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I n t r o d u c t i o n  

S ince  i t s  i n t r o d u c t i o n  i n  I n d i a  i n  1969, Con t racep t i ve  S o c i a l  Marke t ing  

(CSM) has exper ienced s i g n i f i c a n t  growth w i t h i n  and across a  number o f  tie- 

v e l o p i n g  c o u n t r i e s  as an i n n o v a t i v e  means o f  u s i n g  commercial systems t o  

reduce b i r t h  r a t e s .  C u r r e n t l y ,  CSM programs a r e  i n  p lace  i n  Bangladesh, 

Colombia, Ecuador, E l  Salvador,  Egypt, Honduras, I n d i a ,  Jamaica, Mexico, 

Napal, S r i  Lanka and Tha i land.  CSM programs i n  these c o u n t r i e s  have as t h e i r  

goal  : 

". . . t o  inc rease  t h e  use o f  f a m i l y  p lann ing  products  and 
s e r v i c e s  u s i n g  marke t ing  techniques o f  a d v e r t i s i n g  and 
e x i s t i n g  and a p p r o p r i a t e  d i s t r i b u t i o n  channels t o  those 
segments o f  t h e  p o p u l a t i o n  n o t  served by e x i s t i n g  p u b l i c  
and p r i v a t e  systems i n  an e f f i c i e n t  and e f f e c t i v e  manner." l  

CSM p r o j e c t s  t y p i c a l l y  go through t h r e e  1  i f e  c y c l e  stages i n  t h e i r  

h i s t o r i c  development, i n t r o d u c t i a n ,  growth and m a t u r i t y  w i t h  r e s p e c t  t o  thedr  

bas ic  c o n t r a c e p t i v e  s a l e s  and d i s t r i b u t i o n  programs. Many c o u n t r i e s  a r e  s t i l l  

i n  t h e  f i r s t  two stages.  However, f o r  t h e  few who have reached some l e v e l  o f  

m a t u r i t y  i n  t h e i r  t r a d i t i o n a l  c o n t r a c e p t i v e  marke t ing  programs, a  key i s s u e  

now emerging i s  how t o  o b t a i n  f u t u r e  growth. Th is ,  o f  course,  i s  a  problem 

f a c i n g  o r g a n i z a t i o n s  i n  a  wide range o f  i n d u s t r i e s  i n  and o u t  o f  t h e  p r i v a t e  

sec to r .  I t  does, however, pose a  s p e c i a l  c h a l l e q g e  f o r  CSM programs because of  

t h e i r  f und ing  s t a t u s .  CSM programs a t  p resen t  d e r i v e  anywhere f rom twenty  t o  

f o r t y  pe rcen t  o f  t h e i r  revenues f rom s a l e s  o f  c o n t r a c e p t i v e  products .  The 

remainder i s  p rov ided  by o u t s i d e  donor sources i n c l u d i n g  P a t h f i n d e r ,  t h e  I n t e r -  

n a t i o n a l  Planned Parenthood Foundat ion and the  U .S. Agency f o r  I n t e r n a t i o n a l  

Development. Whi le  c u r r e n t l y  e n t h u s i a s t i c  about  f i n a n c i n g  these  programs, 

these o u t s i d e  donors, p a r t i c u l a r l y  USAID, have been encouraging CSM programs t o  

work towards t h e  p o i n t  a t  which they  c a n  become s e l f - s u f f i c i e n t  o r  a t  l e a s t  can 

reduce s u b s t a n t i a l l y  t h e i r  dependence on o u t s i d e  funding.  

l ~ i n a l  Re o r t :  Con t racep t i ve  S o c i a l  Marke t ing  S t r a t e g y  Workshop, Washington, D.C. : 
T F G T d k T r o u p ,  1983, p. 34. 



The Present Study 

A t  present ,  e x i s t i n g  mature c o n t r a c e p t i v e  marke t ing  programs i n  t h r e e  

c o u n t r i e s  have i n  t h e  l a s t  t h r e e  t o  s i x  years  undertaken e f f o r t s  t o  broadefi 

t h e i r  base of i n t e r n a l  sources o f  suppor t  through growth s t r a t e g i e s  o u t s i d e  

t r a d i t i o n a l  c o n t r a c e p t i v e  market ing.  Because many o t h e r  CSM programs as w e l l  

as sponsor ing agencies a r e  committed t o  t h e  o b j e c t i v e  o f  i n c r e a s i n g  CSM 

program s e l f - s u p p o r t ,  t h e r e  i s  cons ide rab le  i n t e r e s t  i n  t h e  exper iences o f  

these t h r e e  i n n o v a t i n g  c o u n t r i e s .  The p resen t  s tudy  was funded by USAID through 

t h e  I n t e r n a t i o n a l  Con t racep t i ve  Soc ia l  Market ing P r o j e c t  o f  t h e  The Futures 

Group t o  conduct  an assessment of these t h r e e  p r o j e c t s .  

The s tudy was c a r r i e d  o u t  between January and October o f  1984. I t s  

focus was t h e  f o l l o w i n g  t h r e e  CSM Programs: 

1  . Profami l  i a ,  Colombia 

2. PROFAM, Mexico 

3. Popu la t ion  Development A s s o c i a t i o n  (PDA), Tha i land.  

Extens ive s i t e  v i s i t s  were made t o  t h e  t h r e e  programs. I n t e r v i e w s  were he ld  

w i t h  key s t a f f  members and knowledgeable o u t s i d e  0bservers . l  I n  most cases, 

independent analyses o f  s p e c i f i c  performance documents were undertaken. 

S e l f - S u f f i c i e n c y  

The ques t ion  o f  whether s e l f - s u f f i c i e n c y  should  be a  goal o f  CSM programs 

i s  n o t  a t  present  reso lved .  Some argue t h a t  i t  should n o t  i f  e f f e c t s  t o  ach ieve 

such a  goal i n t e r f e r e  w i t h  t h e  bas ic  m i s s i o n  o f  CSM programs; i . e .  t h e  r e d u c t i o n  

o f  b i r t h  r a t e s  i n  t h e  s p e c i f i c  c o u n t r i e s .  The f e a r  i s  t h a t  energ ies  m i g h t  be 

d i v e r t e d  o r  compromises made t h a t  would reduce t h e  e f f e c t i v e n e s s  o f  t r a d i t i o n a l  

programs i f  CSM programs moved " t o o  f a r "  f rom t h e i r  co re  miss ions.  There i s  

IA 1 i s t  of  c o n t r a c t s  by c o u n t r y  i s  i n c l u d e d  i n  Appendix A. 



a1 so the concern t h a t  a se l f - su f f i c i ency  c r i t e r i o n  m igh t  occasion over-concern 

w i t h  t he  cos t -e f fec t i veness  o f  con t racep t i ve  market ing i t s e l f ,  e.g., d i s -  

couraging c o s t l y  e f f o r t s  t o  reach t h e  "hardest "  cases, such as r u r a l  and/or under- 

educated households. On the o the r  s ide  o f  t he  issue, i t  i s  argued t h a t  

concerns f o r  p ro f  i t a  b i  1 i t y  w i  11 be b e n e f i c i a l  because they w i  11 make programs 

more t i g h t l y  run, more l i k e l y  t o  take  on f e a s i b l e  programs and t o  use e f f e c t i v e  

t a c t i c s  i n  t r a d i t i o n a l  CSM market ing campaigns. Fur ther ,  i t  i s  proposed t h a t ,  

w h i l e  i n  the  s h o r t  r u n  the re  may be some d i v e r s i o n  o f  e f f o r t  and i n t e r e s t  from 

t r a d i t i o n a l  programs as new growth o p p o r t u n i t i e s  a re  explored, i n  t he  3 - run, 

s k i l l s  w i l l  be developed and revenues gained t h a t  c a n  o n l y  s e r v e  t o  

help core  con t racep t i ve  p r o j e c t s  . 
This  r e p o r t  w i l l  n o t  focus on t h i s  i ssue  t o  any g r e a t  ex ten t ,  a1 though 

some f u r t h e r  comments on these hopes and f ea rs  w i l l  be inc luded  as they were 

mani fested i n  the  t h ree  programs under s tudy  here. The paper w i l l  s imp ly  take  

as g iven  t h a t  a l l  CSM programs would a t  l e a s t  1 i k e  t o  be - more se l f - suppo r t i ng .  

The paper asks whether experiences i n  t he  t h r e e  coun t r i es  suggest t h a t  such 

an outcome i s  l i k e l y  f rom the  k inds  o f  a c t i v i t i e s  t h a t  t he  programs i n  these 

coun t r i es  have attempted. Fur ther ,  we s h a l l  a l s o  ask what lessons these 

experiences o f f e r  f o r  those who wish t o  undertake such steps i n  f u t u r e .  

A1 t e r n a t i v e s  

For a CSM program t o  become more se l f - suppo r t i ng  i t  needs t o  increase 

i t s  p r o f i t s  o r  --- as i s  t h e  case i n  - a l l  CSM programs t o  da te  --- reduce i t s  

losses. Gener i ca l l y ,  t h i s  goal can be achieved i f  one o r  more o f  t h ree  

subobject ives a r e  achieved: 



1. Costs per u n i t  of ou tpu t  a r e  reduced 

2 .  Returns per  u n i t  o f  ou tpu t  a r e  increased 
(e.g. p r i c e s  o r  s e r v i c e  charges a r e  increased -- o r  i n  some cases j u s t  i n t roduced)  

3. To ta l  ou tpu t  i s  increased. 

A1 1  t h ree  o f  the  programs under s tudy  have explored t he  f i r s t  two a1 t e r -  

na t i ves .  However, o p p o r t u n i t i e s  t o  have major impacts on c o s t s  a r e  seve re l y  

r e s t r i c t e d  by t he  newness o f  many CSM programs and by ex te rna l  o r  i n t e r n a l  

demands t h a t  the programs serve t a r g e t  popula t ions who a r e  d i  f f  i c u l  t t o  

reach and/or i n f l uence .  On t he  o ther  hand, observa t ion  o f  these t h ree  

programs (and o the rs )  i n d i c a t e s  t h e r e  - a re  o p p o r t u n i t i e s  t o  make major  im- 

provements i n  e f f i c i e n c y  i n  CSM market ing e f f o r t s .  This, however, was n o t  

in tended t o  be a  focus o f  t he  present  i n v e s t i g a t i o n .  

Oppo r tun i t i e s  f o r  imposing o r  inc reas ing  p r i c e s  i n  many c o u n t r i e s  a r e  

a l s o  l i m i t e d  by e x i s t i n g  o r  expected res is tances  by l o c a l  governments. 

P r i ces  a r e  a1 so sometimes i n t e n t i o n a l  1  y  r e s t r i c t e d  by CSM program management 

i n  o rder  t o  meet a  perceived r e s p o n s i b i l i t y  t o  p rov i de  con t racep t i ves  and/or 

medical se rv ices  a t  a  c o s t  t h a t  those w i t h  ve r y  1  i t t l e  ( b u t  - some) income can 

af ford.  S tud ies  o f  such p r i c i n g  s t r a t e g i e s  a r e  a l so  ou t s i de  the  scope of the  

present  r e p o r t .  Instead, we s h a l l  focus here on the  t h i r d  avenue toward 

g rea te r  se l f - suppor t ,  growth i n  output ,  s p e c i f i c a l l y  growth i n  o u t p u t  beyond 

t r a d i t i o n a l  con t racep t i ve  products.  

Growth A1 t e r n a t i v e s  

Each o f  the  a l t e r n a t i v e  growth s t r a t e g i e s  exp lored by the  t h ree  CSM 

programs can be ca tegor i zed  w i t h i n  the  f o l l o w i n g  m a t r i x :  



Old Markets New Markets 

Old Products 
and Serv ices 

New Products 
and Serv ices 

A .  Market pene t ra t i on  s t r a t e g i e s  would i n v o l v e  such t a c t i c s  as extending con t ra -  

c e p t i v e  1 ines  product  r a i s i n g  p r i ces ,  i n t e n s i f y i n g  a d v e r t i s i n g  and so f o r t h ,  

a l l  designed t o  achieve more revenue from s e l l  i n g  con t racep t i ve  products t o  

the present  markets. Th is  a l l  was - n o t  i nves t i ga ted  i n  t h i s  study. 

Market 
Pene t ra t ion  

Product 
Expansion 

B. Market expansion s t r a t e g i e s  would i n v o l v e  t a k i n g  e x i s t i n g  o r  expanded 

product  l i n e s  i n t o  new markets. These new markets cou ld  comprise d i f f e r e n t  

Market 
Expansion 

D i v e r s i f i c a t i o n  

age groups (e.g. teenagers),  d i f f e r e n t  1 i f e  c y c l e  s t a t u s  groups (e.g. o l de r ,  

unmarr ied i n d i v i d u a l s )  o r  d i f f e r e n t  geographic areas (e.g. deep r u r a l  areas 

o r  new coun t r i es  ) . 

C. Product Expansion s t r a t e g i e s  i n  the present  con tex t ,  product  expansion 

invo lves  a d d i t i o n  o f  non-cont racept ive products o r  se rv ices ,  so l d  t o  present  

markets. Th is  cou ld  i nc l ude  product  l i n e  expansions so ld  through e x i s t i n g  

channels (e.g. d iapers  o r  p l a s t i c  sy r inges  s o l d  i n  drug s to res )  o r  se rv ices  

o f f e r e d  t o  consumers a l r eady  contacted (e.g. o t h e r  medical  se rv ices  o f fe red  

i n  program c l i n i c s ) .  

D. D i v e r s i f i c a t i o n  s t r a t e g i e s .  D i v e r s i f i c a t i o n  would i n v o l v e  e f f o r t s  t o  

s imul taneous ly  move i n t o  new product  l i n e s  and new markets. Examples o f  

d i v e r s i f i c a t i o n  growth s t r a t e g i e s  would i nc l ude  at tempts t o  market a d v e r t i s i n g  



o r  computer se rv ices  t o  o the r  in -coun t ry  businesses. 

The d e s i r a b i l i t y  o f  expansion i n  any one o f  these d i r e c t i o n s  depends on 

a  number o f  f a c t o r s .  P r i n c i p l e  among these a r e  f a c t o r s  i n t e r n a l  t o  t h e  f i r m  -- 
-- i t s  s k i l l s ,  past  experiences, f i n a n c i a l  resources, phys ica l  assets -- and 

f a c t o r s  ex te rna l  t o  t he  f i r m  -- market  oppo r t un i t i e s ,  c o m p e ~ i  t i o n ,  and 

government a t t i t u d e s  toward expansion. Externa l  f a c t o r s  t y p i c a l  1  y  wi 11 va ry  

by coun t r y  a1 though some w i l l  prove r e l a t i v e l y  gener ic .  A = ina l  f a c t o r  

a f f e c t i n g  the  d e s i r a b i l i t y  o f  a  g iven  growth s t r a t e g y  t h a t  i s  n e i t h e r  s t r i c t l y  

i n t e r n a l  o r  ex te rna l  t o  t he  f i r m  i s  perhaps the  most c r u c i a l  i n g r e d i e n t .  Th is  

f a c t o r  i s  l eade rsh ip  -- t he  a t t i t u d e s ,  d r i v e  and soph i s t i caz i on  o f  t he  i n d i -  

v i dua l  o r  i n d i v i d u a l s  who a r e  t he  key fo rces  i n  t he  p a r t i c u l a r  con t racep t i ve  

market ing growth program. 

Out1 i n e  o f  the  Paper 

The present  r e p o r t  summarizes and eva luates t he  exper iences o f  t h e  t h r e e  

programs w i t h  respec t  t o  t h ree  o f  t h e  f o u r  growth areas. These experiences 

a r e  repor ted  f o r  each program i n  t u rn .  The f i n a l  sec t i on  o f  t he  r e p o r t  then 

i n t e g r a t e s  these experiences, adding a d d i t i o n a l  i n s i g h t s  and p r i n c i p l e s  f rom 

the  general  market ing 1  i t e r a t u r e  t o  pe rm i t  conc lus ions and recommendations f o r  

o t h e r  CSM program worldwide i n t e r e s t e d  i n  non-cont racept ive growth s t r a t e g i e s .  



PROFAMI LIA, COLOMBIA 

The s imp les t  program t o  descr ibe  and eva lua te  i s  P r o f a m i l i a  s ince  i t  

has almost e x c l u s i v e l y  exp lored growth o p p o r t u n i t i e s  i n  j u s t  one o f  t he  c e l l s  

o f  the  growth m a t r i x ,  Product Expansion. 

Profami l  i a  has r e c e n t l y  at tempted t o  improve p r o f  i t a b i  I i ty  o f  e x i s t i n g  

programs and m o r e  o f  t h a t  may be p o s s i b l e  i n  t h e  f i t u r e .  I n  

m a r k e t i n g ,  t h e r e  has  b e e n  a  s h i f t  t o  i n d e p e n d e n t  d i s t r i b u t o r s  t h a t  

has reduced t he  c o s t s  t o  P ro fam i l i a  f o r  t r anspo r t a t i on ,  warehousing and 

subs tan t i a l  payments f o r  s a l a r i e s  and f r i n g e  bene f i t s  f o r  a  sa les f o r c e  w i t h  

ve r y  h i gh  s e n i o r i t y .  O f  course, P ro fam i l i a  must now pay an e x t r a  commission 

t o  t he  d i s t r i b u t o r s  f o r  t h e  products they  s e l l  b u t  these o n l y  come about as 

sa les a r e  made and thus t he  cos t  i s  now p e r f e c t l y  v a r i a b l e  w i t h  sa les.  

Whi le  sw i tch ing  t o  t he  new system may have t empo ra r i l y  caused some l o s s  o f  

c o n t r o l  over coverage o f  drug s to res ,  t h i s  i s  a  problem t h a t  t h e  D i r e c t o r  o f  

Market ing i s  now a t t a c k i n g  aggress ive ly .  Profami l  i a  has a1 so considered 

i nc reas ing  p r i c e s  f o r  va r i ous  serv ices.  Pa th f i nde r  has r e c e n t l y  funded a  

s tudy by an ou t s i de  c o n s u l t i n g  f i r m  o f  Profami l  i a ' s  p r i c i n g  s t r u c t u r e .  Th is  

s tudy should be canple ted i n  t he  summer o f  1984. 

With r espec t  t o  market pene t ra t ion ,  Profami l  i a  has r e c e n t l y  added Emko 

foams, NeoSampoon vag ina l  t a b l e t s  and a  " L i f e s t y l e "  l i n e  o f  more expensive 

condoms from A twe l l  t o  i t s  con t racep t i ve  product  1  i ne .  I t  i s  cons ider ing  

adding another  low p r i c e  brand o f  condom t o  be used i n  "combat" w i t h  t h e  i n -  

c r e a s i n g l y  common smuggled imports.  The ou t s i de  consul t i n g  p r o j e c t  mentioned 

above a l so  p lans t o  survey the  U.S. market seeking o the r  con t racep t i ve  products 

P ro fam i l i a  cou ld  ca r r y .  



As a  market extens ion s t ra tegy ,  P r o f a m i l i a  i s  cons ider ing  o f f e r i n g  i t s  

c l i n i c a l  se rv ices  (e.g., i t s  opera t ing  rooms) t o  ou t s i de  phys ic ians  who may 

wish t o  use them i n  o f f - hou rs .  The CRS program has a l s o  considered moving 

i n t o  r u r a l  areas bu t  t h i s  i s  being l e f t  as ide  f o r  t he  moment. 

As noted, however, Profami l  i a  ' s  p r i n c i p a l  a t tempts  a t  improving i t s  

s e l f - s u f f i c i e n c y  c a p a b i l i t i e s  have invo lved  product  expansions. 

Product Expansion a t  Profarni l  i a  

Beginning i n  t he  Spr ing  o f  1981, P ro fam i l i a  has at tempted t o  market  -- 
and i n  one case i s  con t i nu i ng  t o  market  -- products  t h a t  a r e  n o t  con t racep t i ves .  

The products , brands, suppl i e r s  and the approximate dates they  were f i r s t  

ordered by Profami l  i a  f o r  t h e  CRS p r o j e c t  a r e  shown i n  Table 1.  

Table 1  

Product Expansion H i s to r y ,  Profami l  i a ,  Colombia 

Product Brand Suppl i e s  Beginning Terminat ion 
Date Date 

Anal ges ic  Nand01 P f  i zer May, 7981 Dec., 1982 

San i t a r y  Napkins Ser ena Johnson & Johnson Aug., 1981 Oct., 1982 

Disposable P o l y f l  ex Saludcol  Apr., 1981 Feb., 1982 
Syr inges ( 2  s i zes )  

A n t i b i o t i c s  Terramic i na P f  i zer Aug., 1981 Feb., 1983 

D i s t i l l  ed Water 
( 2  s i zes )  

C i c l o  Procesco Nov., 7 981 - - - 

Disposable Diapers Johnson & Johnson Nov., 1981 Aug . , 1982 



As o f  the  t ime o f  t h i s  r epo r t ,  a l l  o f  these products except t he  d i s t i l l e d  

water have been d iscon t inued  as p a r t  o f  t he  CRS program. A t  the  moment, two 

a d d i t i o n a l  non-cont racept ive products a r e  being g iven  p i 1  o t  s tudy i n  Profami7 i a  ' s  

Comnunity Based D i s t r i b u t i o n  (CBD) program. These products a r e  a  de-worming 

drug, P i r a n t e l ,  o r i g i n a l l y  acqu i red  from P f i z e r  and now being supp l ied  by 

McKesson and rehyd ra t i on  s a l t s  k i t s  being provided by t he  Colombian M i n i s t r y  o f  

Hea l th  under a  program supported by UNICEF. Ne i t he r  i s  now planned f o r  i n t r o d -  

u c t i o n  i n t o  t h e  CRS program. 

Background 

P r i o r  t o  t he  t ime a t  which P ro fam i l i a  began t o  cons ider  s p e c i f i c  non- 

con t racep t i ve  product  i n t r o d u c t i o n s  i n t o  the  CRS program, t he  D i r e c t o r  o f  

Market ing had been d iscuss ing  w i t h  t he  Execut ive D i r e c t o r  and Pres iden t  o f  Pro- 

f am i l  i a  t he  p o s s i b i l i t y  o f  such an expansion. Two p r i n c i p a l  mo t i va t i ons  a r e  

g iven  by Profami l  i a  s t a f f  f o r  cons ider ing  t he  p o s s i b i l  i ty  o f  i n t r oduc ing  

non - con t racep t i ve  products i n  1981. F i r s t ,  t he re  was a  b e l i e f  t h a t  the  CRS 

d i s t r i b u t i o n  program c o n s t i t u t e d  a  s tab le ,  accepted and e f f e c t i v e  channel f o r  

con t racep t i ve  products i n  1981 and t h a t  the  system had t he  capac i t y  and t he  

w i l l i n g n e s s  t o  add new products.  I n  1981, t he  system comprised a  s t a f f  o f  f i v e  

salesmen, each respons ib le  f o r  a  t e r r i t o r y  o r  zone i n  Colombia. These salesmen 

s o l i c i t e d  and f i l l e d  o rders  from drug o u t l e t s  i n  the  c a p i t a l  c i t i e s  and one o r  

two a d d i t i o n a l  major  c i t i e s  i n  each s t a t e  i n  each o f  t h e i r  t e r r i t 0 r i e s . l  

Management came t o  be l i eve  t h a t  t h i s  system ( s p e c i f i c a l l y  t he  sa lespeople)  had 

excess c a p a c i t y  t h a t  cou ld  p rov ide  a d d i t i o n a l  revenues t o  Profami l  i a .  

' p ro fam i l i a  est imates t h a t  99% o f  i t s  sa les i n  1984 i n  t h e  CRS program a re  
i n  urban areas. 



A second m o t i v a t i o n  was t h e  b e l i e f  t h a t  t h e  new products  would h e l p  reduce  

t h e  c o s t s  o f  marke t ing  e x i s t i n g  products  by spread ing t h e  f i x e d  c o s t s  o f  t h e  

s a l e s  and p h y s i c a l  d i s t r i b u t i o n  system across a d d i t i o n a l  i tems.  Presumably i t  

was expected t h a t  t h e  new p roduc ts  would n o t  s i g n i f i c a n t l y  i nc rease  t h e  f i x e d  

c o s t  base. 

As a  r e s u l t  o f  these d e l  i b e r a t i o n s  and as s p e c i f i c  p roduc t  i deas  were under 

c o n s i d e r a t i o n ,  t o p  management gave t h e  marke t ing  d i r e c t o r  approva l  t o  proceed, 

on an exper imenta l  bas is ,  w i t h  any p roduc t  p rov ided  t h a t  i t  ( a )  met  bas ic  

( h i g h )  q u a l i t y  s tandards and (b )  was purchased and s o l d  l e g a l l y .  I n  subsequent 

s teps t o  implement t h i s  program, i m p o r t a n t  r o l e s  were p layed by t h r e e  groups: 

(1 ) P ro fami l  i a ' s  marke t ing  management ( 2 )  P ro fami l  i a ' s  s a l  es f o r c e  and (3 )  

p o t e n t i a l  p roduc t  s u p p l i e r s .  

The i n s t i g a t o r  o f  t h e  f i r s t  c o n c r e t e  d i s c u s s i o n s  l e a d i n g  t o  t h e  f i r s t  non- 

c o n t r a c e p t i v e  p r o d u c t  i n t r o d u c t i o n  was t h e  Colombian s a l e s  manager f o r  P f  i zer .  

P f i z e r  was a1 ready s u p p l y i n g  P i r a n t e l  de-worming tab1 e t s  t o  P ro fami l  i a  f o r  

exper imenta l  work i n  r u r a l  areas i n  t h e  n o r t h e r n  p a r t  o f  t h e  department ( s t a t e )  

o f  Tol ima under a  g r a n t  f rom t h e  Japanese O r g a n i z a t i o n  f o r  I n t e r n a t i o n a l  Cooper- 

a t i o n  i n  Fami l y  P lann ing (JOICFP). T h i s  p r o j e c t  had begun i n  e a r l y  1981. The 

s a l e s  manager's sugges t ion  t h a t  t h e  CRS program add P i r a n t e l  t o  i t s  p roduc t  

l i n e  s e t  i n  m o t i o n  c o n c r e t e  d i s c u s s i o n s  between P f i z e r  and Pro fami l  i a ' s  m a r k e t i n g  

management l e a d i n g  t o  t h e  s e l e c t i o n  o f  Nandol as t h e  f i r s t  p roduc t  t o  i n t r o d u c e .  

Nandol was a  good c h o i c e  f o r  b o t h  s ides.  For  P ro fami l  i a  i t  represented 

a  product :  

a. w i t h  which they  were a l r e a d y  f a m i l i a r ;  Nandol was a l r e a d y  be ing 

used i n  t h e  c l i n i c s  where i t  was g i v e n  t o  women a f z e r  IUD i n s e r t i o n s  

and tuba1 l i t i g a t i o n s  and f o r  menst rua l  cramps. 



b. t h a t  was c l o s e l y  r e l a t e d  t o  f a m i l y  p lann ing  and f a m i l y  p lann ing  

products .  

c.  t h a t  was r e l a t i v e l y  s imp le  and thus r e q u i r e d  1  i t t l e  s a l e s  f o r c e  

t r a i n i n g .  

d. t h a t  was a l r e a d y  on t h e  marke t  and f a m i l i a r  t o  d r u g g i s t s  thus 

n o t  r e q u i r i n g  any educa t iona l  e f f o r t  on Pro fami l  i a  ' s  p a r t .  

e. t h a t  was a  p roduc t  f o r  which, a t  l e a s t  i n i t i a l l y ,  P r o f a m i l i a  

c o u l d  be q u i t e  p r i c e  c o m p e t i t i v e .  

The l a s t  advantage came abou t  f rom an agreement by P f i r e r  t o  g i v e  

P r o f a m i l i a  an a d d i t i o n a l  t e n  pe rcen t  purchase d i s c o u n t  ( a f t e r  t h e  cash payment 

d i s c o u n t  o f  5 pe rcen t )  t h a t  was n o t  g i v e n  t o  o t h e r  compet ing wholesa lers .  

P r o f a m i l i a  had argued t h a t ,  as  a  n o n - p r o f i t  o r g a n i z a t i o n  commit ted t o  s o c i a l  

goa ls ,  i t  was n o t  p lann ing  t o  make a  l o t  o f  money f rom t h e  p roduc t  and had asked 

P f i z e r  t o  make i t s  own c o n t r i b u t i o n  t o  keeping t h e  p r i c e  t o  d r u g g i s t s  (and thus 

t o  f i n a l  consumers) low. P f i z e r  agreed t o  t h i s  d i scoun t .  I: was e n t h u s i a s t i c  

about t h e  p roduc t  because i t  hoped t h a t  s a l e s  by t h e  CRS program would l e a d  t o  

t h e  i n t r o d u c t i o n  and s a l e  of  Nandol i n  t h e  Pro fami l  i a  c l i n i c s .  Because t h e  

p roduc t  was a  r e l a t i v e l y  m i l d  ana lges ic ,  P f i z e r  presumably a l s o  hoped t h a t  

pharmacists would n o t  o b j e c t  t o  i t s  s a l e s  t o  consumers o v e r  t h e  counter  i n  t h e  

c l i n i c s  d e s p i t e  t h e  f a c t  t h a t ,  s t r i c t l y  speaking, i t  was a  p r e s c r i p t i o n  i tem.  

Sales o f  Nandol th rough t h e  CRS program were thus begun i n  March o f  1981. 

Once t h i s  i n i t i a l  s t e p  was taken and t h e  s a l  esmen began t o  see t h e  

advantages o f  a  broadened p roduc t  1  i n e  and t o  see management's w i l l  ingness t o  

implement such a  broadening, i t  was t h e  salesmen who then became t h e  d r i v i n g  

f o r c e  f o r  t h e  n e x t  1  i n e  a d d i t i o n s .  T h e i r  goal was t o  add o t h e r  p roduc ts  t h a t  

were c l e a r l y  h i g h  t u r n o v e r  i tems. T h e i r  o b s e r v a t i o n  o f  s a l e s  a t  t h e i r  d rug  



o u t l e t s  suggested t h a t  paper products would be a  good a d d i t i o n .  San i t a r y  

napkins became t h e i r  f i r s t  request .  

Th is  product  was a l s o  good f o r  P ro fam i l i a .  Again, i t  i nvo l ved  a  s u p p l i e r  

and product  w i t h  which they were a l r eady  f a m i l i a r .  Along w i t h  a  number o f  

o t he r  products,  Johnson and Johnson was a l r eady  supp ly ing  t he  c l i n i c s  w i t h  

s a n i t a r y  napkins t o  g i v e  o u t  t o  women coming i n  f o r  I U D  i n s e r t i o n s  and o the r  

procedures o r  f o r  examinations 1  i k e l y  t o  p r e c i p i t a t e  d ischarges.  Johnson and 

Johnson agreed t o  supply  t h e  CRS program bu t  no t  t o  o f f e r  any p r i c e  concessions. 

One a d d i t i o n a l  product  each from P f i z e r  and Johnson and Johnson were then 

added l a t e r  i n  1981 a t  t he  recommendation o f  t he  sa les  f o r ce .  However, i n  

bo th  cases these products (an a n t i b i o t i c ,  Terramicina, and d isposab le  d iapers )  

were - n o t  c l o s e l y  r e l a t e d  t o  f a m i l y  p lanning nor were products a l r eady  used by 

P ro fam i l i a .  On t he  o t h e r  hand, the sa les f o r c e  was aware t h a t  these types 

o f  products and these s p e c i f i c  brands were h i gh  tu rnover  i tems i n  the  drug 

o u t l e t s .  Fur ther ,  they be l ieved  t h a t  sa les o f  each s u p p l i e r ' s  products would 

be e a s i e r  i f  t h e  salesmen c a r r i e d  more than one i t em  from t h a t  s u p p l i e r .  

The a d d i t i o n  o f  t he  f i n a l  two items, d isposable  sy r inges  and d i s t i l l e d  

water, represented v a r i a t i o n s  on these scenar ios.  Disposab'l e  sy r inges  were 

l i k e  the  e a r l i e r  products i n  t h a t  they represented a  product  P r o f a m i l i a  was 

a l s o  buying f o r  i t s  c l  i n i c a l  program. Th is  product  was se lected by Profami l  i a ' s  

market ing management w i t h  t he  suppor t  o f  the  sa les  s t a f f  i n  p a r t  because of  

t h i s  f a m i l i a r i t y  and because they be l ieved  they  were g e t t i n g  a  good p r i c e  on 

the  items. 

D i s t i l l e d  water was a  unique case. One o f  P r o f a m i l i a ' s  phys ic ians was 

f r i e n d l y  w i t h  the  owner o f  C i c l o  Procesa L td .  C i c l o  Procesa was a l r eady  

s e l l i n g  d i s t i l l e d  water i n  p l a s t i c  ampules t o  t he  M i n i s t r y  o f  Hea l th  f o r  t h e i r  



programs. (The d i s t i l l e d  water i s  used t o  d i l u t e  c e r t a i n  a n t i b i o t i c s  t h a t  

a r e  manufactured i n  powdered form) .  The p h y s i c i a n  suggested t h a t  t h i s  i tern 

c o u l d  a l s o  be used a t  P r o f a m i l i a  and handled by t h e  CRS program. The f i r s t  

o r d e r  o f  t h i s  i t e m  was s e n t  o u t  i n  August o f  1981. 

Resu l t s  

T o t a l  d o l l a r  sa les  t o  P r o f a m i l i a ' s  d i s t r i b u t o r s 1  f o r  t h e  s i x  p roduc t  

1  i n e s  f o r  t h e  t h r e e  years  f o r  wh ich d a t a  a r e  a v a i l a b l e  a r e  g i v e n  i n  Tab le  2  

a1 ong w i t h  s i m i l a r  data  f o r  c o n t r a c e p t i v e  products .  The annual c o n t r i b u t i o n  

o f  t h e  non-con t racep t i ve  products  ranged f rom 2.9 pe rcen t  i n  1983 t o  11.9 

pe rcen t  i n  1982. These d i f f e r e n c e s ,  o f  course,  m a i n l y  r e f 1  e c t  d i f f e r e n c e s  

i n  t h e  number o f  months d u r i n g  which t h e  non-con t racep t i ve  products  were 

a v a i l a b l e .  When these d i f f e r e n c e s  a r e  taken  i n t o  account,  i t  can be seen 

t h a t  t h e  mon th ly  d o l l a r  c o n t r i b u t i o n  o f  these products  was about  $15,249 i n  

1981, r o s e  s l i g h t l y  i n  1982 b u t  d e c l i n e d  n o t i c e a b l y  i n  1983. 

The l a t t e r ,  o f  course, r e f l e c t s  t h e  f a c t  t h a t  o n l y  two o f  t h e  s i x  

p roduc t  l i n e s  t h a t  were a v a i l a b l e  i n  1981 and 1982 were s t i l l  o f f e r e d  d u r i n g  

any o f  1983. More i m p o r t a n t  f o r  t h e  a n a l y s i s  i s  the  f i n d i n g  t h a t  t h e  r e l a t i v e  

mon th ly  c o n t r i b u t i o n  between 1981 and 1982 d e c l i n e d  marked ly  f rom a p romis ing  

18.5 pe rcen t  o f  a l l  P ro fami l  i a  CRS s a l e s  t o  14.9 percent .  T h i s  r e f l e c t e d  i n  

p a r t  t h e  modest growth i n  mon th ly  s a l e s  o f  non-con t racep t i ve  p roduc ts  f rom 

1981 t o  1982 ( a c t u a l l y  t h i s  growth d i d  n o t  exceed inc reases  i n  t h e  Col mbian 

p r i c e  index ) .  More so, however, i t  r e f l e c t e d  a  v e r y  r a p i d  growth i n  mon th ly  

c o n t r a c e p t i v e  p roduc t  s a l e s  which grew a lmost  44 pe rcen t  between the two years .  

(They grew ano the r  26 pe rcen t  i n  1983.) These data  suggest  c l e a r l y  t h a t  i f  

t h e r e  was excess c a p a c i t y  i n  t h e  system, as Profami l  i a  ' s  management be1 ieved  , 

S t r i c t l y  speaking these f i g u r e s  r e p r e s e n t  c o l l e c t i o n s  f rom t h e  d i s t r i b u t o r s .  



Table  2 

TOTAL CONTRACEPTIVE AND NON-NONTRACEPTIVE SALES REVENUES* 

I N  SOCIAL MARKETING PROGRAMS BY YEAR AND BY MONTH, 1931 -1 983, 

PROFAMI LIA, COLOMBIA 

1981 1982 1983 
Mon th l y  Annual Mon th l y  Annual q o n t h l y  Annual 

Con t racep t i ves  

Amount $67,078 $804,938 $ 96,372 $1 ,156,463 $121,754 $1,461,042 

Non-Contracept ives 

Amount 15,252 

% 18.5 

T o t a l  

Amount 

% 

*l U.S. D o l l a r  = 95 pesos 



i t  was being used u p  very rapidly by the rapid growth of the traditional 

contraceptive product 1 ines. 

The success or failure of individual product 1 ines over the period 

varied greatly among the categories as may be seen in the figures in Table 3. 

For example, between 1981 and  1982, there was a significant growth in average 

monthly sales for Nand01 of almost $1 300. However, this was more than offset 

by a drop in monthly sales of the other Pfizer product, Terramicina, of $6365 

(which bounced back t o  a level of $10,105 during the two months i t  was sold 

in 1983). Significant growth was also shown between 1981 and 1982 for diapers 

and distil led water b u t  these gains must be seen more as a result of the fact 

that these products had barely begun t o  sell in 1981. Diapers were discontinued 

in August of 1982. However, average monthly sales for distil led water continued 

t o  grow in 1983 by 57 percent over 1982. Monthly sales for b o t h  sanitary napkins 

and disposable syringes grew in 1982 over 1981 b u t  these products were also 

termi na ted . 
'The reasons for the termination of four product lines in 1982 and one in 

1983 reflect market factors that were different in each case. 

1 .  Disposable Syringes were the f i r s t  products t o  be discontinued a t  the end 

of February 1982. Stated very simply, this product had been falling off in 

unit and dollar sales per m o n t h  rather dramatically (as shown in Table 3) as a 

resul t of increased smuggl ing of disposa bl e syringes produced in other countries. 

The dramatic downward pressure on prices can be seen in TabTe 4. In 1981, 

Profamilia received 9,126 pesos for a box of 100 syringes. The costs of 

purchasing the product and the estimated costs of carrying inventory, paying 

taxes and commissions and various other expenses were approximately 6.90 pesos 



Tab le  3 

NON-CONTRACEPTIVE PRODUCT SALES BY PRODUCT. 1981 TO 1983 

PROFAMILIA, COLOMBIA 

1981 1982 1983 
W D l o  l a r s *  C(o- per Un i t s  Do l la rs *  Clonths Un i t s  p e r  $ per  Uni ts  Do l la rs *  h n t h s  Uni t i p p i ( p e r  

Sold k n i h  &nth Sold %nth Month Sold E b n t l ~  Honi t~ 

Ndndol 5718 $10.269 8 715 $ 1.284 17675 $ 30.640 12 1470 $ 2.553 - - - - 
(Boxes o f  100) 

Terramicina 42104 59,251 5 8421 11.850 44332 65.826 12 3694 5.485 12928 $20.209 2 6464 $10,105 
(Boxes o f  100) 

Sdr~ i td ry  Napkins 201 4,631 5 40 926 700. 18.165 10 70 1.817 - - - - 
(Boxes o f  72 Packets) A 

tn 

Disp. Diapers 43 1.466 2 22 733 675 20.542 8 84 2.568 - - - - 
(Boxes o f  24 Bays) 

Disp. Syringes 22700 2.181 9 2522 242 9500 7 54 2 4750 377 - - - - - 
(Boxes of 100) 

D is t .  Water (2 all) 160 331 2 80 256 3943 8.211 12 329 684 5777 12.877 12 481 1.073 
(Boxes o f  100) 

D is t .  Water (5 all) 39 10 1 2 20 51 2131 6,095 12 178 508 3409 11.136 12 284 928 
(Boxes o f  100) 

TOTAL $78729 i iarfi!ii2t~-fi502-33 1 0 5 7 5 3 , 9 9 2  344.222 7229 $12,104 

t 
1 U.S. D o l l a r  = 95 Pesos 



fo r  t h e  2% cm. s y r i n g e  and 7.90 f o r  the  5  cm. s y r i n g e  (see Table 4 ) .  Thus, 

i n  1981, some p r o f i t  was be ing made. However, i n  1982, t h e  average p r i c e  

c o l l e c t e d  by Profami l  i a  had f a l l e n  t o  7.543 pesos which was c l o s e  to ,  i f  n o t  

below, c o s t .  Profami l  i a ' s  d e c i s i o n  t o  abandon t h e  p roduc t  was c l e a r .  The 

f i r m  was l e f t  w i t h  a  l o t  o f  i n v e n t o r y  b u t  t h i s  was absorbed i n t o  t h e  c l i n i c  

program. 

2. Disposable Diapers.  The second p roduc t  t o  be dropped, d i sposab le  

d iapers ,  was abandoned f o r  f o u r  reasons. F i r s t ,  t h i s  product  had many compet- 

i t o r s  i n  t h e  market p lace  (es t imated a t  20 o r  more) and t h e r e  was c o n s t a n t  

p r i c e  c u t t i n g  depending on  who had t h e  o l d e s t  (and t h e r e f o r e  cheapest) s tock  

o r  who was most aggress ive and w i l l  i n g  t o  take  t h e  l e a s t  p r c f i t .  Pro fami l  i a ' s  

drugg is t -customers c a r r i e d  o n l y  one o r  two brands o f  d iapers  and were q u i t e  

prepared t o  s w i t c h  t o  whoever c u r r e n t l y  o f f e r e d  t h e  bes t  p r i c e .  Th is  i n c l u d e d  

o t h e r  whol esal  e r s  c a r r y i n g  t h e  same brand. (P ro fami l  i a  d i d  n o t  have e x c l u s i v e  

d i s t r i b u t i o n . )  Second, P r o f a m i l i a  f e l t  i t  d i d  n o t  have any leve rage  i t  c o u l d  

e x e r t  on t h e  d r u g g i s t s  t o  keep them l o y a l  when Profami l  i a ' s  p r i c e s  were 

t e m p o r a r i l y  o u t  o f  1  ine .  Other whol e s a l e r s  w i t h  broader 1  i c e s  apparen t l y  f rom 

t i m e  t o  t ime were successfu l  i n  h o l d i n g  customers by t h r e a t e n i n g  t o  w i t h h o l d  

o t h e r  products  they  o f f e r e d  i f  t h e  customer s t rayed.  Profami l  i a  cons idered 

u s i n g  i t s  c o n t r a c e p t i v e  1  i n e s  as sources o f  pressure s i n c e  i t  held  perhaps 

60 percent  o f  t h e  p i l l  market  and 95+ percent  o f  t h e  condom market.  However, 

t h i s  s t r a t e g y  was cons idered t o  be a g a i n s t  t h e  f i r m ' s  p r i n c i p l e s ,  i n  p a r t  

because w i t h h o l d i n g  product  m i g h t  mean some f a m i l  i e s  would be inconvenienced, 

perhaps depr ived,  o f  t h e  con t racep t i ves  they  needed. 



T h i r d ,  because o f  t h i s  i n t e n s e  p r i c e  compet i  t i o n ,  P r o f n m i l  i a  was a c t u a l  l y  

l o s i n g  s u b s t a n t i a l  money on t h e  1  i n e  i n  1982 ( T a b l e  4 ) .  Returns  i n  1982 f e l l  

t o  2891 pesos p e r  box o f  100 versus  3239 i n  1981 a g a i n s t  c o s t s  o f  a p p r o x i m a t e l y  

3180 p e r  box. F i n a l l y ,  t h e  s i m p l e  - b u l k  o f  t h e  p r o d u c t  was a problem. I t  j u s t  

t o o k  up much more space i n  d e l i v e r y  t r u c k s  and warehouses t h a n  was o r i g i n a l l y  

es t ima ted .  C a r r y i n g  c o s t s  f o r  t hese  i t ems  were g r e a t e r  t h a q  o r i g i n a l l y  

es t ima ted .  

3. S a n i t a r y  Napkins.  T h i s  Johnson and Johnson p r o d u c t  was dropped approx-  

i m a t e l y  two months l a t e r  f o r  t h e  same fou r  reasons:  i n a b i l i t y  t o  be p r i c e  

c o m p e t i t i v e ,  i n a b i l  i t y  ( o r  u n w i l l  ingness)  t o  p ressu re  d r u g g i s t s  t h r o u g h  o t h e r  

1  i n e s ,  l o w  p r o f i t s  and excess i ve  b u l k .  The e f f e c t  o f  p r i c e  c o m p e t i t i o n  on 

r e t u r n s  f o r  s a n i t a r y  napk ins  was a p p a r e n t l y  n o t  as seve re  a: f o r  d i a p e r s .  

Re tu rns  i n c r e a s e d  somewhat i n  1982 ove r  1981 and i n  b o t h  cases were above c o s t s  

T h i s  may e x p l a i n  why t h e  l i n e  was k e p t  on somewhat l o n g e r  t l a n  d i a p e r s .  

4. Nandol.  The f i r s t  o f  t h e  P f i z e r  p r o d u c t s  t o  be dropped was Nandol wh ich  

was e l i m i n a t e d  a t  t h e  end o f  1982. The m a j o r  problem he re  was t h a t  t h e  1 0  

p e r c e n t  s p e c i a l  d i s c o u n t  g i v e n  t o  P r o f a m i l i a  by P f i z e r  was d i s c o n t i n u e d  f o r  

b o t h  Nandol and T e r r a m i c i n a .  P f i z e r  c la imed  t h a t  a  m a j o r  d i s t r i b u t o r  had 

l e a r n e d  o f  t h e  d i s c o u n t  t o  P r o f a m i l i a  and t h r e a t e n e d  t o  d r o p  a l l  o f  P f i z e r ' s  

p roduc ts  i f  t h e  s p e c i a l  d i s c o u n t  was n o t  e l i m i n a t e d .  Sa les  pe r  month f o r  Nandol 

had been g row ing  i n  1982 ( s e e  Tab le  3 ) .  However, as  no ted  i n  Tab le  4, r e t u r n s  

pe r  box o f  100 f e l l  t o  t h e  l e v e l  o f  P r o f a m i l i a ' s  c o s t s .  A t  t h e  end o f  t h i s  

ven tu re ,  i t  was P r o f a m i l  i a ' s  f e e l i n g  t h a t  i t  had he lped i n t r o d u c e  Nandol and 

g i v e n  i t  P r o f a m i l  i a ' s  back ing .  P roduc t  s a l e s  had grown and a t  t h e  p o i n t  P f i z e r  

had 1  e t  P r o f a m i l  i a  down by d r o p p i n g  t h e  c o s t  advantage. 



Table  4 

AVERAGE PRICE I N  PESOS RECEIVED BY 

PROFAMILIA FOR NON-CONTRACEPTIVE PRODUCTS 

1981 TO 1983 AND ESTIMATED COST I N  PESOS 

U n i t  Es t imated Cost  1981 1982 1983 

Nand01 Box o f  100 164-1 66 170.61 164.68 - 
Terramic i n a  Box o f  100 127-1 33 133.69 141.06 148.50 

S a n i t a r y  Napkins Box o f  72 
Packets 21 16-2247 21 88.56 2465.28 - 

Disp.  D iapers  Box o f  24 
Bags 31 80 3238.60 2891 .06 - 

Disp.  Sy r inges  Box o f  100 6.90-7.90 9.126 7.543 - 
D i s t .  Water ( 2  cm) Box o f  100 140-1 49 196.50 197.82 21 1.76 

D i s t .  Water ( 5  cm) Box o f  100 191 -200 236.92 271.73 310.32 



5. Terramic ina.  I t  was n o t  s u r p r i s i n g  t h a t  Te r ramic ina  was dropped r e l a t i v e l y  

soon a f t e r  i n  February o f  1983. I t s  u n i t  and do1 1  a r  s a l e s  had fa1  l e n  s i g n i  f- 

i c a n t l y  ( d e s p i t e  f i n d i n g  an  unexpected second marke t  f o r  t h e  p roduc t  as an 

a n t i b i o t i c  t o  c o n t r o l  d i a r r h e a  i n  ch ickens ! ) .  Returns per   nit were always 

v e r y  c l o s e  t o  P ro fami l  i a ' s  c o s t s .  Given t h e  s h r i n k i n g  o f  the  o v e r a l l  non- 

c o n t r a c e p t i v e  p roduc t  1  i n e  and t h e  s a l e s f o r c e ' s  p re fe rence  f o r  mu1 t i p l e  brands 

from a  s i n g l e  s u p p l i e r ,  i t  was n o t  s u r p r i s i n g  t h a t  t h e  p r o d ~ c t  was d e l e t e d .  

I n  t h e  end, t h e  p roduc t  was seen by P r o f a m i l i a  as caus ing  a  good dea l  o f  

t r o u b l e  and n o t  r e t u r n i n g  any c o n s i d e r a b l e  p r o f i t  t o  t h e  company. 

6. D i s t i l l e d  Water. The one p roduc t  t h a t  has been r e t a i n e d  i s  d i s t i l l e d  

water .  As can be seen f rom Tables 3 and 4, t h i s  i s  a  p roduc t  f o r  wh ich Pro- 

f a m i l  i a  i s  making a  s u b s t a n t i a l  p r o f i t  per  u n i t  and f o r  which s a l e s  have been 

i n c r e a s i n g  s y s t e m a t i c a l l y  o v e r  the t h r e e  years  i n  which the p roduc t  has been 

o f f e r e d .  The p r i n c i p a l  e x p l a n a t i o n s  o f f e r e d  f o r  t h e  success o f  t h i s  l i n e  

a r e  t h a t  ( a )  P r o f a m i l i a  had e x c l u s i v e  r i g h t s  t o  t h e  d i s t i l l e d  water products  

o f  t h i s  s t r u g g l i n g  manufacturer  and thus was n o t  competing w i t h  o t h e r  d i s t r i b -  

u t o r s  o f  t h e  same 1  ine ,  ( b )  t h e  manufacturer  c o u l d  n o t  a r b i t r a r i l y  r a i s e  

p r i c e s  w i t h o u t  P ro fami l  i a ' s  concurrence,  and ( c )  i t  met an i m p o r t a n t  marke t  

need which has n o t  as y e t  been d u p l i c a t e d  by compet i to rs .  I n  the  past ,  comp- 

e t i t o r s  produced d i s t i l l e d  water  i n  g l a s s  c o n t a i n e r s  which were a t  s e r i o u s  

r i s k  o f  breakage f o r  consumers and f o r  d i s t r i b u t o r s .  The l a t t e r  a p p a r e n t l y  

p a r t i c u l a r l y  apprec ia ted  t h e  i n n o v a t i o n .  



Profami 1  i a  ' s  Assessment 

I n  summary, P ro fami l  i a  management i s  o f  t h e  o p i n i o n  t h i l t ,  f o r  a t  l e a s t  

f i v e  o f  t h e  s i x  p roduc ts  t h e y  t r i e d ,  t h e  p roduc ts :  

1 .  Were t o o  f a r  removed f rom t h e  ( c o n t r a c e p t i v e )  marke ts  P r o f a m i l i a  

knew best ;  

2 .  Subjec ted P r o f a m i l i a  t o  c o n d i t i o n s  i t  d i d  n o t  fu1 l .y  a n t i c i p a t e  

(e.g., excess i ve  p r i c e  c o m p e t i t i o n ,  m a n u f a c t u r e r ' s  removing s p e c i a l  

p r i c e  c o n s i d e r a t i o n s ,  and changes i n  t h e  r a t e  o f  smuggl ing) ;  

3. I n v o l v e d  t o o  much manager ia l  t i m e  and energy; 

4 .  Generated n o t  enough volume and p r o f i t  p a y o f f s  t o  j u s t i f y  even 

modest e f f o r t .  

Other  d e s i r a b l e ,  b u t  n o t  r e q u i r e d  c h a r a c t e r i s t i c s  i n c l u d e  t h e  

f o l l o w i n g :  

1. There i s  a  p a s t  work ing r e l a t i o n s h i p  w i t h  t h e  manu fac tu re r  so t h a t :  

a .  t h e r e  i s  mutua l  c o o p e r a t i o n  i n  deve lop ing  t h e  new ven tu re ;  

b. t h e  manu fac tu re r  can he1 p  "educate" P ro fami l  i a  m a r k e t i n g  
management and s t a f f  i n  a reas  u n f a m i l i a r  t o  them; 

c .  P ro fami l  i a  can  be c o n f i d e n t  o f  t h e  s i n c e r i t y  and e t h i c a l i t y  
o f  t h e  m a n u f a c t u r e r ' s  t r e a t m e n t  o f  them. 



2. There i s  a  use f o r  the  p roduc t  i n  e x i s t i n g  c l i n i c  o p e r a t i o n s  t o  

m in im ize  the downside r i s k  i f  t h e  ven tu re  f a i l s .  

Pro fami l  i a  execu t i ves  suggest  t h a t  t h e y  would 

c o n t r a c e p t i v e  products  i n  f u t u r e  o n l y  i f  they  met t h e  f o l l o w i n g  c r i t e r i a :  

1. P ro fami l  i a  should have a  d i f f e r e n t i a l  advantage w i t h  d r u g g i s t s  

due t o  one o r  more o f  t h e  f o l l o w i n g :  

a. e x c l u s i v e  d i s t r i b u t i o n  r i g h t s  t o  a  d e s i r e d  product ;  

b. e x p e r t i s e  i n  t h e  p roduc t  area ( i  .e., a  d i r e c t  r e l a t i o n s h i p  
w i t h  c o n t r a c e p t i o n )  where Pro fami l  i a ' s  know1 edge and 
r e p u t a t i o n  can persuade d r u g g i s t  t o  c a r r y  i t s  products  r a t h e r  
than c o m p e t i t o r s  ' ; 

c .  a  p r i c e  advantage over  c o m p e t i t i o n .  

2 .  There should n o t  be many c o m p e t i t o r s  and t h e r e f o r e  l i m i t e d  p r i c e  

compet i t i on .  

3. P ro fami l  i a  should have a  1  ong-term commitment f rom the  manu fac tu re r  

so t h a t  P r o f a m i l i a  i s  n o t  i n  t h e  p o s i t i o n  o f  b u i l d i n g  a  market  u s i n g  

i t s  r e p u t a t i o n  o n l y  t o  have t h e  market  taken away by t h e  manufacturer  

a t  a  l a t e r  t ime. 

4. The p roduc t  shou ld  be c l o s e l y  enough r e l a t e d  t o  p resen t  products  

and s e r v i c e s  such t h a t  management would n o t  have t o  l e a r n  about  

and opera te  i n  u n f a m i l i a r  markets .  

5. Margins and p r o j e c t e d  volume should be h i g h  enough t o  j u s t i f y  t h e  

added e f f o r t .  

6. A l l  p roducts  should meet P r o f a m i l i a ' s  h i g h  standards f o r  qua1 i t y  

and bear no r i s k  f o r  Pro fami l  i a ' s  n a t i o n a l  r e p u t a t i o n .  



POPULATION DEVELOPMENT ASSOCIATES, THAILAND 

I n  Tha i land,  P o p u l a t i o n  and Development Assoc ia tes  (PDA) has added 

non-con t racep t i ve  p roduc ts  i n  much t h e  same manner as P r o f a n i l i a .  However, 

i t  has taken  a  v e r y  d i f f e r e n t  approach t o  t h e  o v e r a l l  g rowth  i ssue ,  f o c u s i n g  

on o r g a n i z a t i o n a l  expansion o u t  o f  i t s  o r i g i n a l  f a m i l y  p l a n n i n g  base. PDA's 

s t r a t e g y  f o r  t h i s  development has evo lved i n t o  a  r e l a t i v e l y  c o h e r e n t  

c o n c e p t u a l i z a t i o n .  The s teps  i t  has taken  t o  implement t h e  s t r a t e g y  s i n c e  

1978 appear, w i t h  seve ra l  excep t ions ,  t o  have been re1a t i ve :y  success fu l  . 
As documented i n  a  r e c e n t  r e p o r t  by Smith, L o u i s  and  rucke en miller,' 

PDA c u r r e n t l y  markets  two c o n t r a c e p t i v e  p r o d u c t  1  i nes i n  two d i f f e r e n t  ways. 

The v e r y  h e a r t  of PDA i s  i t s  community-based d i s t r i b u t i o n  a r ~ d  development 

system. T h i s  system opera tes  i n  157 o f  T h a i l a n d ' s  620 d i s t r i c t s  under  two 

programs. E i g h t y  d i s t r i c t s  a r e  suppor ted and managed th rough  t h e  Fami ly  

P lann ing  Heal t h  and Hygeiene P r o j e c t  funded by USAID. An a d d i t i o n a l  seventy-  

seven d i s t r i c t s  a r e  managed under t h e  V i l l a g e  Fami l y  P lann ing  p r o j e c t .  T h i s  

p r o j e c t  was o r i g i n a l l y  suppor ted by IPPF and i s  now suppor ted by  PDA i t s e l f .  

I n  t h e  e n t i r e  157 d i s t r i c t s ,  t h e r e  a r e  approx ima te l y  10,200 v i l l a g e s  each 

w i t h  a  v i l l a g e  v o l u n t e e r .  These v o l u n t e e r s  were o r i g i n a l l y  screened and 

s e l e c t e d  t o  be t h e  key educator  and m o t i v a t o r  f o r  f a m i l y  p l s n n i n g  i n  t h e  

v i l l a g e  and t o  be a  suppl  i e r  o f  o r a l  c o n t r a c e p t i v e  p roduc ts  and condoms. I n  

t h e  10 yea rs  s i n c e  t h e  program s t a r t e d ,  v o l u n t e e r s  i n  s e l e c t e d  v i l l a g e s  have 

a l s o  been c a l l e d  upon t o  i n i t i a t e ,  c o o r d i n a t e  and even c a r r y  o u t  a  w ide range 

o f  non - fami l y  p l a n n i n g  p r o j e c t s .  Most o f  t hese  p r o j e c t s  i n b o l v e  e i t h e r  r u r a l  

development o r  f a m i l y  h e a l t h .  O p p o r t u n i t i e s  f o r  f u r t h e r  marke t  p e n e t r a t i o n  

th rough  t h e  d i s t r i b u t i o n  o f  o r a l  c o n t r a c e p t i v e s  th rough  t h e  CBD p r o j e c t  a r e  

i n d i c a t e d  by t h e  d a t a  on s a l e s  f o r  t h e  1  a s t  f i v e  y e a r  a r e  r e p o r t e d  i n  Tab le  5. 

' ~ o b e r t  Smith, T e r r y  Lou is  and Rober t  D ruckenmi l l e r ,  Repor t  o f  F i e l d  T r i p ,  
February  8-21 , 1983, Washington, D .C. : The Fu tu res  Group, 1983. 



Table 5  

Oral  Con t racep t i ve  and Condom D i s t r i b u t i o n ,  

1979 t o  1983, PDA, Tha i land 

Ora l  Con t racep t i ve  
Oral  Cycles D i s t r i b u t e d  Revenues Generated Condom Sales  

U n i t s  % Change Baht % Change U n i t  % Change 

As Table 5  i n d i c a t e s ,  ove r  t h e  years,  revenues have grown f a s t e r  than u n i t  

sa les  p r i m a r i l y  as  a  r e s u l t  o f  a  s h i f t  i n  t h e  m ix  o f  p roduc t  sa les  among i t s  

t h r e e  brands, N o r i n y l ,  Eugynon and Ovos ta t  which s e l l  a t  5, 9  and 7  Baht r e s -  

p e c t i v e l y .  I t  i s  a l s o  t h e  case t h a t  b o t h  revenue and u n i t  s a l e s  have d e c l i n e d  

i n  r e c e n t  years .  Indeed, PDA has p r o j e c t e d  o n l y  an 8  pe rcen t  u n i t  g rowth and 

a  9.25 pe rcen t  revenue growth i n  1984. 

Condom u n i t  sa les  i n  t h e  CBD p r o j e c t  f o r  t h e  l a s t  f o u r  years  a r e  

a l s o  r e p o r t e d  i n  Tab le  5. Revenue f i g u r e s  a r e  i d e n t i c a l  t c  t h e  u n i t  s a l e s  

f i g u r e s  s i n c e  each Mechai brand condom s e l l s  f o r  1  Baht. C l e a r l y ,  CBD condom 

s a l e s  a r e  n o t  growing. I n  p a r t ,  t h i s  i s  a  r e s u l t  o f  t h e i r  l ow  p o p u l a r i t y  i n  

t h e  v i l l a g e s  and i n  p a r t  as a  r e s u l t  o f  g rowth i n  the  a c c e ~ t a n c e  o f  o t h e r  

methods. 



A t  t h e  p resen t  t ime, s u p p l i e s  o f  b a s i c  commodit ies a r e  p rov ided  a t  no 

c o s t  by t h e  Tha i land  M i n i s t r y  o f  Hea l th .  PDA es t ima tes  tha.: a f t e r  pay ing com- 

m i s s i o n s  t o  d i s t r i b u t o r s  and t h e i r  s u p e r v i s o r s  and pay ing o p e r a t i n g  c o s t s ,  

c o n t r a c e p t i v e  s a l e s  i n  t h e  CBD V i l l a g e  Fami ly  P lann ing p r o j e c t  (77 d i s t r i c t s )  a r e  

b r e a k i n g  even b u t  t h e  Fami l y  P lann ing  H e a l t h  and Hygiene P r o j e c t  i s  n o t  

as y e t .  

Con t racep t i ve  s a l e s  a r e  a l s o  made by PDA through a  second t r a d i t i o n a l  

c o n t r a c e p t i v e  r e t a i l  s a l e s  (CRS) program. Th is  program uses a  s u p e r v i s o r  and 

t h r e e  s a l a r i e d  sa lespeople  t o  s e l l  two condom brands (Rainbow and Super Th in )  

t o  approx ima te ly  1750 pharmacies i n  urban areas.  Sa les  f o r  these brands f o r  

t h e  1  a s t  t h r e e  years  a r e  as f o l l o w s :  

U n i t  Sales % Change 

1981 4,358,736 ---- 
1982 3,393,936 - 22.1 

The s u b s t a n t i a l  d e c l i n e  i n  u n i t  sa les  i n  1982 was due t o  t h e  i n t r o d u c t i o n  i n t o  

t h e  m a r k e t  o f  a l o w e r  p r i c e d  c l o s e  copy o f  PDA's Rainbow brand by Planned 

Parenthood o f  Thai lar id (PPAT). U n i t  sa les  increased i n  1983 b u t  revenues d i d  

no t .  Th is  was due t o  lowered p r i c e s  t o  d r u g g i s t s  t o  meet p r i c e s  o f  o t h e r  

c o m p e t i t i v e  products .  

P r i c e s  and m a r k e t i n g  c o s t s  o f  t h e  two PDA condom brands i n  the  CRS system 

a r e  as f o l l o w s :  



Rainbow 

( u n i t s  o f  3 )  

P r i c e  t o  Consumer 5.000 Baht  

P r i c e  t o  D r u g g i s t s  3.625 

Gross Marg in  1.375 

Costs 

Product  

Packaging .427 

Marke t ing  .7 29 

TOTAL 1  . I 5 6  

Ne t  P r o f i t  .219 

Super T h i n  

( u n i t s  o f  3 )  

10.000 Baht  

( *Product  suppl  i e d  f r e e  f rom M i n i s t r y  o f  Heal t h )  

A t  t h e  p r e s e n t  t ime  i t  i s  es t ima ted  t h a t  s a l e s  were d i v i d e d  abou t  80 p e r c e n t '  

t o  Rainbow and 20% t o  Super T h i n  y i e l d i n g  an o v e r a l l  c o n t r i b u t i o n  t o  PDA i n  

1983 o f  232,300 Baht  f rom Rainbow and 22,000 Baht  f rom Super Th in .  

Growth A1 ternatives 

As a1 ready  i n d i c a t e d ,  t h e  p o t e n t i a l  f o r  g rowth  w i t h i n  f a m i l y  p l a n n i n g  

i t s e l  f i s  1  i m i  t e d  even when one i n c l u d e s  c l  i n i c a l  and m o b i l e  vasectomy 

programs. PDA has determined t h a t  i f  i t  were t o  deve lop growth  o p p o r t u n i t i e s  

o u t s i d e  i t s  t r a d i t i o n a l  f a m i l y  p l a n n i n g  these shou ld  be based wherever p o s s i b l e  

on PDA's major  assets : '  

'see Tanotha i  Sookdhis, " R a t i o n a l e  Behind CBD and P o t e n t i a l  I n t e g r a t i o n :  I t s  
Approaches ," The As ian Center ,  P o p u l a t i o n  and Communi t y  Development A s s o c i a t i o n .  



1 PDA's p resen t  personnel  and t h e i r  s k i l l s  

a. CBD exper ts /consu l  t a n t s  

b. Heal t h  p r o f e s s i o n a l  s  

c .  Rura l  development e x p e r t s  

d. Vo lunteers  i n  10,400 v i l l a g e s  

e. Researchers 

f. Soc ia l  marke t ing  advertisers/educators/promoters 

2. PDA's r e p u t a t i o n  as the  c o u n t r y ' s  l e a d e r  i n  f a m i l y  p lann ing ;  

3. T h e i r  d i r e c t o r ' s  a b i l i t y  t o  b r i n g  a t t e n t i o n  t o  soc -a1  marke t ing  

i ssues  and g a i n  p o l i t i c a l  and popu la r  suppor t ;  

4. PDA's i n - p l a c e  network o f  CBD vo lun tee rs ;  

5. PDA's non-government independent s t a t u s .  

1. Product  and S e r v i c e  Extens ions 

a. T r a d i t i o n a l  Household Products  

As i n  t h e  Colombian p r o j e c t ,  i n  1978 PDA dec ided  t o  market  a  l i n e  o f  

47 household p roduc ts  such as bandages, non-p resc r i  p t i o n  drugs,  and the  1  i ke. 

PDA d i f f e r e d  f rom Colombia i n  t h a t  t h i s  l i n e  was d i s t r i b u t e d  through t h e  CBD 

program and n o t  t h e  CRS program. The l i n e  ex tens ion  was c a r r i e d  o u t  w i t h o u t  - 
donor suppor t  and was n o t  cons idered 1  i k e l y  t o  be a  ma jo r  source o f  revenue 

by PDA. The products  were o f f e r e d  as a  convenience t o  t h e  ' local  v o l u n t e e r  

d i s t r i b u t o r  and t o  h i s  o r  her  v i l l a g e .  An e v a l u a t i o n  o f  t h e  Fami ly  P lann ing  

H e a l t h  and Hygiene p r o j e c t  i n  t h e  s p r i n g  o f  1981' found t h a t  o f  21 CBD d i s t -  

r i b u t o r s  i n t e r v i e w e d ,  1 0  c a r r i e d  o r a l  r e h y d r a t i o n  s a l t s ,  12 c a r r i e d  v i t a m i n s ,  

r wan-~wa Marn ie  Chen and John Far ley ,  An E v a l u a t i o n  o f  the  Fami l y  P lann ing  
H e a l t h  and Hygiene P r o j e c t  o f  t h e  Community-Based Fami ly  P lann ing  Serv i ces ,  
Tha i land,  USAID, A p r i l ,  1981 . 



3 c a r r i e d  a n t i h e l m i n t e s ,  and 7  c a r r i e d  o t h e r  PDA drugs.  I n  a d d i t i o n ,  f o u r -  

teen c a r r i e d  non-PDA drugs.  One d i s t r i b u t o r  i n t e r v i e w e d  i n  1984 s t a t e d  t h a t  

he d i d  n o t  c a r r y  t h e  PDA i t sms  s i n c e  t h e  v i l l a g e r s  p r e f e r r e d  shopping f o r  

such i tems  i n  t h e  nearby town where assortments were broade-. By 1983, 

PDA had narrowed t h e  household p roduc t  l i n e  t o  20 o f  the  most popular  i tems 

(see Table 6 ) .  Sales, PDA revenues and purchase c o s t  f i g u r e s  f o r  t h e  house- 

ho ld  products  f rom 1978 t o  1983 a r e  repor ted  i n  Table 7. As can be seen i n  

Table 7, r e t a i l  sa les  o f  household products  a f t e r  1978 (when t h e  program was 

n o t  i n  o p e r a t i o n  f o r  a  f u l l  year )  have f l u c t u a t e d  between about 200,000 and 

270,000 Baht.  Net p r o f i t s  t o  PDA i n  t h e  l a s t  t h r e e  years  have been about  

13.8 pe rcen t  r e f l e c t i n g  r e l a t i v e l y  good purchase p lann ing  bay PDA i n  a  r i s i n g  

c o s t  market .  P r o f i t s  as r e p o r t e d  here  were h i g h e r  i n  e a r l i e r  years  s i n c e  

products  donated by USAID o r  purchased by PDA were n o t  inc luded.  

S t i l l ,  i n  r e c e n t  years  PDA's r e t u r n  has o n l y  averaged around 30,000 Baht 

o u t  o f  which must come a d d i t i o n a l  cos ts  f o r  a c q u i s i t i o n ,  record-keeping,  

t r a n s p o r t a t i o n  and o t h e r  hand l ing  expenses. Even i g n o r i n g  such costs ,  t h e  

t o t a l  r e t u r n  t o  PDA f o r  these non-cont racept ive products  i s  o n l y  about  $1 350 

U.S. T h i s  r e t u r n  w i l l  p robably  now be c u t  i n  h a l f  s i n c e  i n  e a r l y  1984 d rug  

c o s t s  increased and PDA has decided t h a t  t o  remain p r i c e  competitive i t  must 

reduce i t s  gross marg in  t o  25 percent  by c u t t i n g  o u t  5  pe rcen t  o f  t h e  d i s t -  

r i b u t o r ' s  commission and 5 percen t  o f  i t s  own n e t  p r o f i t .  Th is  should mean 

t h a t  t h e  household products  w i l l  be n e t  l o s e r s .  I t  may a1 so be t h a t  t h e  

lower commissions t o  t h e  d i s t r i b u t o r s  w i l l  reduce t h e i r  sa les  enthusiasm a l s o .  

b. I n n o v a t i v e  Hea l th  Care Products 

As i s  the case w i t h  some o t h e r  CSM p r o j e c t s ,  PDA has been e x p l o r i n g  

t h e  possi  b i l  i t i e s  o f  marke t ing  o r a l  r e h y d r a t i o n  sa l  t s  and a  food supplement, 

f i s h  powder. 



Table  6 

LIST OF HOUSEHOLD 

DRUG AND RELATED PRODUCTS, PDA, THAILAND 

MARCH 1984 

I tem 
P r i c e  
(Baht )  

P r i c e  
(Baht )  

Stomach M i x t u r e  6.00 Bandage 2.75 

Sodami n  t Ta b l  e  t s  .50 P i p e r a z i n e  C i  t r a t e  E l  i x i r  7 .OO 

Sul faquan id ine  Tab1 e t s  5 .OO Mu1 t i v i t a m i n  Tab1 e t s  3.00 

Phtha lysu l  f a  t h i a z o l  e  
T a b l e t s  4.50 Analges ic  Balm 

Co lo rqu ine  Phosphate 
Tab1 e t s  4.00 Oral  Rehydrat ion S a l t  

A s p i r i n  T a b l e t s  1  .OO Kal b i n  M i x t u r e  6.50 

A.P.C. Tab le ts  1.50 Cough Syrup 4.00 

Thimerosal T i n c t u r e  2.50 Brown M i x t u r e  5.00 

Merbromi n  S o l u t i o n  2.00 Sul facetamide Eye Drops 5 .OO 

Cot ton Wool 3.00 W h i t f i e l d ' s  Ointment 1 .50 



Oral rehydration s a l t s  (ORS) has not t o  da te  been par t icular ly  successful 

as  part of the C B D  system because of i t s  poor t a s t e  and a l3rge,  and wasteful 

package s i ze  and because of a  lack of understanding of the ro le  of the product 

in the v i l lages .  Under a grant  from the Program for the Introduction and 

Adaptation of Contraceptive Techno1 ogy (PIACT), PDA's research and development 

g r o u p  i s  in the second stage of a  market research and tes t ing  project  fo r  ORS. 

A lemon c i t r a t e  formulation has already been found t o  be qui te  acceptable. A 

new, smaller package has been designed and a n  explanatory brochure and point- 

of-sale display piece have been developed. A new price s t ructure  i s  planned 

that  will increase the per-gram cost  of the product and th is  has been found to 

be acceptable t o  consumers. A n  innovative s t ep  PDA i s  taking i s  to position 

the ORS product as  a drink n o t  only for  diarrheal problems of infants  b u t  a lso 

for  adul ts  with "energy loss ."  Market tes t ing  of the new s t ra tegy evaluating 

various media a1 ternatives (primari ly posters)  i s  now underway. 

Under a g r a n t  from a Norwegian f i s h  cooperative, Norsildmel, PDA i s  a l so  

tes t ing  v i l l a g e r s '  reactions and 1 ikely use of powdered f i s h  a s  a protein sup- 

plement. Tests a r e  being conducted with samples of 20 households each in 4 

rural  v i l l ages  and 2 areas i n  Bangkok. Prel iminary r e s u l t s  Trom t h i s  t e s t  

will be completed in May of 1984. PDA i s  considering the poss ib i l i ty  of 

producing the powder local ly  in Thai1 and. 

c .  Promotional Products 

PDA has developed a number of promotional products over the years 

primarily a s  a menas of promoting PDA and the adoption of family planning. 

These products which a r e  known a t  PDA as  "fund-raising products" include: 

key chains, "safe period" cal endars, c i g a r e t t e  1 ighters ,  socks, underwear, 

towels and T-shir ts .  A beer bot t le  opener i s  soon t o  be added. These 



products  a r e  s o l d  th rough  t h e  CBD system and wherever e l s e  'DA has a  c l i n i c  

o r  c e n t e r  o r  s e t s  up a  temporary d i s p l a y  (e.g., a t  t h e  K i n g ' s  B i r t h d a y  

c e l e b r a t i o n ) .  A1 though an a t t e m p t  was made t o  s e l l  some o f  t h e  p roduc ts  

th rough  t h e  CRS system, d r u g g i s t s  were d i s s a t i s f i e d  by t h e  l a c k  o f  b r e a d t h  

i n  t h e  T - s h i r t  1  i ne .  Sales o f  t h e  f u n d - r a i s i n g  p roduc ts  ha-re been growing 

r a p i d l y  i n  r e c e n t  yea rs  b u t  PDA does n o t  f e e l  i t  wants t o  compete w i t h  major  

marke te rs  i n  these c a t e g o r i e s .  I t  i s  c o n t e n t  t o  a c c e p t  whatever revenues come 

i n  b u t  i n  l a r g e  measure c o n s i d e r s  s a l e s  mere l y  as  ev idence o f  l e v e l s  o f  

pub1 i c i  ty. However, because marg ins  f o r  t hese  i tems a r e  c o n s i d e r a b l y  h i g h e r  

than  f o r  t r a d i t i o n a l  household products ,  i n  1983 t h e  p romot iona l  p roduc ts  

c o n t r i b u t e d  abou t  e i g h t  t imes  t h e  n e t  p r o f i t s  t o  PDA as d i d  t h e  household 

products .  

2. Market  Expansion 

PDA has under taken two ma jo r  e f f o r t s  t o  c a r r y  i t s  e x i s ? i n g  p roduc ts  

and s e r v i c e s  t o  new markets.  These two p r o j e c t s  a r e :  ( a )  t h e  As ian  Center  

f o r  P o p u l a t i o n  and Community Development and ( b )  The Schoo'l and Community 

Heal t h  program. 

The A s i a n  Center  a t  PDA was e s t a b l i s h e d  i n  1979 a s  a  response t o  t h e  

need o f  o t h e r  c o u n t r i e s  f o r  a d v i c e  and a s s i s t a n c e  i n  c o n t r a c e p t i v e  s o c i a l  

marke t i ng .  O r i g i n a l l y ,  t h e  Center  focused o n l y  on f a m i l y  p ' lanning b u t  as 

PDA broadened i t s  i n t e r e s t s ,  by 1980-81 t h e  Center  a1 so was beg inn ing  t o  

o f f e r  a d v i c e  on r u r a l  development. A t  t h e  p r e s e n t  t ime,  t h e  Center  genera tes  

revenues i n  t h r e e  ways th rough  ( a )  v a r i o u s  fo rmal  t r a i n i n g  programs (8  a r e  

p lanned f o r  1984); ( b )  d i r e c t  o n - s i t e  t e c h n i c a l  a s s i s t a n c e ;  ( c )  c o n t r a c t s  

f o r  genera l  consul  ti ng se rv i ces ,  p r e p a r a t i o n  o f  communications m a t e r i a l  s, 

and research  and e v a l u a t i o n  s t u d i e s  i n  o t h e r  c o u n t r i e s .  



Since 1979, t h e  Center  has r u n  a l s o  t h r e e  types o f  in -house courses,  

General,  I n t e n s i v e  and S p e c i f i c ,  f o r  450 p a r t i c i p a n t s  f rom 30 c o u n t r i e s  as 

we1 1  as conduc t ing  o r i e n t a t i o n s ,  workshops, e t c .  f o r  ano the r  3500 v i s i t o r s  

t o  Tha i l and .  Revenues f rom these sources have proved t o  be s i g n i f i c a n t  b u t  

PDA a l s o  sees t h e  C e n t e r ' s  s a l e s  as  a  measure o f  PDA's growing i n t e r n a t i o n a l  

s t a t u r e  i n  t h e  f a m i l y  p l a n n i n g  w o r l d .  

The School and Community Heal t h  Program p r e s e n t l y  serves two t a r g e t  

markets,  schoo ls  and f a c t o r i e s ,  w i t h  f i v e  s e r v i c e s  o r  products .  The s e r v i c e s  

a r e  a  p h y s i c a l  exam, a  p a r a s i t e  exam, a  book on p a r a s i t e  c o n t r o l ,  X-rays, and 

d e n t a l  c a r e  f o r  grades 1  th rough  6. Denta l  c a r e  i s  n o t  a v a i l a b l e  i n  f a c t o r i e s .  

Sales f i g u r e s  f o r  t h e  two t a r g e t  markets  a r e  g i v e n  i n  Tab le  7  f o r  1982 

and 1983. The 1983 f i g u r e s ,  however, a r e  a t y p i c a l  due t o  t h e  severe  f l o o d i n g  

i n  Bangkok wh ich  caused schoo ls  t o  be c l o s e d  f o r  many days. S ince,  i n  1983 

t h e  School and Community H e a l t h  U n i t  program o n l y  served f a c . t o r i e s  whenever 

t h e  schoo ls  were c losed,  t h e  f l o o d s  caused a  necessary s h i f t  i n  e f f o r t  

a l l o c a t i o n  f rom t h e  schoo ls  t o  t h e  f a c t o r i e s .  On t h e  o t h e r  hand, t h e  p h y s i c a l  

exam f i g u r e s  f o r  f a c t o r i e s  i n  1982 was a l s o  a t y p i c a l  i n  t h a t  t h e y  a r e  i n f l a t e d  

by a  s p e c i a l  one-t ime c o n t r a c t  t o  PDA t o  conduc t  p h y s i c a l  exams f o r  workers  

o f  one p a r t i c u l a r  company abou t  t o  be s e n t  t o  Saudi Arab ia .  O v e r a l l ,  because 

o f  r e l a t i v e l y  h i g h  c o s t s  f o r  t h e  p r o f e s s i o n a l  s t a f f  i n v o l v e c ,  t h e  School and 

Community H e a l t h  program b a r e l y  breaks even. However, i n  o r d e r  t o  i n c r e a s e  

i t s  revenue i n  1984 and beyond, t h e  School and Community He61 t h  program i s  

d i v i d i n g  i t s e l f  i n t o  two u n i t s ,  one f o r  schoo ls  and one f o r  f a c t o r i e s  and 

add ing s t a f f  t o  t h e  l a t t e r  so t h a t  f a c t o r i e s  can be served even when schoo ls  

a r e  open. PDA i s  a l s o  c o n s i d e r i n g  add ing  a  second book on p a r a s i t e  c o n t r o l  

i n  c a r t o o n  s t y 1  e  t o  t h e  program t o  se rve  t h e i r  school  t a r g e t  p o p u l a t i o n  s i n c e  

t h e  p r e s e n t  book i s  designed f o r  a d u l t s .  



T a b l e  7 

Revenues f o r  School and Community 

H e a l t h  Program, 1982 and 1983 ( i n  Bah t ) ,  PDA, T h a i l a n d  

Program 

P h y s i c a l  P a r a s i t e  P a r a s i t e  Den ta l  
Exam Exam Book X-Rays Exam T o t a l  

1982 - 
Sc hoo 1 765,270 200,300 82,650 2,840 322,660 1,373,720 

F a c t o r y  141,670 151,741 2,595 36,862 - - - 332,868 

TOTAL 906,940 352,041 85,245 39,702 322,660 1,706,588 

Sc hoo 1 624,820 152,020 47,060 

F a c t o r y  26,670 107,990 4,960 

TOTAL 651,490 260,010 52,020 



3.  D i v e r s i f i c a t i o n  

I t  i s  i n  t h e  area o f  d i v e r s i f i c a t i o n  -- deve lop ing  new p roduc ts  and 

s e r v i c e s  f o r  new m a r k e t s - - t h a t  PDA has been most  i n n o v a t i v e ,  I t  has e n t e r e d  

t h e  day-care  business,  t h e  r e s o r t  business,  t h e  food  m a r k e t - n g  bus iness and 

t h e  water  t a n k  c o n s t r u c t i o n  business.  A l l  o f  t hese  a r e  i n  some way r e l a t e d  

t o  i t s  c e n t r a l  a c t i v i t i e s  i n  f a m i l y  p l a n n i n g  and r u r a l  development. I n  

a d d i t i o n ,  PDA has c r e a t e d  an independent c o r p o r a t i o n  t o  pursue a  number of 

c o s t - s a v i n g  and d i v e r s i f i c a t i o n  s t r a t e g i e s .  

a. The Day Care Center  

A t  i t s  main Bangkok o f f i c e ,  PDA r u n s  a  day c a r e  c e n t e r  f o r  t h e  

c h i l d r e n  o f  PDA s t a f f  as  w e l l  as  f o r  t h e  c o n s t r u c t i o n  workers  i n v o l v e d  i n  

v a r i o u s  PDA b u i l d i n g  p r o j e c t s .  Wh i le  t h e  number o f  c h i l d r e n  l ooked  a f t e r  

v a r i e s  depending on c o n s t r u c t i o n  a c t i v i t y ,  t h e  c u r r e n t  number i s  abou t  60. 

A t  p resen t  PDA r e c e i v e s  a  smal l  c o n t r i b u t i o n  f rom pa ren ts  and i n d i v i d u a l  

bene fac to rs  t o  cover  o p e r a t i n g  c o s t s  o f  t h e  c e n t e r .  Howeverm, s i n c e  t h e  s t a f f  

i n c l u d e s  two teachers  and a  v o l u n t e e r  and t h e r e  a r e  a l s o  expenses f o r  food, 

t r a n s p o r t a t i o n  and p h y s i c a l  exams, t h e  p r o j e c t  p r e s e n t l y  i n i o l v e s  a  cons id -  

e r a b l e  l o s s  f o r  PDA. 

b. The Khoa Kor R e s o r t  

A f t e r  t h e  army c l e a r e d  t e r r o r i s t  o u t  o f  t h e  Khoa k.or r e g i o n  i n  n o r t h -  

e a s t  Tha i land,  a  group of p r i v a t e  i n v e s t o r s  was encouraged by t h e  government 

t o  c o n s t r u c t  a  r e s o r t  h o t e l  t h e r e .  Because o f  i t s  connec t i cns  w i t h  one o f  

these i n v e s t o r s ,  M r .  Agon, PDA t o o k  on t h e  r e s p o n s i b i  1  i t y  o f '  managing t h e  16- 

room h o t e l  u s i n g  exper ience  i t  had gained i n  food  o p e r a t i o n s  a t  t h e  re fugee 

camps (see be low) .  S ince  t h e  h o t e l  was opened i n  A p r i l  1982, i t  i s  t o o  e a r l y  



t o  judge whether t h i s  w i l l  be a  success fu l  e n t e r p r i s e  f o r  P3A. However, PDA 

has a l r e a d y  begun t o  deve lop  o t h e r  commun i t y -bu i l d ing  p r o j e c t s  i n  t h e  immed- 

i a t e  area o f  t he  r e s o r t  o f  t he  t y p e  i t  c u r r e n t l y  promotes elsewhere i n  

Tha i l and .  

c. The Food M a r k e t i n g  P r o j e c t  

I t  has been a  t y p i c a l  v e n t u r e  s t r a t e g y  a t  PDA t o  b e g i n  w i t h  a  smal l  

p r o j e c t  i n  a  p romis ing  a rea  p r e f e r a b l y  w i t h  o u t s i d e  agency suppor t ,  remove 

t h e  f l a w s  and, i f  successfu1,demonstrate t o  o t h e r s  how w e l l  PDA can hand le  

t h e  p r o j e c t .  I t  i s  a1 so a  comnon t a c t i c  t o  have new p r o j e c t s  i n  some way 

s u p p o r t  o l d  p r o j e c t s .  The F a i r  Marke t  Program i s  a  good example o f  t h i s  

s t r a t e g y .  When t h e  re fugee  problem f i r s t  emerged i n  Tha i l and ,  i t  was t h e  

b e l i e f  o f  some r e l i e f  agenc ies  t h a t  t he  food  r a t i o n s  p rov ided  by t h e  U n i t e d  

Na t ions  H igh Commission f o r  Refugees were inadequate.  I n  1980, th rough  a  

r e l a t i v e l y  smal l  c o n t r a c t  w i  t h  German-based Agro-Act ion ,  PDA began suppl y i  ng 

h i g h  qual  i t y  supp l  ementary food r a t i o n s  f o r  re fugees .  These r a t i o n s ,  whenever 

p o s s i b l e ,  were a c q u i r e d  f rom farmers  p a r t i c i p a t i n g  i n  PDA's CBD programs. I n  

1981, when t h e  UNHCR c o n t r a c t  was p u t  u p  f o r  b i d d i n g ,  PDA b i d  on i t, demonst- 

r a t i n g .  t h a t  n o t  o n l y  was i t  p r i c e  c o m p e t i t i v e  and w i t h  p r o d u c t  qual i t y  perhaps 

s u p e r i o r  t o  t h a t  o f  o t h e r  suppl  i e r s ,  b u t  a1 so, by buy ing  d i r e c t l y  f rom Tha i  

farmers, i t  c o u l d  guarantee them a  f a i r e r  p r i c e  f o r  t h e i r  p r o d u c t  and thus  

make an i m p o r t a n t  c o n t r i b u t i o n  t o  T h a i l a n d ' s  r i v a l  economy. PDA won p a r t  o f  

t h e  U n i t e d  Na t ions  c o n t r a c t  and i s  now s u p p l y i n g  supplemental  food t o  t h e  

refugees. '  I n  1983, PDA purchased a p p r o x i m a t e l y  500 tons  o f  maize and 1,750 

tons  o f  u n m i l l e d  r i c e  f o r  d i s t r i b u t i o n  t o  43,000 re fugees .  

' A f t e r  s e c u r i n g  t h e  supplemental  food c o n t r a c t ,  PDA subsequent ly  won a  s h o r t -  
term c o n t r a c t  t o  p r o v i d e  food p r e p a r a t i o n  s e r v i c e s  i n  one o f  t h e  h o l d i n g  
camps. 



I n  1984, t h e r e  a r e  fewer re fugees  and s i n c e  PDA must share  i t s  c o n t r a c t  

w i t h  o t h e r  suppl  i e r s ,  t h i s  source o f  revenue has dw ind led .  However, t h rough  

t h e  s u p p o r t  o f  a  PDA board member, M r .  Agon, PDA has a c q u i r e d  c o n t r a c t s  t o  

supp ly  eggs, ch i ckens  and some vegetab les  t o  two Bangkok h o t e l s .  Again,  

whenever poss i  b l  e, t he  p roduc ts  a r e  purchased f rom p a r t i c i p a n t s  i n  o t h e r  

PDA development p r o j e c t s .  About f i v e  p e r c e n t  o f  s a l e s  i n  t h i s  program i s  t o  

h o t e l s  and t h e  r e s t  t o  the  re fugee  camp. However, marg ins  t:o PDA a r e  k e p t  

r e l a t i v e l y  l ow  (abou t  7%) t o  i n s u r e  a  f a i r  p r o f i t  t o  fa rmers  -- t h e  m a j o r  

goa l  o f  t h e  program. Thus, i t  i s  n o t  p a r t i c u l a r l y  p r o f i t a b l e  t o  PDA. 

A t  present ,  PDA i s  e x p l o r i n g  t h e  p o s s i b i l i t y  o f  add ing  a d d i t i o n a l  markets  

f o r  food products ,  f o r  example, more h o t e l s  and/or  f a c t o r i e s .  T h i s  w i l l  be 

i m p o r t a n t  as t h e  re fugee  p o p u l a t i o n  con t inues  t o  s h r i n k .  I n  t h e  main, t h e  

i n t e n t i o n  i s  t h a t ,  i n  f u t u r e ,  t h e  F a i r  P r i c e  program shou ld  se rve  as the  

genera l  marke t i ng  arm o f  t h e  Communi ty-Based I n t e g r a t e d  Rura l  Development 

p r o j e c t s  o f  which t h e r e  i s  now one ( i n  Mahasarakham) w i t h  two more 1  i k e l y  

t o  come on stream i n  t h e  n e x t  y e a r .  

d. The Water Tank P r o j e c t  

About 75 pe rcen t  o f  T h a i l a n d ' s  p o p u l a t i o n  "depend on wa te r  drawn f rom 

sources o f  d o u b t f u l  s a f e t y N  .' I n  1978, PDA e s t a b l  i s h e d  a  Community Based 

A p p r o p r i a t e  Techno1 ogy and Development Serv i ces  Bureau (CBATDS) t o  "promote 1  ow 

c o s t ,  e c o l o g i c a l l y  sound techno logy"  t h a t  he1 ps v i l l a g e r s  he1 p  themselves i n  

ways t h a t  w i l l  improve t h e i r  qua1 i t y  o f  l i f e .  The PDA Tungnam (wa te r  t a n k )  

P r o j e c t  was p i l o t - t e s t e d  under CBATDS i n  1980. 

'Tanothai  Sookdh is , "~a inwa te r  C o l l e c t i o n  f o r  Safe  D r i n k i n g  i n  Rura l  Tha i  
V i l l a g e s , "  P o p u l a t i o n  and Community Development Assoc ia t io r r .  Paper prepared 
f o r  t h e  As ian  Non-Government O r g a n i z a t i o n a l  Forum on Water and S a n i t a t i o n  
Programmes, Yogya kavta ,  Indones ia ,  September 14-1 6, 1983. 



Tungnams a r e  bamboo-reinforced concre te  s to rage  tanks f o r  t h e  c o l  1  e c t i o n  

o f  ra inwate r .  Based on the  p i l o t  t e s t  w i t h  a  smal l  g r a n t ,  F'DA secured suppor t  

from German Agro A c t i o n  t o  beg in  phase 1  o f  t h e  p r o j e c t  i n  1981-82. One 

thousand f o u r  tanks were b u i l t  under t h i s  phase. A  second g r a n t  f o r  phase 2  

a l lowed f o r  1640 tanks t o  be b u i l t .  Phase 3 i s  i n  progress w i t h  a  t a r g e t  o f  

2700 tanks.  The system works as f o l l o w s :  

1. The sponsor ing agency es tab l  i shes  a  r e v o l v i n g  fund l a r g e  enough 
t o  l o a n  v i l l a g e r s  t h e  c a p i t a l  necessary t o  b u i l d  t h e  t a r g e t  
number o f  tanks i n  the  v i l l a g e .  

When a  p r o j e c t  i s  announced f o r  a  v i l l a g e ,  s p e c i f i c  v i l l a g e r s  
can then a p p l y  t o  o b t a i n  a  tank on t h e i r  p roper ty .  I n  t h e  
appl i c a t i o n ,  they must: ( a )  agree t o  supp ly  1  worker t o  
c o n s t r u c t  f rom 15 t o  20 tungnams i n  t h e  v i l l a g e  over t h r e e  t o  
four weeks, ( b )  a  r e e  t o  p u t  up a  down payment once t h e  tank 
i s  completed and 9 c )  agree t o  a  s p e c i f i c  repayment schedule. 
M a t e r i a l s  f o r  t h e  tank a r e  pa id  f o r  o u t  o f  t h e  Agrn A c t i o n  
r e v o l v i n g  fund. 

3. As t h e  loans  a r e  r e p a i d  i n  f u l l ,  funds then become a v a i l a b l e  t o  
t h e  community t o  b u i l d  more water tanks ( o r  o t h e r  p r o j e c t s  such 
as l a t r i n e s  as t h e  need t o  b u i l d .  water  tanks d im in -shes) .  

4. Dec is ions about  who gets  l o a n s  i n  a  v i l l a g e  a r e  l e f t  i n  the  
hands o f  a  v i l l a g e  committee which a l s o  m o n i t o r s  repayments. 

The water  tank program i s  t i e d  i n t o  f a m i l y  p lann ing  i n  two ways. F i r s t ,  

t h e  f a m i l y  p lann ing  p r a c t i c e  o f  the  a p p l i c a n t ' s  household i s  one o f  the  f a c t o r s  

cons idered i n  d e c i d i n g  who ge ts  a water  tank.  (Indeed, a  s r e n c i l  on t h e  s i d e  

o f  t h e  water  tank  i n d i c a t e s  t h e  1  eve1 o f  p r o t e c t i o n  -- condom, p i 1  1  , s t e r i l -  

i z a t i o n  -- t h e  f a m i l y  i s  u s i n g ) .  Second, PDA's l o c a l  d i s t r - i b u t o r  i s  t y p i c a l l y  

t h e  one t o  i n t r o d u c e  t h e  program i n t o  t h e  v i l l a g e .  Th is  r e i n f o r c e s  h i s  o r  

her  r o l e  as  a  c e n t r a l  i n f l u e n t i a l  source o f  community resources.  

The water tank p r o j e c t  a t  t h e  moment i s  n o t  designed :o produce revenue 

t o  PDA, a l though  i t  does p rov ide  some overhead suppor t .  I t  i s ,  however, n o t  

i nconce ivab le  t h a t  such a  venture  c o u l d  someday be a  produc: d i v e r s i f i c a t i o n  

bear ing h i g h e r  p r i c e s  and genera t ing  n e t  p r o f i t s  t o  PDA through t h e  CBD system. 



e. P o p u l a t i o n  and Development C o r p o r a t i o n  

Under Tha i  laws t h e r e  a r e  a  number o f  severe  r e s t r i c t i o n s  p laced on 

a s s o c i a t i o n s  i n  terms o f  t h e i r  a b i l i t i e s  t o  market  a g g r e s s i v e l y .  There i s  

no i n s t i t u t i o n  l i k e  t h e  tax-exempt, n o n - p r o f i t  o r g a n i z a t i o n  i n  t h e  U.S. t h a t  

can adop t  t a c t i c s  used i n  t h e  commercial s e c t o r  and s t i l l  have p u b l i c  s e r v i c e  

as a  bas i c  goa l .  For t h i s  reason, Mechai V i rava idya ,  Execu t i ve  D i r e c t o r  o f  

PDA, and a  number o f  a s s o c i a t e s  dec ided t o  c r e a t e  a  tax-pay, ing c o r p o r a t i o n ,  

P o p u l a t i o n  and Development Corpo ra t i on ,  t o  demonst ra te  t o  t h e  pub1 i c  and t h e  

government t h e  p o s s i b i l  i t i e s  f o r  a  n o n - p r o f i  t o r g a n i z a t i o n  i n  T h a i l a n d  based 

on t h e  American model. S ince  i t  i s  an o r d i n a r y  c o r p o r a t i o n ,  PDC has t o  pay 

taxes.  However, by agreement among i t s  founders,  i t  i s  c h a r t e r e d  - n o t  t o  

d i s t r i b u t e  i t s  p r o f i t s  as d i v i d e n d s  t o  s t o c k h o l d e r s  b u t  t o  nake them a v a i l a b l e  

t o  a s s i s t  n o n - p r o f i t  a s s o c i a t i o n s  l i k e  ( b u t  n o t  r e s t r i c t e d  .:o) PDA. I t  i s  

Mecha i 's  hope t h a t  he and h i s  a s s o c i a t e s  can e v e n t u a l l y  i n f l u e n c e  Tha i  law-  

makers t o  pass l e g i s l a t i o n  promot ing  t h e  c r e a t i o n  o f  tax-exempt, n o n - p r o f i  t 

o r g a n i z a t i o n s .  

A t  t h e  p r e s e n t  t ime, PDC has f o u r  p r i n c i p a l  r o l e s  t h a t  i t  can p l a y  f o r  

PDA and o t h e r  n o n - p r o f i  t o r g a n i z a t i o n s :  

i. A  Source o f  Se rv i ces  

PDC i s  a  source o f  a  number o f  s e r v i c e s  t h a t  PDA would o t h e r w i s e  have 

t o  c o n t r a c t  f rom o u t s i d e  agencies.  The t h r e e  p r i n c i p a l  s e r v i c e s  o f f e r e d  a r e  

( a )  t h e  o f f i c e  and c l i n i c  space r e n t e d  t o  PDA; ( b )  two m o b i l e  vasectomy vans 

and f o u r  o t h e r  v e h i c l e s  leased t o  PDA and ( c )  v a r i o u s  ad hoc manpower s e r v i c e s  

subcon t rac ted  t o  PDA f rom t i m e  t o  t i m e  ( f o r  example, a  person o r  persons t o  

seek o u t  sources o f  s p e c i a l  s u p p l i e s  f o r  t h e  r e f u g e e  camps), A l l  o f  t hese  

i n v o l v e  expenses t h a t  PDA would o t h e r w i s e  have t o  pay a  t h i r d  p a r t y .  



ii. A Generator  o f  Sales Revenues 

PDC runs  t h r e e  sa les  ven tu res  wh ich  genera te  c o n s - d e r a b l  e  revenue. 

F i r s t ,  i t  markets  medica l  s e r v i c e s  p r i n c i p a l l y  t h rough  f o u r  c l i n i c s  and 

m o b i l e  vasectomy vans t o  t h e  genera l  p u b l i c .  I t  has a  s t a f s  o f  10  f u l l - t i m e  

p h y s i c i a n s  and 8 p a r t - t i m e  p h y s i c i a n s  which i t  a l s o  p r o v i d e s  on c o n t r a c t  t o  

PDA a s  needed. Second, PDC r u n s  a  r e s t a u r a n t  on t h e  PDA grounds where i t  

c o n t r a c t s  t o  supp ly  l u n c h  t o  PDA s t a f f  as  w e l l  as s e r v i c i n g  t h e  genera l  

pub1 i c  (ne ighbors  and c o n s t r u c t i o n  worker3) .  

F i n a l l y ,  PDC s u p p l i e s  seve ra l  h o t e l s  and t h e  PDA r e f u g e e  k i t c h e n  w i t h  

1  i q u i d  pet ro leum gas. T h i s  v e n t u r e  stems f rom t h e  good r e l a t i o n s h i p s  developed 

w i t h  Petro leum T h a i l a n d  when PDC s u p p l i e d  LP gas t o  t h e  r e f u g e e  f e e d i n g  p r o j e c t  

and d u r i n g  a  l a t e r  s t u d y  ( subcon t rac ted  t o  PDA's As ian Study Cen te r )  i n v e s t -  

i g a t i n g  f u e l  usage p r a c t i c e s  i n  T h a i l a n d ' s  r u r a l  a reas.  

i i i . An Investment  V e h i c l e  

Excess c a p i t a l  i n t e r n a l l y  genera ted by  PDC can be i n v e s t e d  i n  r e a l  

e s t a t e  o r  bus iness ven tu res  t h a t  m i g h t  s e r v i c e  f u t u r e  needs o f  PDA o r  o t h e r  

n o n - p r o f i  t a s s o c i a t i o n s .  PDC has a c q u i r e d  l a n d  a d j a c e n t  t o  i t s  p resen t  

l o c a t i o n  on which  i t  may b u i l d  f u t u r e  o f f i c e  and p a r k i n g  space p a r t l y  f o r  

i t s e l f  and p a r t l y  t o  r e n t  t o  o t h e r s .  I t  a l s o  has acqu i red  -and o u t s i d e  

Bangkok t h a t  c o u l d  someday be used as a  s i t e  f o r  a  warehouse f o r  t h e  F a i r  

P r i c e  food  m a r k e t i n g  program. 

PDC has a l s o  become a  55% i n v e s t o r  w i t h  a  European bus4nesswoman i n  a  

separa te  c o r p o r a t i o n  e s t a b l  i s h e d  t o  marke t  Czechos lovak ian -bu i l  t t r a c t o r s  i n  

Tha i l and .  A  l i n e  o f  bank c r e d i t  has a l r e a d y  been secured and PDC i s  i n v e s t -  

i g a t i n g  t h e  problems o f  a s s u r i n g  a  supp ly  o f  spare p a r t s .  -he f i r s t  15 

t r a c t o r s  have been o rde red  and i t  i s  expected t h a t  t h e y  w i l '  be marketed 

th rough  PDA's s e r v i c e  cen te rs .  



i v .  A Source of Seed-Money Loans 

F i n a l l y ,  PDC can serve as a source o f  temporary fund ing  o f  non- 

p r o f i t  p r o j e c t s  t h a t  e i t h e r  don '  t have sponsors y e t  (e.g., because some 

demonst ra t ion  o f  c a p a b i l i t y  i s  f i r s t  needed) o r  a r e  exper ienc ing  de lays  i n  

cash f l o w  under an approved g r a n t .  A t  t h e  present,  PDC i s  s u p p o r t i n g  PDA1s 

day c a r e  c e n t e r  i n  t h i s  manner. 

Sumnary 

I t  i s  c l e a r  tha t ,  i n  t h e  aggregate, PDA has been a b l e  .b a t t r a c t  c o n s i d e r -  

a b l y  more revenue f rom non-con t racep t i ve  sources than  has PI-ofamil i a  i n  

Colombia. The "revenue" i s  i n  r e a l i t y  o f  two k inds :  donor .=unds t o  beg in  new 

ventures  and i n t e r n a l l y  generated revenues. I n  t h e  former  case, PDA has been 

remarkab ly  successful ,  p a r t i c u l a r l y  i n  deve lop ing  a major  presence b o t h  

d o m e s t i c a l l y  and i n t e r n a t i o n a l l y  i n  t h e  f i e l d s  o f  f a m i l y  h e a l t h  and r u r a l  de- 

ve lopnen t  as w e l l  as f a m i l y  p lann ing .  

I t  i s  a l s o  c l e a r  t h a t  PDA has been remarkab ly  adept  a t  i n t e r c o n n e c t i n g  

t h e  m a j o r i t y  of  i t s  p r o j e c t s  such t h a t  they  serve as b o t h  bdckground and r e -  

i n f o r c e r s  f o r  each o t h e r .  PDA has a l s o  been r e l a t i v e l y  c o n s i s t e n t  i n  concent -  

r a t i n g  i t s  expansion e f f o r t s  on p r o j e c t s  t h a t  a r e  b u i l t  around i t s  c o r e  CBD 

system . 
However, i n  t h e  development o f  i n t e r n a l l y  generated fuqds PDA can be s a i d  

t o  be s t i l l  f e e l i n g  i t s  way. The household products  a r e  o n l y  modest income 

producers 1 i k e l y  t o  be l e s s  i m p o r t a n t  i n  t h e  near f u t u r e .  The promot iona l  

products  c o n t r i b u t e  somewhat more and a r e  growing i n  import3nce.  However, i t  

seems u n l i k e l y  t h a t  PDA i s  w i l l i n g  t o  mount t h e  aggress ive  marke t ing  campaign 

necessary t o  ach ieve  s i g n i f i c a n t  revenues f rom f u t u r e  g r o w t i  f o r  these i tems. 



The school and community heal t h  program i s  a t  the moment merely holding 

i t s  o w n .  I t  has considerable promise i f  greater inroads into factories can 

be achieved and the number o f  pub1 ications increased. The Fair Price food 

marketing project i s  a  high volume act ivi ty  with an intentionally low margin. 

I t  may become more important in future especially as additional Community- 

Based Integrated Rural Development projects come on  stream cnd/or i f  farmers 

in CBD villages are encouraged t o  use PDA as a  marketing arm. 

The Asian Center, including i t s  information/promotion end  research 

divisions, i s  a  major revenue producer and one that may be expected t o  grow 

significantly in the future. 

Final 1 y, the two new potential revenue producing projects , expanded ORS 

and f ish powder, are s t i l l  u n k n o w n  quantities b u t  the former seems from early 

t e s t  market results t o  have considerable potential. 



PRCIFAM, MEXICO 

PROFAM was i n c o r p o r a t e d  on May 10, 1978 as  a  p r i v a t e  s e c t o r  o r g a n i z a t i o n  

devoted t o  promot ing  f a m i l y  p l a n n i n g  i n  Mexico. I t  began o p e r a t i o n s  i n  1979 

w i t h  f u n d i n g  f o r  t h a t  yea r  and f o r  1980 f rom USAID and t h e  l l n i t e d  Na t ions  

Fami l y  P lann ing A c t i v i t i e s  program (UNFPA). S ince  then  PROFAM has s u r v i v e d  

through i n t e r n a l l y  genera ted revenues f rom b o t h  c o n t r a c e p t i ~ e  and non-cont ra-  

c e p t i v e  s a l e s  o f  goods and s e r v i c e s  and th rough  a d d i t i o n a l  g r a n t s  f o r  s p e c i a l  

p r o j e c t s .  Goals o f  PROFAM a r e  s t a t e d  t o  be as f o l l o w s :  

1. O f f e r  t h e  p o p u l a t i o n  o f  Mexico t h e  necessary e d u c a t i o n  t o  
s e l e c t  and c o r r e c t l y  use t h e  r i g h t  p r o d u c t  f o r  f a m i l y  p l a n n i n g  
purposes and 

2 .  I nc rease  usage by p r o v i d i n g  t h e  c o n t r a c e p t i v e  p r o d u c t  needed 
a t  t h e  l o w e s t  p o s s i b l e  p r i c e ,  a t  t h e  p l a c e  t h a t  t h e  p r o d u c t  i s  
r e q u i r e d  p a r t i c u l a r l y  i n  marg ina l  u rban  and r u r a l  ;:ones o f  
Mexico.  

C o n t r a c e p t i v e  Product  M a r k e t i  n q  

I n i t i a l l y ,  PROFAM's 1  i n e  c o n s i s t e d  o f  f i v e  i terns. 

a. A  condom s u p p l i e d  f r e e  by AID ( T a h i t i ) ,  

b. An o r a l  p i l l  purchased f rom Scher ing,  Mexicana, 

c.  A  v a g i n a l  foam purchased f rom Lemery, 

d. A  v a g i n a l  cream purchased f rom Lemery, and 

e. A  v a g i n a l  s u p p o s i t o r y  purchased f rom Norwich. 

The l a s t  f o u r  i t ems  were manufac tured i n  Mexico and packaged by t h e  s u p p l i e r  

i n  a  PROFAM box. The USAID condoms were repackaged by PROFAM i t s e l f .  Three 

a d d i t i o n a l  condom brands were added t o  t h e  p roduc t  l i n e  i n  1980. Two brands, 

c a l l e d  Supermacho and Alazan, were p rov ided  f r e e  by AID. The t h i r d  added 



brand, Sel ec to ,  was a  h i g h e r  p r i c e d  condom purchased from Schmid L a b o r a t o r i e s  

o f  New Jersey.  A l l  t h r e e  new condoms were acqu i red  i n  b u l k  .'ram t h e  U n i t e d  

S t a t e s  and repackaged by PROFAM i n  Mexico. 

One a d d i t i o n a l  l i n e  i t e m  was c rea ted  by PROFAM i n  1981, PROFAM DUO, a  

package c o n t a i n i n g  two s u p p o s i t o r i e s  and two condoms t h a t  enphasized t h e  

j o i n t  r e s p o n s i b i l i t y  o f  bo th  men and women f o r  c o n t r a c e p t i o n .  

These commercial p roduc ts  were i n i t i a l  1  y  marketed by an e x t e n s i v e  f i e l d  

force o f  "promoeducators" th rough  d rugs to re ,  supermarkets and smal l  e r  food 

and general  s t o r e s  throughout  Mexico, a l t h o u g h  c o n c e n t r a t i o n  was p r i m a r i l y  i n  

t h e  urban areas. T h i s  program i n  t h e  beg inn ing was backed by a  precedent-  

b reak ing  promot ion program u s i n g  r a d i o ,  TV and t h e  press, p o i n t  o f  purchase 

m a t e r i a l s ,  educa t iona l  seminars, i n d i v i d u a l  t r a i n i n g  sess ions f o r  shop- 

keepers and t h e i r  s t a f f s  and 1  i m i  t e d  house-to-house produc: sampl i ng . 
A f t e r  exper ienc ing  c o n s i d e r a b l e  i n i t i a l  success and growing sa les ,  two 

major p rob l  ems impacted the c o n t r a c e p t i v e  marke t ing  program beg inn ing  i n  

l a t e  1981. A t  t h e  end o f  1981, t h e  M i n i s t e r  o f  H e a l t h  who had i n i t i a l l y  been 

v e r y  s u p p o r t i v e  o f  PROFAM's programs r e s i g n e d  t o  become a  s t a t e  governor .  H i s  

successor was n o t  s u p p o r t i v e  o f  PROFAM -- indeed q u e s t i o n i n g  t h e  need f o r  such 

an o r g a n i z a t i o n  i n  Mexico a t  a l l .  He proceeded t o  e n f o r c e  il law s t a t i n g  t h a t  

any branded pharmaceut ical  p roduc t  s o l d  i n  Mexico must be manufactured by t h e  

brand sponsor i n  Mexico. S ince a t  t h a t  t i m e  none o f  t h e  PROFAM pharmaceut ica ls  

was manufactured & PROFAM i n  Mexico, t h e i r  r e g i s t r a t i o n  pe rm i t s  f o r  t h e  

PROFAM p i 1  1  s, foam, tab1 e t s  and s u p p o s i t o r i e s  were wi thdrawn i n  January 1982. 

PROFAM then  was l e f t  o n l y  w i t h  i t s  f o u r  condom p roduc ts  p l u s  PROFAM DUO as  

a  product  l i n e ,  p l u s  some l e f t o v e r  s t o c k  o f  the  banned i tems.  



To meet the  needs f o r  an o r a l  p i l l ,  a  b r i e f  a t t e m p t  was made t o  d i s t -  

r i  bu t e  Norges tri 1, a  1  ow dose p i  11 manufac tu red  by a  government pharmaceut ical  

l a b o r a t o r y , f o r  abou t  6  months i n  1983. And, i n  January 1984, PROFAM acqu i red  

non-exc lus ive  d i s t r i b u t i o n  r i g h t s  t o  s e l l  Scher ing ' s  PLAFAM, an o r a l  p i l l  

w i t h  a  f o r m u l a t i o n  i d e n t i c a l  t o  PROFAM's p i l l  . One o t h e r  c o n t r a c e p t i v e  

p roduc t  was added i n  December 1983, an i n j e c t a b l e  contracept; ive ( 1  month l o w  

dose) c a l l  ed PATECTOR NF manufactured i n  Mexico by Appl i c a c i o n e s  Farmaceut ical  s  

S.A. (a  French-Swiss Company). 

The second f a c t o r  a f f e c t i n g  PROFAM's economic p i c t u r e  i n  t h e  e a r l y  1980 's  

was t h e  severe monetary and economic c r i s i s  t h a t  impacted Mexico i n  e a r l y  1982 

and a g a i n  i n  1983. The economic c r i s i s  had t h r e e  immediate e f f e c t s  on PROFAM. 

F i r s t ,  PROFAM was f o r c e d  t o  d i s c o n t i n u e  a d v e r t i s i n g  ( a l t h o u g h  r e c e n t  research  

has shown t h a t  over  60 pe rcen t  o f  t h e  t a r g e t  audience i s  aware o f  t h e  PROFAM 

name and assoc ia tes  i t  w i t h  f a m i l y  p l a n n i n g ) .  Second, t h e  c i s t r i b u t i o n  s t a f f  

was reduced and concen t ra ted  i n  urban areas.  ( I n  1980-81, e market  t e s t  

u s i n g  two v e h i c l e s  and f o u r  people was conducted i n  r u r a l  areas o f  t h e  s t a t e s  

o f  Mexico, Oaxaca, T l a x c a l a  and p a r t  o f  H ida lgo.  "A r e l a t i v e  degree o f  success 

was ach ieved b u t  market  expansion was n o t  p o s s i b l e . " )  F i n a l l y ,  p o s s i b l y  i n  

p a r t  as a  r e s u l t  o f  t h e  above, condom s a l e s  l e v e l l e d  o f f  and a c t u a l l y  began 

t o  d e c l i n e  i n  mid-1983. 

Sal es R e s u l t s  

Shipments o f  commerc ia l ly  d i s t r i b u t e d  c o n t r a c e p t i v e  products  ( i n  u n i t s )  

a r e  g i v e n  i n  Tab le  8  f o r  a l l  s i x  p roduc t  l i n e s .  ( F i g u r e s  i n c l u d e  f r e e  samples.) 

As can be seen, o v e r a l l  sa les  began t o  1  eve1 o f f  i n  1982 and a c t u a l l y  

d e c l i n e d  i n  1983. As can be seen i n  t h e  month ly  condom s a l e s  f i g u r e s  i n  

Tab le  9, t h i s  d e c l i n e  was p a r t i c u l a r l y  a c u t e  i n  t h e  second h a l f  o f  1983. 



Average monthly condom sales for the f i r s t  and second halves of each year 

since 1980 are  shown in Table 10. Sales i n  the second ha1 f of 1983 were 

off 23% from the year ear l ier  figures. The level1 ing off o2 sales and 

especially th is  decline causedPROFAM severe cash flow problems. As seen in 

Table 10, sales in the f i r s t  five months of 1984 appear t o  have bounced back 

from the low point in the second half of 1983 b u t  s t i l l  have n o t  regained 

the levels of the f i r s t  half of 1983. However, Table 8 indicates that sales 

of other contraceptive products ( i  .e. ,  pi1 1 s  and injectabl es)  , while s t i l l  

small, are  improving in 1984. 

Distribution of the commercial contraceptive products low i s  being carried 

o u t  by a sales force of 23 divided into four regions each w i t h  a  supervisor. 

The sales force covers about 4000 drug stores directly and a n  additional 4000 

d r u g  ou t1  e t s  t h r o u g h  220 pharmaceutical who1 esal ers.  A1 so :overed are over 

80 large Conasupo stores and 15  SAHOP government stores. Products are stored 

in warehouses in Mexico City or a t  PROFAM's factory in Queretaro. PROFAM 

management be1 ieves that i t s  sal es force's particular strength i s  in covering 

medium-si zed d r u g  outlets thoroughly wi t h  personal sell  ing. Other d r u g  supp- 

l i e r s ,  i f  they have their  own sales forces, tend t o  concentrate on large o u t -  

l e t s  plus wholesalers. Those without a sales force rely on the sales people 

of the wholesalers. However, because of the large number of items they carry, 

the l a t t e r  are largely order-takers n o t  sales people as PROFAM's promo- 

educators are. 

As of 1984, PROFAM estimates that i t s  penetration of the Mexican market 

i s  as follows. There are  about 17.8 million women of f e r t i l e  age in the 

country with 65 percent (11 .5  million) in some form of union. Of these, about 

5.3 million (30% of a l l  women of f e r t i l e  age) are using some form of contra- 

ception (46% of  those in a union). Three and half percent of users use condoms, 



Table  8 

UNIT SHIPMENTS OF COMMERCIALLY DISTRIBUTED CONTRACEPTIVE 

PRODUCTS BY YEAR ( i n  10001s) ,  PROFAM, MEXICO 

Condoms 1708.2 4027.2 6329.0 6493.0 6222.6 2711.1 

S u p p o s i t o r i e s  1342.8 2228.4 1357.8 8.4 4.2 7.5 

Foam 3435.5 1323.0 885.5 - - - 
Cream 517.0 864.0 335.0 138.0 25.0 ( . 4 T  

P i l l  ( c y c l e s )  447.7 778.4 276.9 142.4 17.0 17.1 

I n j e c t a b l e  - - - - 4 .O 8.7 

a 10 months o n l y  

5 months o n l y  



Tab le  9 

DISTRIBUTION OF CONDOMS BY MONTH 1979 TO 1984 

(000 UNITS), PROFAM, MEXICO 

January 

February  

March 

A p r i  1 

May 

June 

J u l y  

August 

September 

October 

November 

December 

TOTALS 



Table  10 

AVERAGE MONTHLY CONDOM SALES I N  UNITS BY 

SEMI-ANNUAL PERIOD, 1981 TO 1983, PROFAM MEXICO 

January - June 

Average U n i t  Sales 27 2 502 522 596 546a 

%change f rom 
p rev ious  y e a r  

J u l y  - December 

Average U n i t  Sales 400 553 560 441 - 
%change f rom 
p rev ious  year 

T o t a l  

Average U n i t  Sa les  336 5 27 541 51 9 - 
%change f rom 
p rev ious  y e a r  

a ~ i v e  months o n l y  



one h a l f  f o r  f a m i l y  p l a n n i n g  and one h a l f  f o r  o t h e r  purposes. The t o t a l  

condom marke t  t h e r e f o r e  i s  abou t  18,500,000 u n i t s  p e r  yea r .  The government 

s u p p l i e s  about  5  m i l l i o n  u n i t s  l e a v i n g  12.5 m i l l  i o n  f o r  t h e  commercial and 

cont raband s e c t o r s .  As noted i n  Tab le  8, PROFAM's condom s a l e s  a r e  about  

6.5 m i l l  i on .  'Thus, i t  e s t i m a t e s  t h a t  i t s  share  o f  t h e  commercial condom 

market  i s  abou t  48% ( o r  52% i f  contraband s a l e s  a r e  exc luded) .  About n i n e t y -  

f i v e  pe rcen t  o f  PROFAM's c u r r e n t  condom s a l e s  a r e  f o r  t h e  PltOFAM brand which  

c u r r e n t l y  s e l l s  a t  about  35 pesos each (abou t  20 t  U.S.). 0" t h e  rema in ing  

brands, S e l e c t o  i s  t h e  most popu la r  ( see  a l s o  Tab le  11) .  

O f  a l l  c o n t r a c e p t i v e  p roduc ts  and se rv i ces ,  i t  i s  e s t i m a t e d  t h a t  53% 

comes f rom t h e  government and 47% from t h e  p r i v a t e  s e c t o r .  Because o f  i t s  

r e c e n t  problems w i t h  t h e  M i n i s t r y  o f  Heal th,  PROFAM's share  o f  t h e  markets  

f o r  o t h e r  c o n t r a c e p t i v e  methods i s  v e r y  s m a l l .  

I n  a d d i t i o n  t o  these c o m n e r c i a l l  y  s o l d  c o n t r a c e p t i v e  p roduc ts ,  PROFAM 

has a  medica l  d i v i s i o n  wh ich  has been s e l l i n g  I.U.D.'s and ' iaparascopes t o  

p h y s i c i a n s  s i n c e  1981. U n i t  s a l e s  o f  I.U.D. ' s  f rom 1982 a r e  as f o l l o w s :  

Year U n i t  So ld  

1982 1409 

1983 840 

1984 ( 5  months) 200 

Two c l i n i c s  ( o r  " c o n s u l t o r i o s " )  have been opened s i n c e  1982 under a  g r a n t  

f rom t h e  P o p u l a t i o n  C r i s i s  Committee. Two a r e  i n  Ciudad Ne tzahua lcoyo t l  

on  t h e  o u t s k i r t s  o f  Mexico C i t y  and one i s  i n  V i l l a  d e l  P u e b l i t o  j u s t  o u t s i d e  

Q l ~ e r e t a r o .  These p r o v i d e  general  c o n s u l t a t i o n ,  f a m i l y  p l a n n i n g  a d v i c e  and 

I.U.D. i n s e r t i o n s .  



The p r i n c i  pal  o p p o r t u n i t i e s  f o r  growth w i t h  e x i s t i n g  products  and 

s e r v i c e s  i n  e x i s t i n g  markets t h a t  PROFAM i s  c o n s i d e r i n g  i s  th rough  g r e a t e r  

promot ion o f  p resen t  products  and s e r v i c e s  ( p a r t i c u l a r l y  cordoms) and the 

expansion o f  t h e i r  f l e d g l i n g  vasectomy program. A t  t h e  t i m e  o f  t h i s  r e p o r t ,  

PROFAM has completed a  proposal f o r  a  vasectomy program t o  fie funded i n  

England t o  e s t a b l i s h  a  t h r e e  year  t e s t  o f  a  f a m i l y  p lann ing  c l i n i c  s p e c i a l -  

i z i n g  i n  vasectomies i n  t h e  c i t y  o f  Leon. The c l i n i c  w i l l  focus m a i n l y  on 

" low l e v e l  f a c t o r y  workers and a  semi-urban p o p u l a t i o n "  and w i l l  be supported 

by a  s u b s t a n t i a l  educa t iona l  and a d v e r t i s i n g  campaign. The p r o j e c t  budget 

over  t h r e e  years  i s  about  $55,000 U.S. and i s  p a r t  o f  a  broad l o n g  range 

s t r a t e g y  o f  PROFAM's t o  s p e c i a l  i z e  i n  m a r k e t i n g  t o  male  consumers. I n  t h e  

i n t e r i m ,  a  g r a n t  o f  $6,500 has been approved by t h e  A s s o c i a t i o n  f o r  V o l u n t a r y  

S t e r i l  i z a  t i o n  f o r  i n i t i a l  research  and promot ion o f  vasectomy i n  Cindad 

Netzahualcoyot l  where two o f  PROFAM's "consul t o r i o s "  a r e  l o c a t e d .  

A  genera l  two-year promot ion campaign f o r  condoms has r e c e n t l y  been 

developed as p a r t  o f  a  proposal  t o  USAID and UNFPA t o  expand PROFAM's market .  

The promot ion budget i s  s e t  a t  $418,600 U.S. and covers  p r i n a r i l y  r a d i o  

a d v e r t i s i n g ,  p l u s  posters ,  l e a f l e t s  and pamphl e t s .  Wh i le  p a r t  o f  a  proposal  

t o  p e n e t r a t e  new ( a c t u a l  l y  underserved) r u r a l  markets,  t h i s  program, i f 

funded, would have i m p o r t a n t  b e n e f i t s  t o  PROFAM's e x i s t i n g  l i n e  i n  e x i s t i n g  

markets.  

a. Market  Expansion 

As noted above, PROFAM i s  p ropos ing  t o  move i t s  commercial d i s t r i b u t i o n  

system more e x t e n s i v e l y  i n t o  r u r a l  areas where i t  now r e a d i l y  admi ts  i t  has 

v e r y  weak coverage. The proposal  t o  USAID and UNFPA would focus on r u r a l  

c e n t e r s  between 5000 and 15000 i n  p o p u l a t i o n .  Over a  two-yzar pe r iod ,  t h e  



p r o j e c t  would conduc t  t h e  a forement ioned a d v e r t i s i n g  and promot ion  campaigns, 

would add 1 0  new promoeducators p l u s  10 vans t o  s e r v i c e  p r i m a r i l y  food 

s t o r e s  i n  r u r a l  areas,  and would conduct  surveys b o t h  b e f o r e  and a f t e r  t h e  

p r o j e c t  t o  assess i t s  e f f e c t s .  I n c l u d i n g  t h e  media and promot ion  expenses, 

and a d m i n i s t r a t i v e  and c a p i t a l  c o s t s ,  t h e  p r o j e c t  i s  budgeted a t  $632,000 t o  

come f rom USAID f o r  o p e r a t i n g  c o s t s  and $165,000 t o  come f rqm UNFPA f o r  

c a p i t a l  expend i tu res .  The proposal  es t ima tes  t h a t  by Year Two s a l e s  w i l l  be 

$154,000 i n c l u d i n g  p i l l s  and an o r a l  r e h y d r a t i o n  p roduc t .  Approval  t o  s e l l  

condoms i n  food s t o r e s  was g ran ted  i n  A p r i l  1984. 

F i n a l l y ,  PROFAM i s  beg inn ing  d i s c u s s i o n s  w i t h  a  Government r e t a i l  

o p e r a t i o n ,  CONASUPO, t o  supp ly  p r i v a t e  l a b e l  p roduc ts  t o  t h e i r  10,000 o u t -  

l e t s .  Noted below, t h i s  c o u l d  mean c o n s i d e r a b l e  revenues t o  PROFAM's condom 

manu fac tu r ing  s u b s i d i a r y ,  PROFAMSA. 

b. P roduc t  Expansion 

i . C o n t r a c e p t i v e  Products  

PROFAM has recogn ized  t h a t  i t  needs t o  deve lop  manu fac tu r ing  c a p a b i l  i t i e s  

i f  i t  i s  t o  be a b l e  t o  r e g i s t e r  i t s  own brands i n  t h e  Mexican marke t  p lace.  

There fore ,  i t  has a l r e a d y  p u t  i n  p l a c e  t h e  necessary  p r o d u c t i o n  and packaging 

equipment and t e s t i n g  l a b o r a t o r i e s  so t h a t  i t  can beg in  t o  produce v a g i n a l  

s u p p o s i t o r i e s .  F i n a l  approval  o f  t h i s  v e n t u r e  i s  expected i n  t h e  summer o r  

e a r l y  f a l l  o f  1984. 

T h i s  p r o d u c t  shou ld  do w e l l  as PROFAM was t h e  l e a d i n g  brand o f  s u p p o s i t -  

o r i e s  b e f o r e  i t  was taken o f f  t h e  market .  However, t h e  s u p p o s i t o r y  marke t  

i s  r e l a t i v e l y  smal l  . A l l  b a r r i e r  methods a r e  es t ima ted  t o  comprise o n l y  abou t  

2 p e r c e n t  o f  a l l  usage f o r  f a m i l y  p l a n n i n g  purposes. As a l r e a d y  noted,  much 

g r e a t e r  markets  e x i s t  f o r  o r a l  p i l l s ,  I.U.D.'s and i n j e c t a b l e s .  However, 



t h e r e  a r e  over  two dozen commercial brands o f  p i l l s  on t h e  market  and t h e r e  

i s  probab ly  1  i t t l e  room f o r  a  PROFAM ven tu re .  T h e i r  o n l y  p r ~ s p e c t  i n  t h i s  

regard  would be t o  c a r r y  more brands than j u s t  Scher ing.  

A  focus group s tudy  has r e c e n t l y  been completed under fund ing  f rom 

Fami ly  H e a l t h  I n t e r n a t i o n a l  on the  use and p o t e n t i a l  o f  i n j e c t i b l e s  i n  Mexico. 

The s tudy  has conf i rmed t h e  impor tance o f  t h e  "secre tness"  o f  t h e  approach 

and a  p re fe rence  f o r  t h e  one-month v e r s i o n  t h a t  PROFAM o f f e r s .  (Market  

shares f o r  t h e  one-month p roduc t  a r e  h i g h e r  than f o r  t h e  three-month Depo- 

provera .) The major  drawback i n  u s i n g  i n  j e c t a b l  es was r e p o r t e d  by respondents 

t o  be f i n d i n g  someone t o  do the  i n j e c t i o n s .  

F i n a l l y  PROFAM i s  c o n s i d e r i n g  expanding i t s  c o n t r a c e p t i v e  p roduc t  l i n e  

even f u r t h e r .  I t  has d iscussed w i t h  Schmid t h e  p o s s i b i l i t y  ~f add ing Sheik  

and Ramses condoms which a r e  Schmid's brands p l u s  two brands t h a t  would have 

d i f f e r e n t  names i n  Mexico, S e x c i t o  and P r o t e x t r a .  A l l  f o u r  dou ld  be manu- 

f a c t u r e d  by Schmid. The f i r s t  t h r e e  would be impor ted i n  bu l  k  and repackaged 

i n  Mexico. Because P r o t e x t r a  c a r r i e s  a  sperm ic ide  as p a r t  o f  i t s  l u b r i c a n t ,  

t h i s  i t e m  would p robab ly  be packaged by Schmid b e f o r e  shipment. Sheik and 

Ramses have a l r e a d y  been approved by t h e  Government. Sexc i  t a  may have t o  be 

renamed t o  g e t  approva l  . P r o t e x t r a  must awai t some t e c h n i c a l  t e s t s  (e.g . , 
f o r  i r r i t a t i o n )  because t h i s  k i n d  o f  p roduc t  has n o t  been s o l d  i n  Mexico 

before .  

I f  these f o u r  a r e  added, PROFAM w i l l  have e i g h t  condom l i n e s .  The PROFAM 

brand, Supermacho and Alazan w i l l  a l l  be low p r i c e d .  They a r e ,  i n  f a c t  t h e  

same condom ( T a h i t i ) .  Profam i s  s o l d  i n  packages o f  two, t h e  o t h e r s  i n  i n d i -  

v i d u a l  u n i t s  f rom a  d i spenser .  Sheik and Ramses w i  11 be midd l  e -p r i ced  brands. 

S e x c i t o  w i l l  be marketed as a  fancy,  f u n  p roduc t  and P r o t e x t r a  as t h e  condom 

w i t h  added p r o t e c t i o n .  Se lec to  w i l l  c o n t i n u e  as  t h e  qua1 i t y ,  h igh -p r i ced  brand. 



Some s h i f t i n g  i n  brand f r a n c h i s e s  a r e  1  i k e l y  t o  t a k e  p l a c e  when the new i t ems  

a r e  i n t r o d u c e d .  

As no ted  below, f u t u r e  p lans  i n v o l v e  PROFAM's manu fac tu r ing  s u b s i d i a r y  

PROFAMSA e v e n t u a l l y  produc ing and t e s t i n g  some o f  i t s  own candoms i n  Mexico.  

ii . Non-Cont racept ive  Products  

Very e a r l y  i n  i t s  h i s t o r y ,  PROFAM recogn ized  t h e  p o t e n t i a l  f o r  s e l l i n g  

non-con t racep t i ve  p roduc ts  th rough  i t s  e x t e n s i v e  commercial d i s t r i b u t i o n  

system i n  Mex ico ' s  u rban  a reas .  I n  seek ing o u t  p roduc ts  t o  add, PROFAM s e t  

as minimum requ i remen ts  t h e  f o l l  owing: 

1. PROFAM shou ld  r e c e i v e  a  d i s c o u n t  p e r m i t t i n g  them a t  l e a s t  
a  20 p e r c e n t  gross  marg in ;  

2.  The p roduc ts  shou ld  be s o l d  t o  PROFAM on consignment w i t h  
payments made t o  suppl  i e r s  o n l y  as t h e  goods were s o l d .  

I n  r e t u r n ,  PROFAM would use i t s  promoeducators t o  reach  o u t l e t s  t h e  

suppl  i e r s  were n o t  adequa te l y  s e r v i c i n g  and l e n d  PROFAM's r e p u t a t i o n  t o  t h e  

s u p p l i e r ' s  goods. To m i n i m i z e  i t s  p o t e n t i a l  cash f l o w  problems, PROFAM 

dec ided t h a t  a l l  p roduc ts  would have t o  be s o l d  t o  r e t a i l e r s  on a  - cash only 

bas is .  Th is  s t r a t e g i c  c h o i c e  t u r n e d  o u t  t o  cause them prob1:ems i n  a  few 

cases. C r e d i t  sa l  es were p e r m i t t e d  f o r  PROFAM's c o n t r a c e p t i v e  p r o d u c t  1  i ne. 

To secure  t h e  s p e c i a l  p r i c e  c o n c e s s i o n s t h i s  program r e q u i r e d ,  PROFAM 

t y p i c a l l y  worked th rough  some s p e c i a l  persona l  r e l a t i o n s h i p  w i t h  t h e  p o t e n t i a l  

s u p p l i e r  o r  r e 1  i e d  on s p e c i a l  c o n d i t i o n s  where t h e  s u p p l i e r  was w i l l i n g  t o  

make t h e  concess ions because o f  somethirrg PROFAM would do f o r  them. The 

" s p e c i a l  r e l a t i o n s h i p s "  were t y p i c a l l y  persona l  c o n t a c t s  between someone i n  

PROFAM and someone i n  t h e  s u p p l i e r  company. 

A 1  i s t  o f  a l l  t h e  n o n - c o n t r a c e p t i v e  p roduc ts  c a r r i e d  s i n c e  1981 i s  g i v e n  

i n  Tab1 e  11 a l o n g  w i t h  annual u n i t  sa les .  Sa les  and gross  marg in  d a t a  a r e  



g i v e n  ( a l o n g  w i t h  s i m i l a r  da ta  f o r  c o n t r a c e p t i v e  p r o d u c t s )  i n  Tab le  12. 

Be fo re  d i s c u s s i n g  some o f  t hese  r e s u l t s ,  a  b r i e f  d e s c r i p t i o n  o f  each p r o d u c t  

l i n e  w i l l  be o f f e r e d .  

c. Ponds 

T h i s  p r o d u c t  l i n e  ( Q - t i p s ,  deodorant  and hand cream) was acqu i red  th rough  

c o n t a c t s  Raul Roca o f  PROFAM had w i t h  t h e  Sa les  Manager a t  Ponds, h i s  fo rmer  

employer. Ponds f e l t  i t  was n o t  c o v e r i n g  d r u g - s t o r e s  we1 1  k i t h  i t s  p r e s e n t  

s a l e s f o r c e  and so was w i l l i n g  t o  l e t  PROFAM d u p l i c a t e  t h e  coverage.  However, 

Ponds was o n l y  one o f  two s u p p l i e r s o f  p roduc ts  t h a t  PROFAM e v e n t u a l l y  t ook  on 

t h a t  r e f u s e d  t o  make consignment sa les .  However, a t  t he  r e t a i l  l e v e l ,  PROFAM 

c o u l d  n o t  compete w i  t h  Pond's r e g u l  a r  s a l  esmen who c o u l d  o f f e r  30-day c r e d i t  

w h i l e  PROFAM r e q u i r e d  cash. S ince  s a l e s  were l o w  and PROFAM had a  cash problem 

beg inn ing  i n  t h e  economica l l y  t r o u b l e d  y e a r  o f  1982 t h a t  made i t  u n d e s i r a b l e  

t o  pay Ponds u p - f r o n t  f o r  i t s  p roducts ,  t he  l i n e  was dropped i n  l a t e  1982. 

d. Becton-Dick i  nson 

A  PROFAM promoeducator con tac ted  a  r e l a t i v e  a t  t h i s  f i r m  and secured t h e  

l i n e  o f  s y r i n g e s ,  and b r i e f l y ,  thermometers on a  consignment b a s i s .  A l though  

B-D had many types o f  s y r i n g e s  and assoc ia ted  needles,  PROFAM o n l y  c a r r i e d  

t h e  two b e s t  s e l l  i n g  i terns. However, because o f  i t s  cash b ind,  i n  mid-1983 

PROFAM f e l t  i t  had t o  t e m p o r a r i l y  d i v e r t  r e c e i p t s  f rom i t s  s a l e s  o f  Becton- 

D i c k i n s o n  s y r i n g e s  t o  s u p p o r t  i t s  r e g u l a r  c o n t r a c e p t i v e  program. As a  

consequence, t h i s  suppl  i e r  (and o t h e r s  t o  be noted be1 ow) d i s c o n t i n u e d  s u p p l y i n g  

p roduc ts  t o  PROFAM u n t i l  i t s  b i l l s  were pa id .  These b i l l s  have now a1 1  been 

pa id ,  b u t  PROFAM has dec ided n o t  t o  c a r r y  t h i s  l i n e  i n  f u t u r e .  



Table  11 

DISTRIBUTION OF NON-CONTRACEPTIVE 

PRODUCTS 1981 TO 1984 ( i n  Un i t s ) ,  

PROFAM, MEXICO 

BIC pens 107,200 39,159 212,044 10,933 

BIC Disposab le  Razor 57,500 14,159 51,104 300 

BIC L i g h t e r  80,800 128,067 88,402 - 
BIC Razor + L i g h t e r  - 84., 421 - - 

Becton-Dick i  nson Syr inges 103,400 742,251 452,499 - 
Becton-Dickinson Thermometer 165 - - - 

Vi tamins 19,067 8,757 7,286 696 

Ponds Q - t i p s  

Ponds Deodorant 

Ponds Cream 

Glue (Kola ~ o c a )  920 - - - 

NUBE Sani t a r y  Towel s 91 ,600 64,276 6,112 - 

CONTAC 120,000 1,196,820 566,660 600,720 

Fami ly  Medic ine K i t  

Key Chains 

Max Factor  

Heal t h  Magazine 

a ~ s t i m a t e d  due t o  an absence o f  December 1981 s a l e s  reco rds  

b ~ i v e  months o n l y  

' ~ e t u r n s  



BIC - 
A s i m i l a r  p a t t e r n  app l i ed  t o  BIC. F i r s t ,  con tac t s  were made between 

Raul Roca and an ex -co l l  eague. Subsequently, pens, d isposable  r azo rs  and 

d isposable  l i g h t e r s  were so ld  on a consignment bas is  u n t i l  mid-1983 when 

PROFAM's de l  i nquency i n  payments and the co inc i den ta l  res ign la t ion  o f  Raul ' s  

f r i e n d  l e d  BIC t o  cancel  t he  arrangement. I t  w i l l  n o t  be resumed. 

f. Kola Loca 

This  a l l - pu rpose  g l u e  was s e l l i n g  w e l l  i n  supermarkets b u t  p o o r l y  i n  

drugstores.  The manufacturer and PROFAM decided t o  t e s t  whether PROFAM cou ld  

improve sa les  i n  drugstores through t h e  e f f o r t  o f  PROFAM's promoeducators. 

They found t h a t  much improvement cou ld  - n o t  be achieved. Fur ther ,  s ince  t he  

manufacturer would n o t  permi t  consignment sales,  the  product  was dropped a f t e r  

a ve r y  s h o r t  sa les per iod  i n  1981. 

g. Baby B o t t l e s  

For a sho r t  time, PROFAM acqui red f r e e  samples o f  baby b o t t l e s  t o  see 

whether they cou ld  make up  a p r o f i t a b l e  1 i n e  f o r  PROFAM. I t  was d iscovered 

t h a t  the market  was h i g h l y  p r i c e  compe t i t i ve  and PROFAM d i d  n o t  have t he  c a p i t a l  

o r  marke t ing  f l e x i b i l i t y  t o  compete e f f e c t i v e l y .  Th is  product  was q u i c k l y  

dropped. 

h. Contac 

Th is  product  i s  manufactured by Smith, K l i n e  and French which i s  Lu i s  de 

l a  Macorra 's prev ious employer. Ing .  de l a  Macorra was a b l e  t o  secure the  

product  on consignment. I t  i s  s t i l l  on consignment and i s  a steady, a l though  

seasonal, source o f  revenue. I t  w i l l  con t inue  i n  t he  product  1 ine.  



i. Vi tamina V i tam ins  

A  former  promoeducator f rom PROFAM s t a r t e d  h i s  own company t o  produce 

and m a r k e t  v i t a m i n s  i n  j o i n t  p a r t n e r s h i p  w i t h  t h e  p r i v a t e  Mexican t e l e v i s i o n  

e n t e r p r i s e ,  T e l e v i s a .  The l a t t e r  s u p p l i e d  f r e e  a d v e r t i s i n g  t i m e  f o r  t h e  

p roduc t  as i t s  c o n t r i b u t i o n  t o  t h e  v e n t u r e .  PROFAM was g i v e n  t h e  p roduc t  t o  

marke t  on consignment. However, d u r i n g  t h e  economic c r i s i s  o f  1982, T e l e v i s a  

dec ided n o t  t o  c o n t i n u e  t o  o f f e r  f r e e  t e l e v i s i o n  a d v e r t i s i n g .  V i tam ina  sub- 

s e q u e n t l y  en te red  bankruptcy .  PROFAM c o n t i n u e d  t o  s e l l  t h e  s u b s t a n t i a l  s t o c k s  

i t  had on hand. These a r e  now v i r t u a l l y  a l l  d e p l e t e d .  

j. Max Fac to r  

Again, personal  c o n t a c t s  w i t h  L u i s  de l a  Macorra were 'mpor tant  i n  

secu r ing  f o r  PROFAM t h e  o p p o r t u n i t y  t o  d i s t r i b u t e  on consignment Max F a c t o r ' s  

"Moisturessence" l i n e .  T h i s  l i n e  was s o l d  e n t i r e l y  on t h e  b a s i s  o f  i n - s t o r e  

d i s p l a y s  w i t h  no media back ing.  PROFAM was g i v e n  e x c l u s i v e  d i s t r i b u t i o n  i n  

d r u g  s t o r e s  on consignment. As o f  J u l y  1984 PROFAM i s  n o t  c a r r y i n g  t h e  l i n e  

as i t  has n o t  f u l l y  p a i d  o f f  what i t  owes Max Fac to r  f rom p r e v i o u s  sa les ,  

a1 though a  repayment p l a n  has been agreed t o .  Th i  s  1  i n e  wi; 1  n o t  be taken  u p  

a g a i n  s i n c e  PROFAM management has concluded t h a t  a l t h o u g h  i s  i s  capab le  o f  

h a n d l i n g  t h e  l i n e ,  t h e  modest gross  marg in  (21.4 pe rcen t  i n  1983) d i d  n o t  

j u s t i f y  a l l  t h e  t i m e  and t r o u b l e  t h e  promoeducators have t o  p u t  i n  s e t t i n g  up 

and m a i n t a i n i n g  d i s p l a y s  and check ing i n v e n t o r i e s  t o  i n s u r e  a  f u l l  s e l e c t i o n  

o f  c o l o r s  i s  a v a i l a b l e .  

k. NUBE S a n i t a r y  Napkins 

T h i s  was a  un ique  v e n t u r e  f o r  PROFAM i n  t h a t  t h e  p r o d u c t  was manufactured 

as a  s p e c i a l  2-napkin pack c a r r y i n g  PROFAM's own r e g i s t e r e d  brand name, NLIBE. 



I n i t i a l l y ,  s a l e s  were v e r y  h i g h  as t h e  dominant manufacturer ,  K imber ly -Clark ,  

had as i t s  s m a l l e s t  i t e m  a  10-napkin pack. However, t h e  economic c r i s i s  

pushed PROFAM's c o s t s  up so h i g h  t h a t  i t  c o u l d  n o t  p r o f i t a b l y  u n d e r p r i c e  even 

K imber l y -C la rk ' s  10-pac k. T h i s  p roduc t  was a1 so dropped. 

e .  Rev is ta  de l a  Salud 

The 1  a t e s t  non-con t racep t i ve  i tem i n  PROFAM1s commercial p roduc t  1  i n e  

i s  a  heal t h  magazine s o l d  i n  d rug  s t o r e s .  The magazines a r e  g i v e n  on con- 

s ignment t o  PROFAM and a1 so t o  r e t a i l e r s .  A t  each month 's  d c l  i v e r y ,  cash i s  

r e c e i v e d  f o r  l a s t  month 's sa les  and unso ld  magazines r e t u r n e d .  T h i s  p roduc t  

w i l l  be r e t a i n e d .  

By mid-1 984, PROFAM's 1  i n e  o f  non-con t racep t i ve  products  d i s t r i b u t e d  

through t h e  commercial system has been reduced t o  t h r e e  i tems f rom a  h i g h  o f  

e i g h t  i n  1983. The t h r e e  remain ing a r e  Contac, Rev is ta  de l a  Salud and t h e  

key cha ins .  Other products,  however, a r e  planned f o r  t h e  f u t u r e ,  as w i l l  be 

noted below. D e t a i l e d  s a l e s  and gross marg in  r e s u l t s  f o r  t h e  years  1982 

through 1984 a r e  reproduced i n  Tab1 e  12 (wh ich  a1 so i n c l u d e  s i m i l a r  r e s u l t s  

f o r  c o n t r a c e p t i v e  p roduc ts ) .  The t a b l e  shows, f i r s t  o f  a l l ,  t h e  v e r y  h i g h  

gross margins c o n t r i b u t e d  by t h e  c o n t r a c e p t i v e  l i n e s .  I n  1982 and 1983, 

be fo re  PROFAM's cash problems had t h e i r  major  impact  on noncon t racep t i ve  

p roduc t  sa les ,  c o n t r a c e p t i v e  products  generated f rom t w o - t h i r d s  t o  th ree -  

q u a r t e r s  o f  PROFAM's s a l e s  revenues b u t  abou t  n i n e t y  pe rcen t  o f  t o t a l  g ross 

margins f o r  t h e  commercial d i v i s i o n .  T h i s  i s ,  o f  course, caused by t h e  f a c t  

t h a t  t h e  average markup on c o n t r a c e p t i v e s  was 71.8 pe rcen t  i n  1982 and 74.7 

pe rcen t  i n  1983. Mark-ups on t h e  non-con t racep t i ve  i tems were s teady a t  abou t  

22.5 pe rcen t .  Mark-ups on condoms were s l i g h t l y  h i g h e r  i n  1983 s i n c e  the  



PROFAM condom brand, wh ich a1 one made up  about  57 pe rcen t  o f  sa les ,  went f rom 

a gross marg in  o f  75.5% t o  81.9%. ( A t  t h e  same t ime, gross margins on Se lec to  

dropped by one-ha l f ,  p r i m a r i l y  due t o  t h e  r a p i d  d e v a l u a t i o n  c f  t h e  peso which 

had a  s t r o n g  impact  on t h i s  purchased impor ted p roduc t . )  

However, i n  1983 when t h e  g r e a t e s t  number o f  non-con t racep t i ve  products  

were p a r t  o f  t h e  PROFAM 1 i n e  and t h e  c o u n t r y ' s  economic problems had o n l y  

begun t o  impact, these products  generated a lmos t  o n e - t h i r d  o f  PROFAM's s a l  es, 

a  s i g n i f i c a n t  accomplishment. A t  a  r a t e  o f  160 pesos t o  t h e  d o l l a r ,  t h e y  

c o n t r i b u t e d  about  $45,300 U.S. i n  gross marg in  toward PROFAM's e f f o r t s  a t  s e l f -  

s u f f i c i e n c y .  Poss ib l y ,  i f  t h e  economic c r i s i s  had n o t  been a  major  problem, 

t h e  t o t a l  c o n t r i b u t i o n  c o u l d  have been marked ly  h igher  . 
I n  1984, t h e  s i t u a t i o n  on b o t h  l i n e s  i s  n o t  y e t  ve ry  promis ing.  Not  o n l y  

a r e  c o n t r a c e p t i v e  s a l e s  o f f ,  g ross margins on PROFAM condoms have f a l l e n  t o  

72.2 p e r c e n t  f rom 81.9 pe rcen t  i n  1983. S ince p roduc t  c o s t s  a r e  o n l y  f o r  packaging, 

t h i s  s h i f t  r e f l e c t s  t h e  f a c t  t h a t  PROFAM's p r i c e s  have lagged beh ind r i s e s  i n  

these c o s t s .  A p r i c e  r i s e  planned f o r  J u l y  should improve t h i s  p i c t u r e  as i t  

has f o r  S e l e c t o  which now has a  gross marg in  o f  42.7 percent ,  up  from 27.6 

pe rcen t  i n  1983. Fu r the r ,  as t h e  non-con t racep t i ve  1  i n e  has been reduced t o  

t h r e e  o f  i t s  most p r o f i t a b l e  i tems,  gross margins a r e  now up t o  32.2 percent .  

However, i t  may be es t ima ted  t h a t  t h e  t o t a l  c o n t r i b u t i o n  o f  these i tems w i l l  

p robab ly  be l e s s  than $20,000 U.S. i n  gross margins i n  1984. 

The o v e r a l l  p r o f i  t a b i l  i t y  o f  t h e  c o r p o r a t e  e n t i t y ,  PROFAMILIA S.A., which 

c a r r i e s  o u t  t h e  commercial s a l e s  o p e r a t i o n  i s  i n d i c a t e d  i n  Tab le  13. Here we 

can see t h a t ,  f o l l o w i n g  a  l o s s  i n  1982, PROFAMILIA has r e p o r t e d  a  p r o f i t  on 

i t s  o p e r a t i o n s  f o r  1983 and f o r  t h e  f i r s t  f i v e  months o f  19134. Fu r the r ,  ove r -  

a l l  p r o f i t s  i n  1984 appear t o  be r u r ~ n i r ~ g  ahead o f  1983, p r i n i a r i l y  due t o  h igher  

average mark-ups ( a l s o  r e f 1  ected i n  Tab1 e  12) and a  s teady l e v e l  o f  expenses. 



T a b l e  1 2  

SALES AND GROSS MARGINS,  COMMERCIALLY D I S T R I B U T E D  PRODUCTS, 

1 9 8 2 - 8 4 ,  P!?OFAM, MEXICO 

1982 1983 5 months 1984 

Tota l  salesa Gross Margin GM Tota l  Sales Gross Margin GH Tota l  Sales Gross Margin 6H 

Product L i n e  pesosa x pesosa % X pesosa z pesosa X Z pesosa z pesosa Z Z 

Profam Condoms 34,007 5 8 . 9  25.667 73 .8  75.5 56,395 5 6 . 7  46,182 8 0 . 5  81.9 31.554 7 4 . 3  22,789 8 6 . 2  72.2 

Other Profam Products 757 1 .3  363 1 . 0  47.9 (19)  (b )  (11) (b)  (60.5) (20) ( b )  ( 8 1  (b )  (38.4) 

Profam Duo 615 1 .1  2 66 . 8  43.3 1,013 1 . 0  586 1 . 0  57.8 354 . 6  168 . 6  47.5 

Supermacho 208 . 4  162 . 5  78.0 300 . 3  261 . 5  07.1 18 . 1  76.1 23 . 1  

Alazan 161 . 3  125 . 4  77.6 227 .2  196 . 3  86.1 93 . 2  72 . 3  77.5 

Sel ec t o  3.946 6 . 6  2,590 7 . 4  65.7 7,258 7 . 3  2,000 3 . 5  27.6 4,400 10 .4  1,878 7 .1  42.7 

N o r g e s t r l l  1.844 3 . 2  606 1 . 7  32.8 816 . 6  5 2 . 1  6.4 

Other Sales 2,588 4 . 5  1.902 5 . 5  73.5 1,185 1 . 2  885 1 . 5  74.7 

Patector  N . F .  1,433 3 . 4  151 .6  10.5 
m 

PLAFAM - -  - - -  -- - - -  -- 11 5 727 1 .7  . 4  15.8 0 

TOTAL CONTRACEPTIVES 44,126 16.4 31,681 9 1 . 5  71.8 67,175 67.6 50,151 8 7 . 4  74.7 38,564 90.8 25,183 95 .2  65.3 

San i ta ry  Napkins 21 1 . 3  89 . 3  42.3 49 (b )  39 (b )  79.0 

B1C Products 3,906 6 . 8  881 2 . 5  22.6 4,787 4 . 8  938 1 . 6  19.6 224 . 5  4 5 . 2  20.0 

B L 0 Syr inges 8,140 14 .1  1,734 5 . 0  21.3 12,424 12 .5  2.960 5 . 2  23.8 14 ( b )  4 (b )  31.1 

CONTAC 887 1 .5  256 . 7  28.8 1,277 1 . 3  420 . 7  32.9 1,745 4 . 1  608 2 . 3  34.9 

V i  tarnins 274 . 5  81 . 2  29.5 198 . 2  79 . 1  39.7 30 . 1  13 (b )  42.8 

Ponds 90 . 2  20 . 1  22.4 1 ( b )  - ( b )  22.5 

Family Medica l  K i t  

Key Chains 

Max Factor  

Magazine 

TOTAL NON-CONTRACEPTIVES 

ALL PRODUCTS 

a i n  1000's; b l ess  

.9.204 9 .5  6 3 . 4  21.4 

- -  - - -  5 (b) - -  1 (b)  30.1 - - -  
13.652 23 .6  - -  3,090 8 . 9  22.6 32.241 32 .4  7,248 1 2 . 6  22.5 - -  - -  - -  
57,778 100 .0  34.771 100 .0  60.2 99,916 100 .0  57.399 100 .0  57.7 

than .1 percent 



Future Plans f o r  Non-Contraceptive Products 

A t  t he  present  t ime, i t  i s  PROFAM management's i n t e n t i o n  t o  g i v e  cons id-  

erab l  e a t t e n  t i o n  t o  adding more non-cont racept ive products t o  i t s  commercial 

d i s t r i b u t i o n  system. As t he  da ta  above suggest, they  b e l i e v e  t h a t  i n  f u t u r e  

they can add s i g n i f i c a n t l y  t o  t o t a l  gross margins by piggybacking o the r  

products onto t h i s  d i s t r i b u t i o n  system. Among t he  products c u r r e n t l y  under 

cons ide ra t i on  a r e  t h e  f o l l o w i n g :  

a. Disposabl e sy r inges  manufactured by J e r i  p l a s t .  

b. A 1 i n e  o f  bandaging m a t e r i a l s  (swabs, gauze swatches and r o l l s ,  
f o l d e d  co t ton ,  adhesive tape and band-aids) manufactured by 
A1 pha . 

c.  A 1 i n e  o f  Oral  Rehydrat ion L i q u i d s  manufactured by A1 pha. 

d. Oral  Rehydrat ion S a l t s  manufactured by PROFAM. 

I n  t he  f i r s t  case, t h e  manufacturer came t o  PROFAM. The l a t t e r  two 

arose i n  the  " t r a d i t i o n a l  " way from personal connect ions and pas t  exper iences. 

(A1 pha suppl i e s  the TCu220C I .U.D. t h a t  PROFAM markets and a l  A1 pha execu t i ve  

i s  on the  PROFAM Foundat ion's Board o f  D i r ec to r s . )  

The o r a l  r ehyd ra t i on  s a l t s  p r o j e c t  i s  s t i l l  a t  t he  research stage. Two 

s tud ies  w i t h  d r u g g i s t s  and p o t e n t i a l  consumers have a1 ready Seen completed. 

A g r a n t  from The Futures Group has been requested f o r  a f e a s i b i l i t y  s tudy  for  

t h i s  l i n e .  A t a b l e t  p resen ta t ion  i s  be ing  considered. 

D i v e r s i f i c a t i o n  

PROFAM has developed t h ree  o the r  sources o f  revenue t o  t he  present  t ime 

through sa les o f  ( a )  medical products ( b )  computer se rv ices  and ( c )  a d v e r t i s i n g  

se rv ices  t o  new markets. Each o f  these revenue sources i s  cnannel l e d  through 

a separate company as fo l lows:  



Table  13 

PROFIT AND LOSS, PROFAMILIA S.A.,  MEXICO 

1982 TO 1984 

(1000's o f  Pesos) 

1982 1983 5 months, 1984 
Pesos %' Pesos % Pesos % 

Sales 106,328 102.0 44,321a 101.1 

Less Discoun ts /Returns 2,082 2.0 465 - 1 .I 

Net Sales 67,562 100.00 104,247 100.0 43,856 100.0 

Less Cost o f  Goods 27,781 41.1 48,925 46.9 17,677 40.3 

Gross Margin 39,781 58.9 55,322 53.1 26,179 59.7 

Less Expenses 

Management 

Admini s t r a t i o n  

Operat ions 

Sales  

Account ing 

F inanc ing 

Market ing 

TOTAL EXPENSES 

Other Income 

Net P r o f i t  o r  Loss 

a Inc ludes  a t r a n f e r  o f  $1,861,000 pesos t o  ECISA (see below).  



Product /Serv ice Company 

Medical Products Equipamento Comercial I n t e r -  
national S .A. (ECISA) 

Computer Serv ices CLEM S.A. 

A d v e r t i s i n g  Serv ices CREATIVA S.A. 

To understand t h e  c o n t r i b u t i o n  and f u t u r e  prospects  o f  each o f  these 

companies (which a r e  t r e a t e d  a l s o  as d i v i s i o n s  o f  GRUPO PROFAM), a  b r i e f  

h i s t o r y  i s  necessary. 

i. ECISA 

When sa les  began t o  be d i f f i c u l t  i n  t h e  bas ic  condom market  i n  1982, 

PROFAN began t o  l o o k  around f o r  a  company i t  cou ld  add t o  i t s  opera t ions  t o  

generate a d d i t i o n a l  revenue. ECISA was a  company t h a t  was begun i n  March o f  

1981 by v a r i o u s  i n d i v i d u a l s  t o  market  medical  products  i n c l u d i n g  a  l i n e  made 

by Hew1 i t t - P a c k a r d .  The company looked 1  i k e  a  promis ing a d c i t i o n  and thus was 

acqu i red  i n  December o f  1982. The former owners r e t a i n e d  a  40 percen t  i n t e r e s t  

i n  t h e  company. 

ECISA began opera t ions  as p a r t  of PROFAM i n  January 1983 a1 though i t s  

p r o f i t s  and losses  were i n c o r p o r a t e d  i n t o  PROFAM's 1982 r e s u l t s .  The company/ 

d i v i s i o n  was g iven  r e s p o n s i b i l i t y  f o r  s e l l i n g  t h e  Hewl i t t -Pqckard  l i n e  as w e l l  

as t h e  TCu220C I.U.D. and l a p a r s c o p i c  equipment t o  h o s p i t a l s  and o t h e r  h e a l t h  

c a r e  o u t l e t s .  ECISA was e x c l u s i v e  d i s t r i b u t o r  f o r  a l l  o f  these l i n e s .  I t  

a l s o  purchased o t h e r  medical  equipment f o r  i t s  c l i e n t s  as requested. 

I n  Mexico,about 80 percent  of a l l  medical  equipment i s  s o l d  t o  t h e  Mexican 

Goverrment, bo th  t h e  Soc ia l  S e c u r i t y  A d m i n i s t r a t i o n  and t h e  Heal t h  Serv ice.  

U n f o r t u n a t e l y ,  j u s t  as ECISA began o p e r a t i o n  w i t h i n  PROFAM, t h e  government 



ceased buy ing - a l l  medical  equipment such as t h e  H e w l i t t - P a c k a r d  l i n e  because 

o f  t h e  economic c r i s i s .  Thus, as i n d i c a t e d  i n  Tab le  14, ECISA1s s a l e s  f e l l  

d r a m a t i c a l l y  i n  1983 and were s t i l l  down i n  1984. One major  s a l e  t o  Humana 

H o s p i t a l s  o f  over  70 m i  11 i o n  pesos was made i n  1983. However, because o f  

d e l i v e r y  problems o n l y  10 m i l l i o n  pesos i n  " s a l e s "  were i n v c i c e d  i n  1983 

and 60 m i l l i o n  pesos i n  1984. Thus about  40 m i l l i o n  pesos i n  s a l e s  i n  1982 

and o n l y  a b o u t  6  m i l l  i o n  pesos i n  1983 were s a l e s  above and beyond t h e  major  

Humana sa le .  

Expenses f o r  ECISA were v e r y  h i g h  i n  1983 s i n c e  PROFAM a t  t h e  o u t s e t  

a m b i t i o u s l y  dec ided t o  h i r e  more sa lespeop le  ( a t  h i g h  r a t e s  because o f  t h e i r  

p r o f e s s i o n a l  s k i l l s )  t han  were i n i t i a l l y  i n  t h e  d i v i s i o n  and pay s i g n i f i c a n t  

t r a v e l  1  i n g  and o t h e r  expenses. These c o s t s  amounted t o  over  13 m i l  1  i o n  pesos 

i n  1983 which w e l l  exceeded t h e  gross marg in  c o n t r i b u t e d  by t h e  l i n e ,  even 

i n c l u d i n g  t h e  Humana d e l i v e r i e s .  As a  r e s u l t ,  PROFAM i n  1984 s u b s t a n t i a l l y  

trimmed t h e  expenses o f  t h i s  c o m p a n y l d i v i s i o n  i n  p a r t  by r e d u c i n g  t h e  s a l e s  

f o r c e  t o  4  peop le  and p u t t i n g  a l l  o f  them on commission o n l y .  S t i l l  , PROFAM 

i s  r e l a t i v e l y  p e s s i m i s t i c  abou t  t h i s  d i v i s i o n  which has been a  s i g n i f i c a n t  

d r a i n  f o r  t h e  GRUPO r a t h e r  than  t h e  c o n t r i b u t o r  i t  was i n t e d e d  t o  be. I n  

a d d i t i o n ,  t h e  f u t u r e  s t a t u s  o f  t h e  Hew l i t t -Packa rd  l i n e  i s  u n c l e a r .  

ii. CREATIVA. S.A. 

When i n i t i a l  1  y formed, PROFAM secured i t s  a d v e r t i s i n g  a s s i s t a n c e  l a r g e l y  

f rom o u t s i d e  sources, m a i n l y  i n  t h e  Mexico Ci ty  area.  However, i n  mid-1983 

a f t e r  t h e  o p e r a t i o n  moved t o  Quere ta ro ,  PROFAM was a b l e  t o  c o n v i n c e  Sr .  S e r g i o  

Orozco t o  come t o  the  new s i t e  and d i r e c t  t h e  a d v e r t i s i n g  cdmpany t h a t  PROFAM 

had s e t  up. The company was designed b o t h  t o  s e r v i c e  PROFAM and t o  s o l  i c i  t 



Table  14 

PROFIT AND LOSS, EQUIPAMENTO COMERCIAL 

INTERNACIONAL S .A,, ClEXICO 1982-1 984 

(1000 's  o f  Pesos) 

1982 1983 5 months 1984 

Pesos % Pesos X Pesos % 

Gross Sales 33,239 100.0 50,205 112.4 66,443 100.0 

Discounts  6 ( b )  5,534 12.4 - - 
Net Sal es 33,232 100.0 44,671 100.0 66,443 100.0 

Cost  of  Goods -- 21,541 64.8 35,799 80.1 57,371 86.3 

Gross Marg in  11,691 35.2 8,872 19.9 9,072 13.7 

Less Expenses 

Marke t ing  

Management 1,813 4.1 95 .1 

A d m i n i s t r a t i o n  6,439 19.4 3,789 8.5 1,826 2.7 

Sal es 4,936 14.9 13,103 29.3 5,496 8.3 

Financing 559 1.3 47 - 1  

T o t a l  Costs 11,375 34.2 19,264 43.1 7,481 11.3 

0 t h e r  Income a b 463 .7 

Net P r o f i t  o r  Loss 316 1.0 (10,391) (23.3) 2,054 (3.1 

a Less than 500 pesos 

b Less than  . I  p e r c e n t  



business f rom o u t s i d e  c l i e n t s .  As of  June, 1984, C r e a t i v a  had t h e  f o l l o w i n g  

" T h i r d  P a r t y "  accounts : 

1. A d v e r t i s i n g  des ign  f o r  a  h o t e l ,  Las Cavas, i n  nearby Tequisquiapan. 

2 .  A s s i s t i n g  an a d v e r t i s i n g  company i n  Mexico C i t y ,  C r e a t i v e  
Marke t ing  de Mexico, S.A. t o  develop a  t o u r i s t  map f o r  the  
S t a t e  o f  Quere ta ro .  

3. Deve lop ing i n t e r n a l  communications f o r  a  p l a s t i c s  manufacturer,  
Producto d e l  B a j i o .  

4. Developing i n t e r n a l  communications f o r  a  packaged food company, 
Clemente Jacques. 

5. Deve lop ing a  l o g o  and communications m a t e r i a l  f o r  ;he s o c i a l  
development d i v i s i o n  o f  t h e  s t a t e  o f  Quere ta ro  (p romot ing  n a t i v e  
c r a f t s )  . 

6. Deve lop ing pos te rs  and dip lomas f o r  a  l o c a l  s e c r e t a r i a l  academy, 
Acadamia Comercial Anahuac. 

7. Developing d i r e c t  m a i l  m a t e r i a l s  f o r  t h e  Soc ia l  Marke t ing  
I n t e r n a t i o n a l  Assoc ia t i on .  

8. Developing d i r e c t  m a i l  m a t e r i a l s  f o r  an e x p o r t  combany, PEISA. 

Resu l t s  f o r  C r e a t i v a  r e p o r t e d  i n  Tab le  15 i n d i c a t e  a  r a p i d l y  improv ing  

s a l e s  and gross p r o f i t  s i t u a t i o n .  More i m p o r t a n t l y ,  sa les  t o  " T h i r d  P a r t i e s "  

i n  t h e  f i r s t  f i v e  months o f  1984 a r e  now g r e a t e r  than i n t e r n a l  sa les  t o  o t h e r  

PROFAM d i v i s i o n s .  Th is  i s  a  company about  which PROFAM i s  v e r y  e n t h u s i a s t i c .  

iii. CLEM, S.A. 

PROFAM was one o f  t h e  e a r l i e s t  f a m i l y  p l a n n i q g  programs t o  be computer ized.  

A computer was ren ted  as p a r t  o f  t h e  o r i g i n a l  Popu la t i on  Serv i ces  I n t e r n a t i o n a l  

c o n t r a c t .  A t  t h e  end o f  t h i s  c o n t r a c t ,  t h e  computer was purchased by PROFAM 

and pa id  o f f  by 1983. A  separate  company, CLEM S.A. was b r ~ u g h t  i n t o  t h e  GRUPO 

PROFAM t o  p r o v i d e  computing s e r v i c e s  i n t e r n a l l y  and t o  t h i r d  p a r t i e s .  A t  the  

end o f  1982, i t  was r e a l i z e d  t h a t  CLEM had excess c a p a c i t y  and i n  t h e  m idd le  

o f  1983 i t  began t o  l o o k  f o r  o u t s i d e  c l i e n t s  t o  which i t  c o u l d  supp ly  accoun t ing  

and p a y r o l l  s e r v i c e s .  



As i n d i c a t e d  i n  Table 16, CLEM i n  1984 rece ived  s i x  pe rcen t  o f  i t s  

revenues f rom o u t s i d e  t h i r d  p a r t i e s  which rep resen ts  a  s lower  r a t e  o f  deve lop-  

ment than  PROFAM hoped f o r .  However, CLEM i s  showing a  book p r o f i t  i n  t h e  

most r e c e n t  pe r iod .  Plans a r e  now i n  p lace  f o r  marke t ing  t h e  e x t e n s i v e  and 

h i g h l y  a c c u r a t e  1  i s t  o f  d r u g s t o r e s  t h a t  PROFAM has accumulated i n  t h e  form 

o f  l a b e l s  f o r  o t h e r  manufacturers,  e s p e c i a l l y  d r u g  companies. 

i v .  Other  Companies 

An a d d i t i o n a l  d i v e r s i f i c a t i o n  s t r a t e g y  t h a t  GRLIPO PROFAM has devel oped 

t o  improve i t s  p r o f i t a b i l i t y  t h a t  i s  a l s o  u s e d  b y  t h e  P 3 p u l a t i o n  De-  

velopment A s s o c i a t i o n  i n  Tha i land i s  t o  e s t a b l  i s h  independent companies t o  

h o l d  assets ,  p r o v i d e  s e r v i c e s  o r  o t h e r w i s e  a s s i s t  PROFAM's i n t e r n a l  organ- 

i z a t i o n a l  needs. We have a l r e a d y  seen t h a t  ECISA, CLEM and CREATIVA were 

s e t  up i n  p a r t  f o r  these reasons. CLEM and CREATIVA p r o v i d e  a d v e r t i s i n g  and 

computer s e r v i c e s  t o  o t h e r  GRUPO companies t h a t  they  would o t h e r w i s e  have t o  

a c q u i r e  ou ts ide .  

The a d d i t i o n a l  companies and t h e i r  r o l e s  a r e  as f o l l o w s :  

1 .  Promatora de P l a n i f i c a c i o n  F a m i l i a r  A.C. ( A s s o c i a t i o n  C i v i l )  

Created a t  t h e  same t ime  as PROFAMILIA, t h i s  non-p ro f i t .  o r g a n i z a t i o n  i s  

e s t a b l i s h e d  t o  r e c e i v e  g r a n t s  f rom o u t s i d e  agencies which a  p r i v a t e  company 

canno t  do. PROMATORA a l s o  superv ises t h e  two h e a l t h  c a r e  c s n s u l t o r i o s  which 

a r e  b o t h  n o n - p r o f i t  and, a t  t h e  moment, supported by g ran ts ,  I t  i s  hoped t h a t  

some day these  consul  t a r i o s  w i  11 p r o v i d e  r o y a l  t i e s  t o  PROMATORA. PROMATORA 

superv ises o t h e r  m i s c e l l  aneous f a m i l y  p l a n n i  ng a c t i v i t i e s  e x c l u s i v e l y  funded 

by g ran ts .  I n  t h e  past ,  t h i s  has i n c l u d e d  marke t ing  research  a c t i v i t i e s .  



Table  15 

PROFIT AND LOSS, CREATIVE S.A. ,  MEXICO 

1982 t o  1984 

(1000's o f  Pesos) 

1982 1983 5 months 1984 

Pesos % Pesos % Pesos X 

Sales t o  Profam 1,899 74.3 1,290 41 .6 

Sales t o  T h i r d  
P a r t i e s  

Sales 307 100.0 2,555 100.0 3,099 100.0 

Cost o f  Goods - 11 3.4 329 12.9 284 9.2 -- 
Gross Margin 296 96.6 2,226 87.1 2,814 90.8 

Less Expenses 

A d m i n i s t r a t i o n  7 1 23.1 834 32.3 1,873 60.4 

Sal es 2 67 87.0 1,862 72.9 1,175 37.9 

F i  na nce - - - -- 9 - .3 

T o t a l  Expenses 338 110.1 2,696 105.5 3,056 88.6 

Other Income - a b -- a - b 

Net P r o f i t  o r  Loss (42)  (13.7) (470) (18.4) (242) (7.8) 

a Less than 500 pesos 

b Less than .1 percent  



Tab le  1 6  

PROFIT AND LOSS, CLEM S.A., MEXICO 

1982 t o  1984 

(1000 's  o f  Pesos) 

1982 1983 5 M n t h $  1984 

Pesos % Pesos % Pesos % 

Sa les  t o  PROFAM 

Sales  t o  3 r d  P a r t i e s  -- -- 162 5.9 

T o t a l  Sa les  3,099 100.0 3,880 100.0 2,727 100.0 

Less Cost  o f  Goods 570 -- 85 2.2 -- 664 24.3 

Gross Marg in  2,530 3,795 97.8 2,063 75.7 

Less Expenses 

Admini s t r a t i o n  2,648 

F inanc ing  -- -- 2 .1 

T o t a l  Expenses 1,704 62.5 

O the r  Income - - a b 14 .5 -- -- 
Net P r o f i t  o r  Loss (118)  (271)  ( 7 . 0 )  374 13 .7  

a Less t h a n  500 pesos 

b Less t h a n  .I p e r c e n t  



I n  t h e  f u t u r e ,  proposa ls  have been prepared f o r  such a c t i v i t i e s  as t h e  ORS 

f e a s i b i l i t y  s tudy  and a  3 - c i t y  t r a i n i n g  program f o r  d o c t o r s  i n  techn iques o f  

tuba1 l i g a t i o n .  The d i r e c t o r s  o f  PROMATORA a r e  s i x  PROFAM execu t i ves  and 

s i x  o u t s i d e  d i r e c t o r s .  ( A l l  o t h e r  GRUPO PROFAM companies except  PROFAM S .A., 

below have o n l y  PROFAM execu t i ves  as d i r e c t o r s .  ) 

2.  I m m o b i l a r i a  PROFAM, S.A. 

T h i s  r e a l  e s t a t e  c o r p o r a t i o n  was formed when PROFAM moved t o  Mexico. I t s  

r o l e  i s  t o  h o l d  t i t l e  t o  t h e  l a n d  and head o f f i c e  - f a c t o r y  o f  PROFAM. I t s  

incomes a r e  s o l e l y  f rom r e n t a l s  t o  o t h e r  PRCIFAM companies. 

Promotora Y F a b r i c a c i o n  Mexicana S .A. (PROFAMSA) 

T h i s  i s  a  j o i n t  ven tu re  w i t h  Schmid L a b o r a t o r i e s  Co., Nh ich  has a  40 pe r -  

c e n t  i n t e r e s t .  PROFAMSA's s o l e  f u n c t i o n  a t  t h e  moment i s  t c  repackage condoms. 

There a r e  p lans  f o r  PROFAMSA t o  purchase un tes ted  condoms and t e s t  them i t s e l  f 

a t  t h e  Quere ta ro  p l a n t  i n  l a t e  1984 o r  e a r l y  1985 and t o  s t a r t  i n v e s t i n g  t o  

produce i t s  own condoms beg inn ing  i n  1987. I n  t h e  i n t e r i m  PROFAM i s  d i s c u s s i n g  

t h e  p o s s i b i l i t y  o f  p r i v a t e  l a b e l  condom packaging f o r  a ma jo r  government d i s t -  

r i  b u t i o n  ou t1  e t  (CONASUPO) . 

4. L a b o r a t o r i a s  PROFAM, S.A. (LAPSA) 

T h i s  c o r p o r a t i o n  i s  e s t a b l  i shed  t o  manufacture  t h e  v a g i n a l  s u p p o s i t o r i e s  

once approva l  has been ob ta ined  f rom t h e  government. I t  i s  t h e  o n l y  PROFAM 

company w i t h  a  p e r m i t  t o  manufacture d r u g  products .  A t  t h e  moment i t  has no 

f u n c t i o n .  As noted e a r l i e r ,  t h e r e  a r e  p lans under c o n s i d e r a t i o n  t o  beg in  

manu fac tu r ing  o r a l  r e h y d r a t i o n  s a l t s  i n  t h i s  d i v i s i o n  by  t h e  S p r i n g  o f  1985. 



A c o n s o l i d a t e d  p r o f i t  and l o s s  s ta temen t  f o r  t h e  f i r s t  f i v e  months o f  

1984 f o r  a l l  e i g h t  GRUPO PROFAM companies i s  r e p o r t e d  i n  Tab le  17. One immed- 

i a t e l y  notes  t h a t  t h e r e  i s  a  t o t a l  n e t  p r o f i t  f o r  t h e  period:. However, because 

o f  temporary  t r a n s f e r s  among businesses and the  c r e d i t i n g  o f  p a s t  s a l e s  t o  t h e  

p resen t  p e r i o d  (e.g., t h e  Humana s a l e )  t h e  f i g u r e s  do n o t  r e p r e s e n t  the  t r u e  

p r o f i  t a b i l  i ty  o f  c u r r e n t  o p e r a t i o n s .  Management e s t i m a t e s  t h a t  t h e  program 

has a  modest o p e r a t i n g  l o s s .  On t h e  o t h e r  hand, t h e  yea r  end f i g u r e  i s  expected 

t o  be much b e t t e r  because o f  t h e  f o l l o w i n g  f a c t o r s .  

1. PROFAMILIA s a l e s  w i l l  c o n t i n u e  s teady  growth.  

2. Promatora has c u t  expenses by 400,000 pesos pe r  month 
and expects  t h r e e  m a j o r  g r a n t s  by t h e  end o f  1983. 

3. CLEM'S s a l e s  t o  t h i r d  p a r t i e s  w i l l  i n c r e a s e  through 
t h e  l a b e l  m a r k e t i n g  p r o j e c t .  

4. CREATIVA's revenues w i l l  c o n t i n u e  t o  grow due t o  i t s  aggress- 
iveness and inc reased  income f rom t h e  t o u r i s t  map p r o j e c t .  

5. PROFAMSA showed a  l o s s  i n  e a r l y  1984 l a r g e l y  because i t  
d i d  n o t  produce i n  February,  March and A p r i l .  T h i s  w i l l  
n o t  be t h e  case f o r  t h e  r e s t  o f  t h e  yea r .  

6. IPSA w i l l  n o t  change, y i e l d i n g  a  s teady p r o f i t  o f  300,000 
pesos pe r  month. 

Balanced a g a i n s t  t h i s  w i l l  be t h e  expected l o s s e s  f o r  LAPSA (wh ich  s t i l l  

w o n ' t  be produc ing)  and f o r  ECISA (wh ich  s t i l l  has n o t  t u r n e d  around) .  The 

n e t  e f f e c t  o f  a l l  o f  t h i s  i s  a  r e a l i s t i c  e x p e c t a t i o n  o f  a  p r o f i t  on o p e r a t i o n s  

f o r  1984 o f  abou t  14 m i l l i o n  pesos (about  $70,000). T h i s  would be t h e  f i r s t  

year-end p r o f i t  f o r  t h e  GRUPO. 



Table 17 

CONSOLIDATED PROF1 T AND LOSS, 

GRUPO PROFAM, E1EXIC0, JANUARY 1 TO MAY 31 , 1984 

( i n  1000's Pesos) 

PROFAMILIA ECISA CREATIVA CLEM PROFAMSA LAPSA I PSA PROMOTORA TOTAL 

Net Sal es 

Cost o f  Sales 

Gross Margin 

Expenses 

Adm in i s t r a t i on  

Sales 

Operat ions 
- 

Market ing 

F i  nance lkc  tn-g , 

Tota l  Exp. 

Other Income 

Net P r o f  i t/Loss 



SUMMARY AND CONCLUSIONS 

A. E v a l u a t i o n  C r i t e r i a  

A new v e n t u r e  t o  be added t o  any o r g a n i z a t i o n ' s  p o r t f o l i o  w i l l  be 

d e s i r a b l e  under one o f  t h e  f o l l o w i n g  c o n d i t i o n s :  

1. The ven tu re  w i l l  be successfu l  i n  i t s  own r i g h t  -- 
i .e . ,  i t  w i l l  be a  " p r o f i t a b l e "  use o f  resources and 
n o t  c o n s t i t u t e  a  d r a i n  on t h e  r e s t  o f  t h e  e n t e r p r i s e ' s  
a c t i v i t i e s ;  

2 .  The venture ,  w h i l e  n o t  l i k e l y  t o  be successfu l  i n  i t s  own 
r i g h t ,  w i l l  have s u f f i c i e n t  p a y - o f f s  t o  t h e  o r g a n i z a t i o n  
and i t s  o t h e r  a c t i v i t i e s  so as t o  j u s t i f y  t h e  under tak ing .  

C l e a r l y ,  t h e  c r i t e r i a  f o r  achievement o f  t h e  f i r s t  c o n d i t i o n  i s  s t r a i g h t -  

fo rward.  The ven tu re  should s i m p l y  o f f e r  a  r e t u r n  on investment  equal t o  

o r  g r e a t e r  than t h a t  ach ievab le  on o t h e r  uses o f  t h e  o r g a n i z a t i o n ' s  resources 

( i  .e., i t s  investment  funds)  w i t h  o n l y  a  " reasonable"  r i s k  t h a t  t h i s  r e t u r n  

would - n o t  be achieved. A t  t h e  same .time, such p r o j e c t s  shou ld  c l e a r l y  have 

1  i t t l e  o r  no n e g a t i v e  e f f e c t  on t h e  r e s t  o f  t h e  o r g a n i z a t i o n .  

A more d i f f i c u l t  i ssue  i s  d e f i n i n g  t h e  c r i t e r i a  f o r  p r o j e c t s  t h a t  a r e  

n o t  1  i k e l y  t o  be successfu l  i n  t h e i r  own r i g h t  b u t  which may have o t h e r  pay- 

o f f s  f o r  t h e  o r g a n i z a t i o n .  Exper ience t o  d a t e  suggests t h a t  t h e  a p p r o p r i a t e  

c r i t e r i a  c o u l d  ask t o  what e x t e n t  any g i ven  p roduc t  ex tens ion,  market  expansion 

o r  d i v e r s i f i c a t i o n  ven tu re  y i e l d s  one o r  more o f  the f o l l o w f n g  consequences: 

1 .  Reduces t h e  c o s t s  of  d i s t r i b u t i n g  o t h e r  products  (e.g. by 
spread ing t r a n s p o r t a t i o n  o r  sa les  personnel c o s t s  across 
more i tems) ;  

2 .  Enr iches t h e  jobs o f  p resen t  s t a f f  (e.g. p rov ides  new 
cha l lenges  o r  o p p o r t u n i t i e s )  ; 

3 .  J u s t i f i e s  more f requent  c o n t a c t s  a t  p resen t  d i s t r i b u t i o n  
p o i n t s  ( d u r i n g  which o t h e r  o r g a n i z a t i o n  products  can be 
promoted ) ; 



4 .  A t t r a c t s  new s t a f f  t h a t  c o u l d  p r e s e n t l y  o r  i n  f u t u r e  
c o n t r i b u t e  t o  o t h e r  f u n c t i o n a l  areas o f  t h e  o r g a n i z a t i o n ;  

5. Develops s k i l l s  and knowledge t h a t  can be used e lsewhere i n  
t h e  o r g a n i z a t i o n ;  

6. Pe rm i t s  t h e  a d d i t i o n  o f  s t a f f  s e r v i c e s  t h a t  can be used 
e l  sewhere i n  t h e  o r g a n i z a t i o n  (e.g., p rov ides  a  b roader  
base t o  j u s t i f y  an  i n t e r n a l  marke t i ng  research  o r  
a d v e r t i s i n g  depar tment ) ;  

7. E s t a b l i s h e s  persona l  o r  o r g a n i z a t i o n  c o n t a c t s  t h a t  can be 
u s e f u l  e l  sewhere (e .  g., e s t a b l  i s h e s  a  new d i s t r i b u t i o n  n e t -  
work o r  a  new s e t  o f  o u t l e t s )  

8. B u i l d s  g o o d w i l l  w i t h  s u p p l i e r s ,  donors o r  government 
o f f i c i a l  s  t h a t  can have l o n g t e r m  p a y o f f s ;  

9. B u i l d s  awareness o f  and p o s i t i v e  a t t i t u d e s  towards t h e  
o r g a n i z a t i o n  i n  t h e  minds o f  t h e  genera l  p u b l i c ;  

10. Does n o t  d i r e c t  management's t i m e  and e n e r g i e s  away f rom 
c o n t r a c e p t i v e  p r o d u c t s  marke t i ng ;  

11. Does n o t  r e q u i r e  l a r g e  c a p i t a l  investments ;  

12. Requ i res  s k i l l s  f o r  success t h a t  a r e  now w i t h i n  t h e  
o r g a n i z a t i o n ' s  c a p a b i l i t i e s ;  

13. C a r r i e s  few r i s k s  o f  f u t u r e  n e g a t i v e  consequences f o r  t h e  
o r g a n i z a t i o n ;  

8. Summary Eva1 ua t i o n  

As summarized i n  Tab le  18, t h e  t h r e e  programs s t u d i e d  i n  t h e  p r e s e n t  

r e p o r t  under took o r  w i l l  under take  23 p r o j e c t s  t h a t  c o u l d  be c l a s s i f i e d  as 

p r o d u c t  ex tens ions ,  marke t  expansions o r  d i v e r s i f i c a t i o n s .  The r e s u l t s  w i l l  

be summarized i n  t u r n .  

a. P roduc t  Ex tens ion  

Exper ience f rom t h e  t h r e e  p r o j e c t s  t o  d a t e  has demonstrated t h a t  one - can, 

indeed, i n c r e a s e  revenues t o  CSM programs, f rom p roduc t  l i n e  e x t e n s i o n .  A l though  

P r o f a m i l i a ' s  exper ience  was n e g a t i v e  (excep t  f o r  d i s t i l l e d  w a t e r ) ,  b o t h  PDA and 



PROFAM have concluded t h a t  such u n d e r t a k i n g s  can be p r o f i t a b l e  i f  p roduc ts  a r e  

c a r e f u l  l y  s e l e c t e d  and c l o s e l y  managed. However, exper ience  t o  d a t e  suggests t h a t  

a t  t h e  l e v e l  o f  a c t i v i t y  o f  t hese  two programs ( a  maximum o f  20 p roduc ts )  r e -  

t u r n s  w i l l  be v e r y  modest. Mon th l y  - n e t  p r o f i t s  t o  PDA f o r  20 i t ems  i n  

1983 was o n l y  abou t  $115 (u.S.) t o  wh ich  shou ld  be added p r o f i t s  f rom PDA's 

"p romot iona l  p roduc ts "  which were r e p o r t e d  t o  be e i g h t  t imes  t h i s  l e v e l .  

(Tab le  7 )  Mon th l y  gross  marg ins  t o  PROFAM i n  1983 f o r  8  p roduc ts  were $2,600 

(U.S.) (Tab le  12) w h i l e  gross  marg ins  f o r  P r o f a m i l i a ' s  d i s t i l l e d  water  were 

about  $2,000 U.S. i n  1983 (Tab le  3 ) .  

S ince  exper iences ac ross  t h e  p r o d u c t  c a t e g o r i e s  was h i g h l y  v a r i a b l e ,  we 

must ask what can be concluded abou t  t h e  k i n d s  o f  p roduc ts  t h a t  appear l i k e l y  

t o  be success fu l  when added t o  an e x i s t i n g  c o n t r a c e p t i v e  m a r k e t i n g  d i s t r i b u t i o n  

system? F i r s t  o f  a l l ,  t h e  p roduc t  ex tens ions  can be d i v i d e d  i n t o  two groups; 

t hose  t h a t  have l i t t l e  o r  no c o m p e t i t i o n  and those t h a t  do. 

i . E x c l u s i v e  Products  

The success o f  P r o f a m i l  i a ' s  d i s t i l l e d  water ,  PROFAM's slani t a r y  napk ins  and 

V i tam ins  and PDA's s o - c a l l e d  "p romot iona l  p roduc ts "  a r e  c l e ~ r l y  due t o  t h e  

f a c t  t h a t  these i tems have 1  i t t l e  o r  no c o m p e t i t i o n .  T h i s  means t h a t  t h e  

o r g a n i z a t i o n  has seve ra l  advantages: 

1. Margins can  be increased by p r i c i n g  t h e  p roduc ts  c i o s e  t o  
t h e  maximum t h e  marke t  w i l l  bear;  
(Fo r  example, n o t e  i n  Tab le  12, h i g h e s t  marg ins  were 
ach ieved by PROFAM f o r  i t s  v i  tamins,  key c h a i n s ,  and i t s  
un ique 2-pack s a n i t a r y  napkins.)  

2. There w i l l  be l e s s  r i s k  shou ld  m is takes  i n  s t r a t e g y  and 
t a c t i c s  be made. 

3. Deve lop ing s t r a t e g y  w i l l  be s i m p l e r  s i n c e  i t  w i l l  o n l y  
i n v o l v e  d e t e r m i n i n g  how b e s t  t o  t a p  customer demand 
w i  t h o u t  w o r r y i n g  about  how t o  dea l  w i t h  compet i  t o r s .  
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Tab le  18 

SUMMARY STATUS OF NON-CONTRACEPTIVE 
GROWTH STRATEGIES I N  THREE COUNTRIES 

P r o j e c t s  R e s u l t s  Fu tu re  Prospects  

A. Product  Ex tens ion  

1 . P r o f a m i l  i a ,  
Colombia 

2. PDA, Tha i l and  

3. PROFAM, Mexico 

B.  Marke t  Expansion 

1 .  P r o f a m i l i a ,  
Colombia 

2. PDA, Tha i l and  

3. PROFAM, Mexico 

a. 6 OTC H e a l t h  Mon th l y  sa 1 es Cont inue d i s t i l l e d  
Care Products  $15,000; wa te r  o n l y  

1 modest success, 
D i s t i l l e d  water  
(mon th l y  g ross  
marg in  = $2000) 

a .  20-47 H e a l t h  Care Mon th l y  Sales = $650 P r o f i t s  1 i k e l y  t o  
products  Mon th l y  p r o f i t =  $115 d e c l i n e  

b. ORS/Fish Powder - I n  t e s t .  

c .  Promot ional  Mon th l y  p r o f i t =  $800 S l o w l y  add i tems 
products 

a.  1 2  Heath Care Mon th l y  s a l e s  = 3 p roduc ts  remain ing,  
and S t a t i o n e r y  $1 5,000; o t h e r s  t o  be added 
i tems Mon th l y  g ross  

marg in  = $2600 

None 

a. As ian Center  Revenues " S i g n i -  Expansion o f  Scope 
(Consul ti ng, f i c a n t "  
Research) 

b. School and Mon th l y  revenues = Expansion i n t o  
Comnuni t y  Heal t h  $5500 f a c t o r i e s  
Program 

a. Con t racep t i ves  i n  - 
r u r a l  a reas 

b. P r i v a t e  l a b e l  
manu fac tu r ing  f o r  
Government's 
CONASUPO ou tl e t s  . 

Pro posed 

Proposed 



Tab1 e  18 - Continued 

P r o j e c t s  Resu l t s  Fu tu re  Prospects 

C. D i v e r s i f i c a t i o n  

1  . Profami l  i a ,  None 
Col ombi a  

2 .  PDA, Thai land a. Day Care Center Major  Loss 

b. Resor t  Unknown 

c .  Food Marke t ing  High volume, 
Low mark-ups 

d. Water tanks Brea keven 

e. Popu la t ion  
Devel opment 
Corpora t i o n  

i. Prov id ing  ser -  Reduce Costs 
v i c e s  

i i . C l i n i c s , m o b i l e  V e r y P r o f i t a b l e  
vans 

i i i . Restaurant  Loss ( ? )  

i v .  LP gas Modest Revenues 

v. Real E s t a t e  Reduces cost ,  
investment  adds revenues 

v i .  T r a c t o r s  J u s t  beg inn ing 

3. PROFAM,Mexico a .Medica1 Loss 
equi  pment 

b. A d v e r t i s i n g  8 accounts 
s e r v i c e s  

c .  Computer Serv ices Growing o u t s i d e  
Sale 

d  . Real Es ta te  Reduces Costs 
Investment 

Cont inue 

Growth 

Add f a c t o r i e s  , h o t e l  s  
as ou t1  e t s .  

Poss ib le  LR P r o f i t s  

Cont inue 

Cont inue 

Cont inue 

Add land,  b u i l d i n g s  

- 
Possbly d i s c o n t i n u e  

Major  growth 

Growth 

Con t i  nue. 



Both  o f  t h e  l a t t e r  advantages a r e  p a r t i c u l a r l y  i m p o r t a n t  f o r  CSM programs 

which a r e  r e l a t i v e l y  new t o  n o n - c o n t r a c e p t i v e  markets  and i n  need o f  t i m e  t o  

deve lop t h e i r  m r k e t i n g  s k i l l s .  How then does a  CSM a c q u i r e  p roduc ts  w i t h  

1 i m i  t ed  c o m p e t i t i o n ?  Two p r i n c i p a l  r o u t e s  t o  such a  p o s i t i o n  have been ex- 

per ienced i n  t h e  pas t .  F i r s t ,  t h e  o r g a n i z a t i o n  can deve lop  t h e  p r o d u c t  i t s e l f  

as w i t h  PDA's T - s h i r t s  and key cha ins  o r  PROFAM's home medica l  k i t s .  Here t h e  

c r u c i a l  f a c t o r s  a r e  ( a )  c r e a t i v i t y  -- coming up w i t h  a  p roduc t  t h a t  i s  t r u l y  

d i f f e r e n t  and (b )  demand -- f i n d i n g  a  p roduc t  t h a t  people need and want o r  

can be pursuaded t o  need and want. The key cha ins  w i t h  imbedded condoms 

a r e  a  good example o f  a  p roduc t  t h a t  i s  c r e a t i v e  and has a  smal l  b u t  c l e a r  

demand . 
The second r o u t e  t o  e x c l u s i v i t y  i s ,  o f  course,  t o  o b t a i n  e x c l u s i v e  

d i s t r i b u t i o n  f o r  a  p roduc t  t h a t  i s  o r  w i l l  be i n  demand. T h i s  i s  t h e  case 

f o r  P r o f a m i l i a ' s  d i s t i l l e d  water ,  PROFAM's h e a l t h  magazine, and may be t h e  

case f o r  PDA's f i s h  powder. Ach iev ing  e x c l u s i v e  d i s t r i b u t i o n  (as w e l l  as  

o b t a i n i n g  some o f  t h e  concessions f o r  c o m p e t i t i v e  p roduc ts  no ted  be1 ow) can 

be ach ieved f o r  one o r  more o f  t h e  f o l l o w i n g  reasons:  

a. There i s  a  personal  c o n t a c t  between someone i n  t h e  CSM 
p r o j e c t  and a key person i n  t h e  manu fac tu r ing  company 
t h a t  can l e a d  t o  s p e c i a l  t rea tmen t .  Th i s  was t h e  case 
f o r  most  o f  t h e  p roduc ts  added by PROFAM i n  Mexico. 

b. The CSM d i s t r i b u t i o n  system o f f e r s  un ique advantages t o  
t h e  manu fac tu re r  (e.g. PROFAM argues t h a t  i t  covers  
medium-sized o u t l e t s  t h a t  t h e  manufac turer  misses and 
can spend more t i m e  w i t h  r e t a i l e r s  than t h e  manu fac tu re r  
can) ; 

c. The CSM can  s i m p l y  persuade t h e  manu fac tu re r  t h a t  t hey  
can do a  b e t t e r  job .  T h i s  i s  most  1  i k e l y  t o  be t h e  case 
w i t h  hea l  t h  c a r e  o r  c o n t r a c e p t i v e - r e 1  a ted  products .  The 
CSM can secure  a  c a r e f u l  h e a r i n g  by  r e t a i l e r s  f o r  new o r  
e x i s t i n g  p roduc ts  o f  non-CSM manufacturers;  



d. The manu fac tu re r  can be persuaded t h a t  a s s i s t i n g  a  CSM 
program i s  a  s o c i a l l y  r e s p o n s i b l e  a c t i o n  t o  t a k e  wh ich  
may y i e l d  t h e  manu fac tu re r  i m p o r t a n t  g o o d w i l l  benef i t s  
w i t h  t h e  government and/or  t h e  genera l  pub1 i c ;  

e. The manu fac tu re r  be1 i e v e s  t h a t  o f f e r i n g  s p e c i a l  
concessions on non-con t r a c e p t i v e  p roduc ts  wi  11 y ie l ,  d  an 
i n r o a d  i n t o  t h e  CSM program f o r  o t h e r  p roduc ts  and 
s e r v i c e s .  Th is  was t h e  case w i t h  P f i z e r  and P r o f a m i l  i a .  

f .  The manufac turer  be1 i e v e s  t h a t  a s s o c i a t i o n  w i t h  t h e  CSM 
program can secure  some s p i l l - o v e r  i n  g o o d w i l l  f o r  h i s  
p roduc ts  i n  t h e  minds o f  consumers o r ,  e s p e c i a l l y ,  
r e t a i l e r s .  

i i . Competi t i v e  Products  

Where CSM programs have a t tempted t o  marke t  products  f a r  wh ich  t h e r e  

i s  s u b s t a n t i a l  c o m p e t i t i o n ,  t hey  have g e n e r a l l y  - n o t  been s u c c e s s f u l .  T h i s  

was p a r t i c u l a r l y  t h e  case f o r  P r o f a m i l  i a  i n  Colombia f o r  a1 1 o f  i t s  p roduc ts  

b u t  d i s t i l l e d  water .  P a r t  o f  t h e  problem i s  t h a t  s o c i a l  marketers  do n o t  

as  y e t  have t h e  c o s t  e f f i c i e n c i e s ,  b r e a d t h  o f  l i n e s ,  m a r k e t i n g  e x p e r t i s e  o r ,  

perhaps, t h e  commitment t o  go head-to-head w i  t h  exper ienced compet i  t o r s .  

Thus, t o  have a  chance a t  success i n  c o m p e t i t i v e  markets ,  t h e r e  appear t o  be 

t h r e e  c o n d i t i o n s  under wh ich  a  CSM program can ach ieve  such an edge: 

a. Products  can  be d i s t r i b u t e d  on a  c o n s i g n m e n t  bas i s ;  
- this permitted PROFAM to carry many o f  i t s  products 
w i t h  v i r t u a l l y  no i nves tmen t  and r e l a t i v e l y  l o w  r i s k  
( u n t i l  t h e y  r a n  o u t  o f  cash t o  pay f o r  merchandise s o l d ) ;  

b. Products  can be purchased w i t h  a  c o s t  advantage n o t  
a v a i l a b l e  t o  c o m p e t i t o r s .  Th is  he1 ped P r o f a m i l  i a  w i t h  
Nandol i n  t h e  e a r l y  months o f  s a l e s .  However, t h i s  
c o s t  advantage may be hard  t o  m a i n t a i n  i f  n o t  j u s t i f i e d  
by  sav ings  t o  t h e  manu fac tu re r  and i f  o t h e r  d i s t r i b u t o r s  . 
handl i n g  t h e  p roduc t  r a i s e  comp la in ts  (as  was t h e  case 
w i t h  Nandol ) ; 

c .  The CSM marke te r  i s  p e r m i t t e d  t o  hand le  o n l y  t h e  most  
po.pular o f  t h e  s u p p l i e r ' s  1 i n e  and n o t  have t o  hand le  
time-consuming low volume i terns as w e l l .  T h i s  was t h e  
case where PROFAM o n l y  handl ed t h e  t o p - s e l l  i n g  BIC pens, 
d i s p o s a b l e  r a z o r s  and 1  i g h t e r s  and o n l y  t h e  two most  
p o p u l a r  Bec kman-Dicki nson s y r i n g e s  . 



I n  terms o f  s i d e  e f f e c t s  on r e g u l a r  c o n t r a c e p t i v e  marke t i ng  programs 

two o f  t h e  t h r e e  o r g a n i z a t i o n s  found r e l a t i v e l y  few e f f e c t s .  P r o f a m i l i a  d i d  

f e e l  t h a t  t h e  t ime, energy and a n x i e t y  i n v o l v e d  i n  non -con t racep t i ve  ven tu res  

were n o t  j u s t i f i e d  by t h e  r e t u r n .  However, t hey  o n l y  e x p l o r e d  p r o d u c t  ex- 

pans ion s t r a t e g i e s  and t h e  o t h e r  two programs d i d  n o t  f e e l  t h i s  way. However, 

t h e  l a t t e r  d i d  r e p o r t  t h e  f o l l o w i n g :  

1. PROFAM f e l t  t h a t  t o o  much t i m e  w i t h  t h e  Max Fac to r  1  i n e  was 
spent  on n o n - s e l l i n g  tasks  such as  s e t t i n g - u p  d i s p l a y s ,  
check ing i n v e n t o r i e s  and so f o r t h .  'There was t h e  d i s t i n c t  
f e e l i n g  t h a t  such a c t i v i t i e s  can d i s t r a c t  f rom t i m e  t h a t  
shou ld  be spen t  on c o n t r a c e p t i v e  marke t i ng  . 

2. P r o f a m i l i a  f e l t  t h a t  d i a p e r s  and s a n i t a r y  napk ins  were t o o  
bu l  ky  and t o o k  up t o o  much space i n  i n v e n t o r y  o r  i n  cramped 
d i s t r i b u t i o n  f a c i l i t i e s  (e.g. ,  b i c y c l e s ,  smal l  vans) f o r  t h e i r  
r e t u r n s .  

3. PDA and PROFAM b o t h  f e l t  t h a t  key cha ins ,  T - s h i r t s  and t h e  
l i k e  had i m p o r t a n t  p u b l i c i t y  va lue  f o r  t h e i r  r e g u l a r  c o n t r a -  
c e p t i  ve programs. 

4. I n d i v i d u a l s  i n  a l l  t h r e e  programs expressed some concerns 
t h a t  v a r i o u s  p roduc ts  were i n  danger o f  be ing  t o o  f a r  
removed f rom t h e  o r g a n i z a t i o n s '  " s t o c k - i n  t r a d e "  --- c o n t r a -  
c e p t i v e s .  Wh i le  t h i s  comment was o f t e n  d i r e c t e d  a t  d i -  
v e r s i f i c a t i o n  s t r a t e g i e s  ( l i k e  PDA's r e s o r t ,  t r a c t o r s  and 
LP gas), i t  a l s o  i n c l u d e d  PROFAM's Max Factor ,  B I C  and Ponds 
l i n e s  and PDA's f i s h  powder. 

F i n a l l y ,  i t  may be noted t h a t  t h e  reasons PDA and P r o f a m i l i a  d i d  n o t  

f e e l  t h e r e  were n e g a t i v e  p a y o f f s  a s s o c i a t e d  w i t h  p r o d u c t  ex tens ions  (and 

marke t  expansions and d i v e r s i f i c a t i o n s )  d i f f e r r e d  between t h e  two. PDA has 

an " o r g a n i z a t i o n  s t y l e "  t h a t  encourages venturesomeness and p r o j e c t s  t h a t  

t r y  t o  add new p roduc ts  f i t s  t h i s  s p i r i t .  I f  t h e  ven tu res  succeed, t h e  

o r g a n i z a t i o n  f e e l s  rewarded; i f  i t  f a i l s ,  PDA sees i t  as j u s t  a n o t h e r  adven tu re  

t h a t  d i d n ' t  work o u t .  On t h e  otherhand,  PROFAM's d i s t i n c t i v e n e s s  i s  t h a t  i t  i s  

d i r e c t e d  by i n d i v i d u a l s  w i t h  a  m a r k e t i n g  o r  management background. For them, 

new ven tu res  l i k e  l i n e  ex tens ions  o r  d i v e r s i f i c a t i o n  exper iments a r e  normal 

examples o f  r i s k - t a k i n g  i n  any a c t i v e  e n t e r p r i s e .  



C .  Market  Expansion 

I n  a l l  t h r e e  o r g a n i z a t i o n s  s t u d i e d ,  i t  appeared t h a t  t h e r e  were 

c o n s i d e r a b l e  marke t  expansion o p p o r t u n i t i e s  a v a i l a b l e  f o r  t r a d i t i o n a l  c o n t r a -  

c e p t i v e  p roduc ts  and heal t h  c a r e  s e r v i c e s .  These were o p p o r t u n i t i e s  t h a t  

each o r g a n i z a t i o n  was p robab ly  t h e  most c o m f o r t a b l e  c o n s i d e r i n g  because i t  

i n v o l v e d  p roduc ts  and s k i l l s  w i t h  wh ich  t h e y  were f a m i l i a r .  Two i n n o v a t i v e  

expansions t h a t  have been t r i e d  o r  a r e  be ing  cons idered i s  PDA " e x p o r t s "  o f  

c o n t r a c e p t i v e  m a r k e t i n g  and research  e x p e r t i s e  t o  o t h e r  As ian  c o u n t r i e s  

th rough  t h e  As ian  Center  and PROFAM1s p lans  f o r  e x p o r t  markets  f o r  some o f  i t s  

p romot iona l  i tems.  PDA1s As ian Center  i s  a p p a r e n t l y  q u i t e  p r o f i t a b l e  and i s  

a  t ype  o f  v e n t u r e  o t h e r  mature  programs i n  o t h e r  w o r l d  markets  shou ld  c o n s i d e r .  

D. D i v e r s i f i c a t i o n  

PDA and PROFAM have demonstrated c l  e a r l y  t h a t  d i v e r s i f i c a t i o n  ven tu res  can 

a l s o  be p r o f i t a b l e  f o r  CSM programs, a1 though t h e i r  exper iences have been mixed. 

C e r t a i n l y ,  a t tempts  t o  h o l d  r e a l  e s t a t e  and equipment t o  reeuce CSM program 

c o s t s  and t o  genera te  o u t s i d e  revenue a r e  q u i t e  success fu l  and shou ld  be cop ied  

by o t h e r s  whenever p o s s i b l e .  S i m i l a r l y ,  a t t e m p t s  t o  seek new markets  f o r  

broadened s e r v i c e s  t h a t  a r e  a l s o  needed i n s i d e  t h e  CSM program a l s o  seem we1 1  - 
j u s t i f i e d .  Such was t h e  case w i t h  PDA's m a r k e t i n g  o f  h e a l t h  c a r e  s e r v i c e s  and 

PROFAM's m a r k e t i n g  o f  a d v e r t i s i n g  and computer s e r v i c e s  t o  bus iness e n t e r -  

p r i s e s .  These have bo th  generated good o u t s i d e  revenue ( o r  seem v e r y  l i k e l y  

t o  i n  f u t u r e ) ,  and met a  c e n t r a l  need i n  t h e  two CSM programs. 

F u r t h e r ,  severa l  o f  PDA1s o t h e r  d i v e r s i f i c a t i o n  s t r a t e g i e s  such as t h e  

water  tank,  r e s o r t  and foodmarket ing  p r o j e c t s  a l s o  seem w o r t h w h i l e  under tak ings  

p r i n c i p a l l y  because t h e y  were l o g i c a l  ex tens ions  o f  t h i n g s  PDA was a l r e a d y  

do ing  and because t h e y  were supported by o u t s i d e  donors.  For t h i s  reason,  



these p r o j e c t s  have i n v o l v e d  min imal  r i s k  w h i l e  hav ing t h e  p o t e n t i a l  f o r  

deve lop ing  new o r g a n i z a t i o n a l  s k i 1  11 s  and add ing  manager ia l  t a l e n t  and f o r  

g e n e r a t i n g  f u t u r e  revenues o r  o t h e r  bus iness s p i n o f f s  f o r  t h e  CSM e n t e r p r i s e .  

I t  appears t h a t  i t  i s  o n l y  when t h e  program ven tu res  i n t o  non-subs id ized 

p roduc ts  o r  s e r v i c e s  t h a t  a r e  n o t  c e n t r a l  t o  CSM o p e r a t i o n s  t h a t  f a i l u r e  i s  

l i k e l y .  T h i s  would be t h e  case f o r  PDA's LP gas and Day Cbre Centers  and 

PROFAM's medica l  equipment d i v i s i o n .  I t  may a l s o  prove t o  be t r u e  i n  f u t u r e  

f o r  PDA's r e s o r t  and t r a c t o r  ven tu res .  The problems he re  i n v o l v e  t h e  organ- 

i z a t i o n  spread ing i t s e l f  t o o  f a r  f rom t h e i r  o r i g i n a l  base O F  e x p e r t i s e  and 

invo lvement .  

RECOMMENDATIONS 

The exper iences o f  t hese  t h r e e  programs and wisdom from t h e  genera l  

m a r k e t i  ng management 1  i t e r a  t u r e  permi t t h e  f o l l  owing genera l  recommendations 

f o r  o t h e r  CSM programs c o n s i d e r i n g  non-con t racep t i ve  m a r k e t i n g  growth:  

1. Each program shou ld  s e r i o u s l y  c o n s i d e r  non -con t racep t i ve  m a r k e t i n g  

p r o j e c t s  i n  i t s  f u t u r e  o r g a n i z a t i o n  p l a n n i n g  . The exper iences 

r e p o r t e d  he re  c l e a r l y  demonst ra te  t h a t ,  i f  c a r e f u l l y  s e l e c t e d  w i t h  

t h e  c r i t e r i a  o u t l i n e d  above i n  mind, such ven tu res  can be p r o f i t a b l e  

a d d i t i o n s  because they  add revenues, reduce c o s t s  t o  e x i s t i n g  

programs o r  o t h e r w i s e  p r o v i d e  p o s i t i v e  synergy  t o  t h e  o r g a n i z a t i o n .  

2. Even i f  a  planned v e n t u r e  i s  n o t  l i k e l y  t o  be p r o f i t a b l e  i n  i t s  own 

r i g h t ,  t h e r e  a r e  o f t e n  o t h e r  good reasons f o r  u n d e r t a k i n g  i t .  The 

1  a t e s t  m a r k e t i n g  management 1  i t e r a t u r e  advocates t h a t  o r g a n i z a t i o n s  



should c o n s i d e r  themselves as hav ing p o r t f o l i o s  o f  p roduc ts  o r  

i n t e r n a l  "companies". A t  any p o i n t  i n  t ime, an o r g a n i z a t i o n  should 

have i n  i t s  a r r a y  o f  o f f e r i n g s  some mature  p r o j e c t s  t h a t  a r e  s teady 

earners,  e i t h e r  f u l l y  s e l f - s u p p o r t i n g  ( " s t a r s "  1  i ke PROFAM's c o n t r a -  

c e p t i v e  l i n e )  o r  more than s e l f - s u p p o r t i n g  i n  t h a t  t h e y  s p i n o f f  

funds f o r  o t h e r  planned ven tu res  (i .e., t hey  a r e  "cash cows" 1  i ke 

Pro fami l  i a ' s  c l i n i c s ) .  I t  should  a l s o  have p r o j e c t s  t h a t  a r e  

" immature" b u t  i n  p o t e n t i a l  growth s i t u a t i o n s  ( 1  i k e  PROFAM's a d v e r t -  

i s i n g  and computer companies). The l a t t e r  i n  t h e  s h o r t  r u n  w i l l  

se rve  t o  engage t h e  e n t e r p r e n e u r i a l  energ ies  o f  o r g a n i z a t i o n a l  

members w h i l e  a t  the  same t ime  p r o v i d i n g  i n  t h e  l o n g  r u n  p o t e n t i a l  

replacements f o r  mature  products  as they  beg in  t o  fade,  

3.  Expansion ventures  should be under taken o n l y  when the  e x i s t i n g  

convent iona l  CSM programs a r e  reach ing  a  s tage  o f  

wi 11 assure t h a t  energ ies  can be d i v e r t e d  t o  t h e  new e n t e r p r i s e s  

w i t h o u t  s i g n i f i c a n t l y  d i m i n i s h i q g  t h e  o l d .  I t  w i l l  a l s o  make i t  

l i k e l y  t h a t  d i s t r i b u t i o n  systems w i l l  be i n  p l a c e  and o r g a n i z a t i o n a l  

marketing sk i1  1s developed such t h a t  they can a c t i v e l y  he1 p a new 

v e n t u r e  (e.g. an e f f e c t i v e  d i s t r i b u t i o n  system must be i n  p l a c e  w i t h  

some excess c a p a c i t y  t o  o f f e r  an a t t r a c t i v e  a l t e r n a t i v e  t o  manu- 

f a c t u r e r s  o f  non-con t racep t i ve  1  i nes) . 

4 .  An o r g a n i z a t i o n a l  c u l t u r e  s u p p o r t i v e  o f  exper imen ta t ion  should e x i s t  

b e f o r e  under tak ing  programs o f  expansion what wi 11 i n e v i t a b l y  generate  

f a i l u r e s  f rom t ime t o  t ime .  Th is ,  i n  my judgment, i s  One o f  t h e  s i g -  

n i f i c a n t  p o s i t i v e  c h a r a c t e r i s t i c s  o f  PDA's o r g a n i z a t i o n a l  environment.  

They w i l l  take r i s k s  and a r e  n o t  i n t i m i d a t e d  by t h e  p rospec t  o f  f a i l  i n g .  



5. I f  p roduc t  l i n e  ex tens ions  a r e  t o  be undertaken, t h e  o r g a n i z a t i o n  

should have ( o r  h i r e )  marke t ing  managers w i t h  exper ience i n  genera l  

marke t ing  n o t  j u s t  i n  c o n t r a c e p t i v e s .  T h i s  i s  a  ma jo r  s t r e n g t h  o f  

PROFAM and a  s e r i o u s  problem w i t h  P ro fami l  i a  (once Sant iago P l a t a  

l e f t  t h e  Organ iza t ion ) .  

6. Wherever p o s s i b l e ,  r i s k s  i n  such ven tu res  should b e m i n i m i z d i n  some 

f a s h i o n  by g e t t i n g  o u t s i d e  donor suppor t ,  consignment r a l  es agreements, 

p r i c e  concessions, and/or  e x c l u s i v e  d i s t r i b u t o r s h i p s .  

A c o n c e n t r i c  model f o r  expansion should be cons idered,  add ing f i r s t  

p r o j e c t s  c l o s e s  t o  what the  o r g a n i z a t i o n  a l r e a d y  does and does w e l l  

and then moving s l o w l y  away from t h i s  base. Thus, CSM programs 

should f i r s t  t h i n k  o f  market  expansion o f  e x i s t i n g  c o n t r a c e p t i v e  

1  i nes ,  then perhaps adding v e r y  c l o s e l y  r e l a t e d  non-con t racep t i ve  

p r o d u c t  ex tens ions (e.g. h e a l t h  s e r v i c e s  o r  heal t h  c a r e  p roduc ts )  

aimed a t  e x i s t i n g  c o n t r a c e p t i n g  households. Only  then  should the  

o r g a n i z a t i o n  cons ide r  more d i s t a n t  ven tu res  as we have c a t e g o r i z e d  

under t h e  heading of  d i v e r s i f i c a t i o n .  Here, v e r y  c a r e f u l  a t t e n t i o n  

would be p a i d  t o  n o t  d i v e r s i f y i n g  t o o  f a r  a f i e l d  from the o r g a n i z -  

a t i o n ' s  b a s i c  s k i l l s  and s t r e n g t h s .  The danger o f  t a k i n g  up ven tu res  

j u s t  because an o p p o r t u n i t y  presents  i t s e l f  (e.g.  th rough t h e  i n -  

t e r e s t  o f  a  p a r t i c u l a r  donor as i n  PDA's t r a c t o r  e n t e r p r i s e )  should 

be avoided s ince  these a r e  l i k e l y  t o  be a  l a r g e  d i v e r s i o n  o f  energ ies  

t h a t  cou ld  be used f o r  o t h e r  ventures  w i t h  h i g h e r  p o t e n t i a l  p a y o f f s  

s ince  the  more d i v e r s e  the  venture,the more t h e  CSM w i  '1 1 have t o  1 earn.  



There i s  a l s o  the  danger o f  t a r n i s h i n g  the o r g a n i z a t i o n ' s  image 

as w e l l  managed i f  i t  undertakes too many b i z a r r e  en te rp r i ses  o r  

has too many f a i l u r e s .  Th is  may w e l l  de te r  f u t u re  doriors. 

8. F i n a l l y ,  each p r o j e c t  should be g iven  enough t ime t o  B ind i t s  

n iche i n  i t s  market bu t  should a l s o  be c l o s e l y  monitored t o  assure 

t h a t  t he  o rgan i za t i on  always knows how w e l l  i t  - i s  do ing  so t h a t  

they can expand o r  c u t  losses as soon as poss ib le .  The o rgan i za t i on  

should be brave i n  accept ing t h e  shor t - te rm b u f f e t i n g  t h a t  any new 

venture i n e v i t a b l y  e n t a i l s  bu t  sens ib l e  i n  mon i t o r i ng  c a r e f u l l y  bo th  

the p r o f i t a b i l i t y  o f  each venture and i t s  s i d e  e f f e c t s .  'The 

o rgan i za t i on  should avo id  t h e  two extremes e i t h e r  b a i l  i n g  o u t  o f  a  

p r o j e c t  too  e a r l y  because i t  seems hard t o  g e t  a  f oo tho ld  o r  ho ld i ng  

on too long  because the  p r o j e c t  "seems promising" o r  iss i n  some o ther  

sense pe rsona l l y  s a t i s f y i n g  bu t  - n o t  o rgan i  za t i ona lbbene f i c i a l  . 

We have demonstrated t h a t  the p o t e n t i a l  fo r  growth i n  non-cont racept ive 

expansions. does e x i s t .  We have a l s o  shown t h a t  the pathway t o  success i s  

r o c k - f i l l e d  and even successful  en te rp r i ses  1  i ke PDA and PROFAM have had t h e i r  

share o f  f a i l u r e s .  One hopes t h a t  by f o l l o w i n g  the  suggest ions and cau t i ons  

embedded i n  t h i s  document, f u t u re  expansion at tempts  by o t h e r  o rgan i za t i ons  

w i l l  have bo th  h igher  success r a t e s  and smoother rou tes  t o  t h a t  achievement. 

We have learned a  good deal  about what t o  do and what n o t  t o  do. Bu t  s ince  

much s t i l l  needs t o  be learned,  i t  i s  the f i n a l  recommendation o f  t h i s  r e p o r t  

t h a t  some mechanism be developed by t h e  Futures Group o r  o ther  agency t o  

f o rma l l y  cap tu re  and eva luate the  experiences o f  f u t u r e  no;-contraceptive 



marke t ing  expansions. These case s t u d i e s  i n v o l v i n g  23 ven tu res  a r e  o n l y  a  

beg inn ing.  I n  my o p i n i o n ,  t h i s  i s  a  d i r e c t i o n  o f  development t h a t  - must 

grow i n  f u t u r e  i f  CSM programs a r e  t o  become more s e l f - s u p ~ c r t i n g .  We owe 

i t  t o  those who w i l l  t a k e  t h e  r i s k y  p a t h  t o  have a v a i l a b l e  and a c c e s s i b l e  a  

sys temat i c  accoun t ing  o f  t h e  wisdom accumulated by those d a r i n g  e n t r e -  

preneurs who have gone before.  
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