f 2'Central Secretariat. -
P.O. Box 179~

The. Morne,
Castries,

Saint Lucia. West Indies;

Dear ~r Holtaway

The purpose of this letter is: to request a, grant from,the
United States of America in the amount of $3.5- million to
assist the Governments of the Eastern Caribbean to· accomplish,
the Regional pharmaceuticals Management Project. The Organisa­
tion of Eastern Caribbean, States (OECS) represents th~

Governments of Antigua and B'srbuda" Dominica, Grenada,
Montserrat, Sf.Christopher and" Nevis, St.Lucia, St.Vinc'ent
and The Grenadines and the Bri,tish Virg in Islands,. The' OECS,
through a procurement uni,t" The Eastern Caribbean D'rug, Serv'ice,
will implement this project on, behalf of those of its member
Governments,who are p~rticipating in the Project.

_The purpose of the project fs to increase the efficiency of
health care systems in the region by improving in-country
logistics management and by reducing unit costs o,f pharma­
ceuticals through the use of a pooled drug supply management
system; establishament of a: regtonal pharmaceuticals procurement
system; and awareness pr.ogrammes for public and private
sector consumers and dispensers of pharmaceuticals. Th~

Governments of the Eastern- Caribbean will be providing', i'n-kin'd
contributions 0 f sta ff, facilities and recurren,t mainfenance"
costs.

The Organisation of Eastern Caribbean States as,sures'.. ·-tihe·
Llni.t~d States Government. of its. f~l.cooperation ~'n' carrying~;
out the Regional Pharmaceuticals 'M~nagement Project. - -.,..

•••• /2

BEST AVAILABLE COpy
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We look forward to a continued, combined effort by the Organisa­
tion of Eastern Caribbean states, the individual Governments
of the Organisation and the United States Government to
yield a productive and beneficial programme for the people
of this region.

YOU~s. cere.l Y.... _/.

A '·/rr I •Co; Q. I ,I k~", .
Vaugh~~f\. L ~w i-~ -
Director-General

VAL:md

: ~.



PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

Project Title & Number: Regional Pharmaceuticals Management Project 538-013 lJ

ANNEX F
Life of Project: 5 year~

From FY 85 to FY 90
Total U.S. Funding: 3.5 M
Date Prepared: May 20, 1985

NARRATIVE SUMMARY

Program Goa 1 :

1. To maintain and/or improve the
health status of 7 OECS countries.

Project Purpose:

1. For 7 Eastern Caribbean
states, established an integ­
rated, managerially viable,
self financing Drug service

Outputs

- ECDS Management reports
Outputs

1. Development and computerization
of efficient & effective drug
supply management systems
functioning at CHS in each country.

2. Baseline data collected & analyzed
, ., in each coun~ry,on,past year's pro­

curement, issue & inventory data.
3., Country-specific formularies
,:;: p~?dl:lced to guide drug selection

''''and use.

OBJECTIVELY VERIFIABLE INDICATORS

1. Infant mortality rates remain
stable or decline.

2. Life expectancy at hirth remains
stable or increases.

Conditions that will indicate purpose
has been achieved: End of project status.

- Frequency of stockouts declines an
average of 25% at the 7 CMSs

- 5 of 7 in-country :-: 'Dly systems
operating within specified norms.

- 7 countries paying unit costs for
pharmaceuticals that average 15% less.

- 7 countries reporting less pharma­
ceutical loss from spoilage and expiry.

- Several countries report less "excess"
consumption of pharmaceuticals
(indicated from special OR stUdy).

- seven countries implement fees for
certain categories of pharmaceuticals
dispensed in the public sector.

2. To decreasing the proportion of
health systems' financing dervied from
government revenues.

Magnitude of Outputs

Assumptions for achieving outputs:
- Magnitude of Outputs

Pooled procurement system com­
puterized; operations manual produced.
5 sets of tender documents &
accompanyinp; contracts issued.
7 baseline reports completed.
7 country-specific Central Medical
Stor.es operations manuals developed.
7 MOH warehouses upgraded.
7 MOB's prOVided comP1Jte.r hardw<;J.re.,
software, training.
7 country-specific formularies and/or

MEANS OF VERIFICATION

MOH reports

AnnWll N<lt.jrm.ql Estimate

- MOH reports
- Ministry of Finance reports
- Procurement reports
- Contractor reports
- Consultant reports
~ CMS operations manuals

& financial data.
- MOH reports.
- Ministry of Finance reports.
- Contractor reports
- Consultant reports
- Revised & published national

formularies or regional
formulary.

- Results of pre and post course
e,yal':l.~tio.n~.
Project implementation plan &
evaluations

IMPORTANT ASSUMPTIONS

Increased regional collaboration
possible

Morbidity/mortality patterns do
not change substantially

- MOHs I"ake policy decisions to
pool procurements.

- Acceptable mechanism established
To effect prompt payment.

- MOHs commit necessary human
resources to colloborate on
design & implementation of
improved supply management
systems & national formularies

- Use of rationally developed
formularies leads to improved
prescribing & dispensing
practices as well as better
patient compliance.

Assumptions for achieving Outputs:

- Governments arrange financing
mechanism through ECCB.

- MOHs ~illing to adopt/modify
pooled procurement procedures.

- Regional technical personnel will
be made available to implement
improved supply management .
systems & to produce' formular-ies.

- Health providers,
pharmacis~~, and sup~ly st:?ff

.willihg& able to partici~ate

in training courses.



5. Supply man~~ement staff,physicians,
nurses, pharmacists, other pro­
viders trained in drug supply
manage~ent, computers, formulary
use & prescribin~/dispensing

practices.
6. Institution of cost-recovery

mechanism in each country.
7. Mid-term & final evaluations

conducted.

Inputs:
Technical Assistance

1 Regional Formulary produced.
- 18 drug mana~ement personnel from

7 countries trained in stock management
4 ECOS staff trained in computers, -~

management and accounting.
- 70 prescribers and dispensers trained

in ~ood dispensing practices.
- Cost recovery schemes in place in 7 countries.
- 3 evaluation reports produced.

OECS Cmmt.des

- 102 mos lon~-term TA
- 24 mos short-term TA

- Participant trainin~ for ECDS
senior st~ff.

- Regional Tr~inin~ for senior
courltry slJpplies m"lnag'3ment
p~r·3·)f]n.~1.

- I~-~~untry workshops in
ph.qrm.qcelJ t ie'll s'mplies man."lge­
"lent, cost recovery schemes,
and .qccounting systems

Equipment and Renovation

Office equipment (16 calculators,
10 typewriters, photocopier)

- Computer system for ECDS, + 9
micro-computers

- Audio visual equipment
- Library: books and periodicals
- ECOS office furniture
- ECDS office rehabilitation
- ECOS + country vehic1~s

- Warehouses + dispensaries renovated
- Compounding + repackaging equipment

ECOS Start-up Costs

PSC Start-up
Computer sub-eontract
Recurrent costs
Additional printing, initial mtgs.
Contin~ency (@ 5%)

Tota 1 Inputs

1,468,800
345,600

31,050

109,480

5I.J,600

24,400

110,000
10,000

9,600
25,000
30,000

117,000
147,000
101,500

26,580
25,000

611,000
84,935

166,577
3,498,122

700,000

700,000

- MOH reports.
- Contr;l,~t-,or progress reports.
- C0n:1Q"-."-tnt. ...~!)")rt;;
- Fin<\np.i.::tl ,i.:\t.;l of p'irtici-

p~ting ~r~anL~::ttlons

- ResolJrces of all donors will
be timely ~ ~t the levels
~p~ciri"!d.
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Participating Cbuntry
~alth Profiles

Antigua and Barbuda

~vith a population of 77,000 Antigua and Barbuda is served by 33
physicians, 4 dentists, 110 nurses and 17 fharmacist s (of whom 7 serve in
the public sector and 10 in private). Its General Hospital has a 205 bed
capacity. 'There are four separat e hospitals and 15 arrbulatory care
health centers. Retail pharmacies dispense a considerable nurrber of
prescriptions to Medical Benefi t Scheme patient s who, because of
stock-out situations, cannot have their prescriptions filled by the
public dispensaries.'

A mimeographed list of 169 pharmaceuticals, published in 1982,
indicates to the prescriber the limit s of drug therapy items normally
stocked by r:entral Medical Stores (CMS). A formUlary cormnittee exists
bu tit is not active.

'Ihree persons inclUding a pharmacist, as director, staff the CMS.
'Ihe Fharmacist recently attended a 3-week drug supply management course
in the U.S. CMS procedures are paper-bound with repetitious rewriting of
requisitions and issues-ledgers, for example. Warehouse space appears
adequate but shelving and security equipment is needed to upgrade orderly
storage and facilitat e prope rmanagemen t and inventory control
proceoures. 'U1e lack of the li=ltter is illustrated by the presence of
S75,OOO worth of rifampicin capsules even though the incidence of
tuberculosis is very low. Its supply sources, c1lrrently about 50, are
shrinking due to Antigua's poor pay records. Drug debts are
approximately EC$900,OIJO and many are long-standing; the Government has
recently taken out a commercial loan to repay these debts.

Antigua has no income tax but collects a Medical Benefit Levy of
three percent employee and five percent employers. 'The fiscal year is
the calendar year. Estimated recurrent revenue, 1983, \'1as U8$38.5
million and budgeted expenditure $45.1 million. Drug expense of $)377,000
consumes 7 percent of the Ministry of Health $5.4 million budget and
represents a per capita cost of U8$4.90.

Dominica

Dominica's population of 80,000 is served by 29 physicians. 'Thirteen
of its 24 Fharmacists serve in government, 11 in retail. Its three
hospitals, the main general hospital being located in Roseau, offer a bed
capacity of 247. '!here are 9 district dispensaries from which drugs are
available and 44 health centers. '!he six pr ivate pharmacies indicate
that approximately three quarters of their prescriptions originate in the
public sector clinics. Most pharmacists have graduated under an
apprenticeship system although a few were educated within the region in
certificate/Diploma level programs.
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A Dominica Government formulary (1984) contains 413 drug products for
which prescribing and usage information is presented. It was compiled by
a Formulary Cbrranittee under the editorship of the Olief Pharmacist. 'Ihe
Formulary Committee continues to meet quarterly.

CMS is staffed by eight persons, 6 of them full-time: a SUpplies
Management Officer holding a Higher Diploma in Hospital and Health

. Services Administration, an expatriot Chief Pharmacist who oversees the
bulk compounding of a considerable number of standard recipes, a Senior
Dispenser holding a certificate in Pharmacy, a Senior Clerk, JUnior
Clerk, and Secretary. The warehouse and its storage spaces underwent
recent renovation and re-organization of its stock which includes
medical/surgical i terns. Many of its revised management and inventory
cont.rol procedures are now computerized. It s ability to promptly pay
accounts under a revolving fund involving the Ministries of Health and
Finance enable port clearances within two days of arrival, from one or
another of its 50 suppliers. It serves 17 consumer sites \vhose completed
requisitions are normally picked-up by the DMO or the dispenser.

'!he Dominica Government operates under a fiscal year of July through
June. It levies income tax. DJring fiscal 1983-84, recurrent revenue
was estimated at U5$26.3 million, recurrent expenditure $25.9 million, of
which Ministry of ~alth exp.:;nditures were $3.6 million (14 percent) .
Drug expense of $258,000 represented seven percent of the Ministry's
expenditures and $3.23 per capita.

Grenada

Grenada's population of 110,000 is served by 39 doctors and 340
nurses. Of 44 Fharnacist/dispensers, 21 are in government service. 'The
three governmental hospitals offer a bed capacity of 320 and there are 33
health centers and 37 public sector };harmacies throughout the island.
'!he 12 retail pharmacies indicate that approximately one-third of their
prescription volume is for orders originating in the public sector, often
due to public sector stock-outs, the time of day, anCVor patient
preference. In addition, public sector Fharmacies report that 25% of the
prescrIptions they fill originate in the private sector. Fees of 50i ­
$1 per prescription are charged.

Only a drug list exists, although a formulary has been drafted but
not yet approved by the Formulary Cbrranittee. Q1e hundred and eighty
(180) drug i terns are stocked in the cr1S which appears to have adequate
space but is in poor condition. Five persons staff CMS: 3 p,armacists
and 2 clerical officers. One of them has taken a Medical Storage
Management Cburse at CAST; 'There is currently a supplies management
consultant funded through Project HOPE. Several over-stock situations

. exis t du e to recen t donat ions, including, fo r example, 10,000 tablet s of
chloroquine although the nl2ed for malaria treatment is almost
non-existent on the island. R>rt clearance takes 6 weeks due to cash
flow problems and the non-arrival of necessary documentation. Delivery
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to 34 dispensaries is on a quarterly basis, although there are frequent
emergency deliveries; there is no vehicle under the control of CMS.
Hospital vans are used but quite often delivery must be by private cars.

Oppp::>rtunities for good inter-relationships and the exchange of
information is offered through regular meeting such as those of the DMOs .
who meet on the first Thursday of every month and the governmental
tilarmacist s who meet on the second 'Illesday. "

Grenada levies income t ax and it is estimated recurrent revenue
1983-84 was US$30.3 million, recurrent expenditure $42.2 million. 1984
drug expenditures totalling $281,000 represented a per capita expenditure
of US$2 .55. In the past 18 months, however, sizable donations have
increased that allotment considerably.

Montserrat

Montserrat 's.population of 11,500 is served by six physicians (4
public sector) and 50 nurses. Its general hospital offers 67 beds.
'Ulere are 12 district health centers and 4 pharmacies of which 3 are
private. 'lhere are no fees on prescriptions in the public sector.

'Ihe 400 drug items listed are controlled by a pharmacist who is the
sole staff merrber of CMS; he has recently attended a 3-week drug supply
management course in the u.s. eMS space is adequate but it is necessary
to rent cold storage facilities downtown. Ehipments from one or another
of its 10 suppliers, selected through negotiation, clear the ports of
ent r y withi n two days. CMS issues toll clinic s on a monthly scheduled
basis.

'Ihe calendar year is Montserrat's fiscal year. It levies income tax
and in 1984 it estimated recurrent revenue at US$8.9 million and
ePenditures of $8.7 million. In 1984, $71,269 was spent for drug
procurements, represent in g $6.20 pe r capi t a .

St. Kitts and Nevis

TIle islands of st. Kitts and Nevis gained independence in 1984. '!he
population of 45,000 is served by 17 doctors (16 public sector) and243
nurses, and a hospital bed capacity of 218. '!here are 21 government
health centers and 5 rharmacies. '!he private sector is $erved by 6
retail pharmacies whose dispensers qualified under the apprenticeship
system.

A drug 1 ist exists and contains 882 drug i terns which are maintained
by a CMS staff of three: a p,.armacist, clerk, and messenger. Warehousing
space appears adequate. G009 refrigeration exists, but the storage space
is generally in urgent need of refurbishing. Supplies are purchased
directly by CMS from about 45 suppliers, with an average lead time of six
weeks. CMS serves five dispensing sites which receive their deliveries
via the hospital van which also links with boats to Nevis.
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'!he fiscal year in st. dlristoti1er is the calendar year. 'Ihere is no
income tax but there is a social service levy of five percent by employee
and five percent by employer. In 1984, recurrent revenue and expense
were budgeted as U5$24.6 million. r1inistry of Health recurrent
expenditures in 1984 are indicated as $2.4 million of which drug
expenditures represented nine percent ($227,000); $5.04 per capita.

st. Illcia

'Ihirty-eight (38) physicians and 350 nurses serve the health care
needs of st. Illcia' s 123,000 population. 'Ihere are 24 regional health
centers. Pharmacists qualify after a two year diploma course begun by
project HOPE four years ago.

'!he new 1984 basic formulary replaces that of 1971 which listed 202
drug products and 34 corrnnodity items. A formulary corrunittee exists.

'!he space of eMS, which is staffed by six persons, appears quite
ample bu t requires considerable upgrading, rehabilitation of stock and
orderly placement. Purchases made from approxmately 15 suppliers often
suffer from port clearance periods of six to eight weeks while awaiting
payment approval by the Ministry of Finance. Deliveries are made to
approximately 40 consumer sites using vehicles of the motor pool and
private transport. This redistribution method is said to be quite
satisfactory. .

'!he fiscal year runs from April through March. Income tax is
levied. Recurrent revenue in fiscal year 1983-84 was budgeted at US$49.4
million and expenditures the same. Of this, Ministry of Health budget
was $6.4 million (13 percent) with $740,700 (12 percent) allocated for
drug expenditures representing $6.02 per capita.

st. Vincen t and the Grenadines

st. Vincent has a population of 122,000. They are served by 35
medical practitioner sand 110 nurses. In addition to it s singular
general hospital there are 34 district health centers. '!he pharmacists
have qUalified under the apprenticeship system and there are eight retail
pharmacies.

'!he st. Vincent formulary, compiled and published in 1982 by a
Formulary Cbmmittee, contains considerable prescribing and usage
information with regard to its 231 drug products and 109 cormnodities. It
is largely ignored by the practitioners and, as a result, is not a good
guide for procurement officers. Hence, a large variety of redundant but
usable product s is found in eMS inventory.



ANNEX ·G
Page 5 of 5

CMS is staffed by nine persons including three filarrracists, one of
whom is the Chief Supplies Officer. 'Ihe warehouse and its space and
storage capability recently underwent reconstruction to more adequately
house its great variety of i terns which include medicaVsurgical hospital
items and linen and housekeeping items. Procurement, redistribution and
inventory control procedures are under revision. CMS receives
requisitions from 40 differen tdrug usage sites (including ward stocks in
the absence of a pharmacy department in the hospital) and transactions
are said to total approximately 3,500 per year.

St. Vincent's fiscal year is July through June. It collects income
tax. EStirrates of recurrent revenue in 1983-84 bUdget were U8$26
million, expenditures $31.8 million. Of this, 13 percent ($4.2 million)
was allocated to the Ministry of H2alth. Provision was made for drug
purchases totalling $440,000 (10 percent) which represents $3.61 per
capita.

Summary

The 564,000 persons in the countries of the OECS can be said to have
consumed drug purchases valued at US$2. 7 million Which, on average ,is
$4.50 each in the 1982-83 fiscal year.
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ACTION MEMJRANDUM FOR THE MISSION DIRECTOR RDO/C

FROM: Holly Wise, RHPDO

Action Requested: Approval of a waiver of source/origin requirements
(A.I.D. Cbde 000) and of the provision of Section 636(i) of the Fbreign
Assistance Act of 1961, as amended, to permit procurement of non
U.S. ~ade vehicles under the Regional Pharmaceuticals Management Project
(538-013 -4) •

Discussion: This project envisions the purchase of one vehicle for the
Eastern caribbean Drug Service Office in St. Illcia and seven (7)
four-wheel drive vehicles for the pharmaceutical supply systems of the
participating countries. Of the eight vehicles required, five will be
used in the hilly volcanic Windward Islands. '!he use of left-hand drive
vehicles on such terrain has proven to be hazardous. In addition,
service facilities and spare parts for U.S.-made vehicles are not
available in the Windward Islands. It is in the best interest of the
project to permit the procurement of locally. available right-hand drive
vehicles for use in these countries. Maximum cost is estimated at $6,000
for the ECDS vehicle and $10,000 each for the four 4-wheel drive
vehicles, for a total of $46,000.

'!he remaining three vehicles will be purchased from the U.S. in
conformity with Cbde 000 source-o'rigin requirements. '!hese will be used
in the Leeward Islands where the topography allmvs for safer driving with
a left hand drive vehicle, and U.S. spare parts and servicing are more
readily available. .

'Ihe authority to waive the source/origin requirement for this procurement
was delegated to you by A.I.D .. Redelegation of A.uthority No.1 dated. 11/2/84
estimated cost of the procurement does not exceed your source waiver
authority for vehicles of $50,000. Section 636(i) of the Foreign
Assistance Act, as amended, requires a waiver when not procuring u.S.
manufactured motor vehicles with A.I.D. financing. In approving such a
waiver, the Mission Director must find that "certain circumstances"
exist. '!he circumstances include:

(1) The inability of U.S. manufacturers to provide the necessary
vehicles, e.g. , righ t41and drive vehicles; and

(2) Present or projected lack of service facilities and supply of spare
part s for U.S. -made vehicles.

In addition, A.I.D. Handbook 11, Chapter 3, Section 2.6.1.3. provides
that a source/origin waiver may be approved when "the commodity is not
available from countries or areas included in the authorized geographic
code". As set forth, such is the case here.
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Recorranendation: For the reason described above, we recorranend tha t the
requirement for purchasing vehicles from A.I.D. Code 000 be waived and
that the O:mtractor be authorized to purchase the vehicles from an A.I.D.
Code 9 35 country. Your signature below in approving the waiver certifies
that (1) exclusion of procurement from a ())de 935 country would
significantly impede implementation of the project and attainment of u.s.
foreign policy objectives; and (2) determines tha t circumstances exist
permitting A.I .0. to finance vehicles which are not of U .'8. manufacture.

Approved:

Disapproved:

D:it e:

Clearances

RHPoo: ltvise
COO:KFinan ------
DR:PORR
RIA: TCarter
PRM: OCCoulte-r-----

CONT:IMarin------

Drafted by :RHPOO:HVJise: cy

Date:-------------
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DRAFT LETTER OF INTENT FROM GOJERNMENTS TO THE OECS

Date

Dr. vaughan Lewis
Director-General
organisation of Eastern Caribbean

States
Central Secretariat
P.O. Box 179
castries
ST. LUCIA

Dear Sir:

Reference is made to the Regional Pharmaceuticals Management Project
(538-0134) financed by the united States Agency for International
Development (USl\ID), for which the Organisation of Eastern Caribbean
States (OECS) is the implementing agency, and which will create the
Eastern Caribbean Drug Service (ECDS). Successful operation of the
pooled procurement scheme through the ECDS will require a cooperative and
interdependent relationship between the OECS/ECDS and the E,)stern
caribbean o=ntral Bank (ECCB).

It is understood t hat this Project will offer pooled procurement and
qualit y assurance services through the ECDS, technical assistance for
in-country supply system improvements, t r"aining of supply management
staff, prescribers, and dispensers, a microcomputer for central Medical
stores, pharmaceutical reference materials, and minor rehabilitation of
the distribution system as necessary.

Pursuant to the project Agreement and in conjunction with the other
member countries who choose to participate, the Cbvernment of

~-----agrees to:

1. participate in the pooled procurement scheme through the ECDS by
undertaking the following activities:

a. Forecast annual needs of pharmaceut icals and medical
supplies, and submit this estimate to ECDS according to the
timetable established by ECDS.

b. Make periodic purchases through the ECDS, from suppliers
who have been selected through an approved tender process
and awarded contracts, for a minimum fixed percentage of
the submitted estimate, this percentage to be agreed with
ECDS in advance.

c. Notify EeDS of receipt of goods and "of their condition
(e.g. completeness of order, compliance with contract
terms) within a specified time after receipt (this time to
be specified by ECDS in conjunction with participating
countries) •
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,
d. Assure prompt aDdfu~J P?YTI1ent to s!Jppli~rsthrougha

mechanism established with the Fastern caribbe~nO:ntral

Bank (ECCB) •

e. Agree to and a·ssure :p,)yment oEan administr~tive fee of 15%
(or a percentage specified ·by the ECDSin conjunction with
the participating countries) to the ECDS, through a
mechanism established ,with the ECCB. 'Thiswoula be the
firs't charge a Ja'inst savings effected by reduction ,of unit
cost S 0 f purchases..

2. During t he course 0 f t he five year project , to develop a design
and institute an appropriate cost-recovery scheme for recovery
of a portion 0: the cost of purchases.

In addit ion, the GJvernment intenc}s to designate a Project
rmplement~tionOfficer to o';ersee in-country management improvements, a:ld
to contribute local personnel and ~~cil~ties as necessary.

S:ncerely,

(Prime Minister
of ------

cc: GJvernor, ECCE
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DRAFT LEITER OF INSTRUCTION
. FROM THE GOlERNMENT OF· TO THE EASI'ERN CARIBBEAN CENTRAL BANK

rate

~ar Sir:

Reference is made tot he Regional Pharmaceut icals r1anagement Project
(538-0134) financed by the U1ited States Agency for Ihternational
oevelopnent (USAID), for which the Organisat ion of Eastern Caribbean
States (OECS) is the implement ing agency, and which will creat e the
Eastern Caribbean Drug Service (ECDS). Successful operation of the
pooled procurernen t scheme through the ECDS will require a cooperative and
interdependent relationship between the OECS/ECDS and the Eastern
~ribbean ~ntral Bank (ECCB). 'nle following will be the procedures
forpayment~ for pharmaceuticals and medical su;.::>plies
purchased through; the Eastern Caribbean Drug Service
.(ECOS) :

1. 'fue QJvernmen t of will deposi t the sum of -----(equal to approximately 1/3 of the value of estimated annual
procurements) in the ECCB to create a "drug account".

or

'll1e Cbvernmen: of has decided to earmark the sum
of (equal to approximately 1/3 of the value of estimated
annual procurement s) from it s profit s due a t the end of the
financial year.

2. The OSCS (through the ECDS), upon receipt of a Purchase Order
(P.O.) from , will forward a copy of the P.O. to the
ECCE. 'Ibis will constitute a commitment of funds on the part of

..the country and will be recorded as such by the ECCE.

3. Within (#) of days of notification by the OECS (through the
ECDS) ofreceipt of goods in , in compliance with
supplier contract terms, the ECCB will pay the supplier invoice
on behalf of the COvernrnent of . '!he ECCB then will.
debit the GO~lernment of 's drug account.for the value
of the invoice plus an additional not more than 15% of that
'Jalue as an administrative fee (the exact percentage to be
established by the ECDS Board). 'll1e ECCB will deposi t the
administrative fee in an account held in the name of the ECDS.
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.d. Assure prompt:andfll1lpayrnentto .suppliers through a
mechanism established with the Eastern caribbean <::l:ntral
Bank (ECCE).

e. Agree ·t 0 and :assure 'payment of an administrative fee of 15.%
(or a percentage .specified by the EcoSin conjunction with
the participating countries)· t.O the ECDS, through a
mechanism established with the ECCB. '!his would be the
first charge -against savings effected-by reduction of unit
costs of purchases .

2. During the course ofthe:five year project, to-develop a design­
and institute an appropriate cost-recovery scheme for recovery
of a portion 0 f the cost-of purchases .

- In addition, the CbvernmenJ intends to designate a project
Implementation Officer to oversee in-country management improvements, and
to contribute local personnel and facilities as necessary.

Sincerely,

(Prime Minister
of ------

cc: Cbvernor ,ECCB




