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ABSTRACT 

'The authors evaluate a six-year experiment in which two private health 
centers, one urban and one rural, attempt to achieve financial self-sufficiency 
and serve low-income people in Ecuador. Originally managed by MAP International, 
a US-based private voluntary organization (PVO), both centers are currently under 
local management and provide medical consultation, pharmacy and laboratory 
services. The report analyzes income expenditures to determine the levels of 
cost recovery; analyzes cost recovery success or failure; and assesses the socio- 
economic characteristics of project beneficiaries during the period January 1990 
through September 1991. The outlook for sustained self-sufficiency of both 
centers is tenuous. The urban center served middle and low-income people and the 
rural center served people under the poverty line. Recommendations to achieve 
unsubsidized self-sufficiency and to reach the neediest include: doing market 
research and business planning; targeting price subsidies; decentralizing 
decision making; and simultaneously testing different alternatives over shorter 
periods. This report contributes to the design of future projects and will help 
the present management of the health centers to direct operations. 
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EXECUTIVE SUMMARY 

The MAP A1 t e r n a t i  ve Hea l t h  F inanc ing  P r o j e c t  

Between 1985 and 1991, USA:[D/Quito supported an exper imenta l  p r o j e c t  aimed a t  
t e s t i n g  a1 t e r n a t i v e  f i n a n c i n g  systems f o r  bas i c  h e a l t h  care. The p r o j e c t  was 
c a r r i e d  ou t  th rough  a  $745,000 g r a n t  t o  MAP I n t e r n a t i o n a l  ( a  Georgia-based h e a l t h  
ass is tance  PVO). The p r i n c i p a l  o b j e c t i v e s  o f  t h e  p r o j e c t  were two fo ld :  

E s t a b l i s h  two p r i v a t e  h e a l t h  centers ,  one urban and one r u r a l ,  which 
would endeavor t o  become f i n a n c i a l l y  s e l f - s u f f i c i e n t  by t h e  end o f  t h e  
p r o j e c t ;  and 

Improve t h e  h e a l t h  s t a t u s  o f  1  ow- i  ncome people, p a r t i c u l a r l y  mothers 
and c h i l d r e n ,  who d i d  n o t  have access t o  p r imary  h e a l t h  care.  

The urban h e a l t h  cen te r ,  Solanda, was t h e  f i r s t  t o  open i t s  doors i n  September 
1988 w i t h  t h e  i n i t i a t i o n  o f  i t s  ~ l l ed i ca l  c l i n i c .  A  l a b o r a t o r y  f o l l owed  i n  
February o f  1989, and a  smal l  pharmacy began f i l l i n g  p r e s c r i p t i o n s  1  a t e r  i n  t h e  
same year .  The f i r s t  s e r v i c e  o f f e r e d  i n  Marcabel i  was t h e  l a b o r a t o r y ,  which 
opened i n  February 1989. I n  1990, a  smal l  pharmacy was added t o  t h e  ope ra t i on .  
F i n a l l y ,  i n  t h e  l a s t  months o f  1991, a  phys i c i an  began o f f e r i n g  medical  
consul  t a t i o n s  t w i c e  a  week i n  Marcabel i ; however, no da ta  was ava i  1  ab le  t o  assess 
t h e  f i n a n c i a l  s t a t u s  o f  t h i s  se rv ice .  By t h e  end o f  t h e  p r o j e c t ,  then, bo th  
s i t e s  o f f e r e d  medical  consu l t a t i ons ,  1  abora to ry  serv ices ,  and bas i c  pharmacy 
products ,  and bo th  were i n  t h e  hands o f  l o c a l  groups. 

A  common c h a r a c t e r i s t i c  o f  Solanda and Marcabel i ope ra t i ons  was t h a t  t hey  charged 
fees f o r  t h e i r  se rv ices ,  and at tempted t o  make a  p r o f i t  o r  break even on t h e  
sa les  f rom pharmaceut ica ls  and r e l a t e d  p roduc ts .  Both h e a l t h  cen te rs  were 
successfu l  a t  gene ra t i ng  income through fees  and sa les.  I n  a d d i t i o n ,  bo th  h e a l t h  
cen te rs  succeeded a t  o b t a i n i n g  f i n a n c i  a1 suppor t  f rom o t h e r  sources. F i n a l l y ,  
a  s u b s t a n t i a l  p o r t i o n  o f  se rv i ces  p rov ided  by bo th  h e a l t h  cen te rs  were aimed a t  
women and c h i l d r e n  - t h e  groups most i n  need o f  bas i c  h e a l t h  care. 

Study Ob jec t i ves  

The main purpose o f  t h i s  s tudy i s  t o  assess f o r  USAID, t h e  M i n i s t r y  o f  P u b l i c  
Heal th ,  MAP, and t h e  l o c a l  communit ies t h e  degree t o  which t h e  p r o j e c t  achieved 
i t s  goa l s  o f  deve lop ing  f i n a n c i a l l y  s e l f - s u s t a i n i n g  b a s i c  h e a l t h  se rv i ces  and 
se rv i ng  1  ow-income f a m i l  i e s .  Therefore,  t h i  s  e v a l u a t i o n  i s  organized around 
t h r e e  o b j e c t i v e s :  

Determine t h e  l e v e l s  o f  c o s t  recovery  by ana lyz ing  income and 
expendi tures;  

Analyze c o s t  recovery  success o r  f a i l u r e ;  and 

Assess t h e  socioeconomic c h a r a c t e r i s t i c s  o f  p r o j e c t  b e n e f i c i a r i e s .  



To achieve these ob jec t i ves ,  t h e  authors c a r r i e d  ou t  a  comprehensive f i n a n c i a l  
ana l ys i s  of h e a l t h  cen te r ,  MAP, and USAID accounts and records d u r i n g  t h e  21- 
month pe r i od ,  January 1990 through September 1991. I n  a d d i t i o n ,  t hey  est imated 
c a p i t a l  expendi tures and c o l l e c t e d  data on t h e  p r i c e s  and supply  o f  competing 
p r i v a t e  serv ices .  F i n a l l y ,  t h e  authors c a r r i e d  o u t  a  sample survey o f  h e a l t h  
cen te r  r e g i s t r a t i o n  cards a t  Solanda, re-analyzed prev ious  surveys, and consu l ted  
w i t h  secondary survey sources t o  make assessments about t h e  socioeconomic s t a t u s  
o f  p r o j e c t  b e n e f i c i a r i e s .  

One o f  t h e  main b e n e f i t s  o f  t h i s  eva lua t i on  w i l l  be t h e  i n f o r m a t i o n  i t  furn ishes 
t o  t h e  new managers o f  t h e  two h e a l t h  cen te rs .  As t h i s  i s  w r i t t e n ,  they  a re  
s t r u g g l i n g  t o  ma in ta in  h e a l t h  cen te r  opera t ions  i n  t h e  absence o f  MAP subs id ies .  

Study Findings 

1. Levels  o f  Cost Recovery: Solanda. The Sol anda Hea l t h  Center recovered 43.0 
percent  o f  i t s  ope ra t i ng  cos ts  i n  1990 and 36.7 percent  o f  i t s  ope ra t i ng  cos ts  
i n  t h e  f i r s t  t h r e e q u a r t e r s  o f  1991. Wi th c a p i t a l  cos ts  taken i n t o  account, t h e  
recovery  percentages f a l l  t o  33.0 and 30.6 percent  r e s p e c t i v e l y  f o r  t h e  two 
per iods .  Dur ing 1990, t h e  year  i n  which t h e  h e a l t h  cen te r  f unc t i oned  l a r g e l y  
w i t h o u t  i n t e r r u p t i o n ,  t h e  l a b o r a t o r y  and pharmacy c o s t  cen te rs  each recovered 
about 70 percen t  o f  t h e i r  ope ra t i ng  expenses. Medical c l i n i c  revenues, i n  
con t ras t ,  covered o n l y  25 percent  o f  ope ra t i ng  expenses f o r  t h a t  c o s t  cen te r .  

Level s o f  Cost Recovery: Ilarcabeli. The Marcabel i f i g u r e s  cover  t h e  pharmacy 
and 1 abora to ry  c o s t  cen te rs .  I n  1990, t he  l a b o r a t o r y  and pharmacy recouped 65 
percen t  o f  ope ra t i ng  cos ts .  For t h e  f i r s t  t h r e e  qua r te rs  o f  1991, t h e  f i g u r e  
jumped t o  over  100 percent .  Recovery o f  ope ra t i ng  and c a p i t a l  cos ts  f o l l o w s  a  
s im i  1  a r  t r a j e c t o r y  reach ing  100 percent  by mid-1991. 

2. Ana l ys i s  o f  Cost Recovery Performance. The Sol anda Hea l t h  Center f e l l  s h o r t  
o f  f i n a n c i a l  s e l f - s u f f i c i e n c y  ma in ly  because o f  p r i c i n g  medical  consul t a t i o n s  t o o  
1 ow, i n t e r n a l  i n e f f i c i e n c i e s  re1  ated t o  h e a l t h  cen te r  management, s t rong  
compe t i t i on  f rom nearby c l  i n i c s  and phys ic ians,  d i s r u p t i o n s  i n  s e r v i c e  p rov i s i on ,  
and a  h igh -cos t  f i nance  and a d m i n i s t r a t i v e  s t r u c t u r e .  

On t h e  o t h e r  hand, Marcabel i a t t a i n e d  complete f i n a n c i a l  se l  f - s u f f i c i e n c y  by 
p r o j e c t  t e r m i n a t i o n  thanks t o  a  l ow  wage s t r u c t u r e ,  e f f i c i e n t  and low-cos t  
a d m i n i s t r a t i o n ,  and modest c a p i t a l  expendi tures.  However, f i nanci  a1 
s u s t a i n a b i l  i t y  a t  Marcabel i i s  tenuous. P r i c e  increases have n o t  kep t  up w i t h  
i n f l a t i o n ,  and o n l y  d e c l i n i n g  r e a l  wages kept  Marcabel i  i n  t h e  b l a c k  i n  1991. 
The 1  abora to ry  operated f a r  under capac i ty ,  and t h e r e  was growing compe t i t i on  
from 1  oca l  pharmacies and 1  abo ra to r i  es. 

3 .  Socioeconomic C h a r a c t e r i s t i c s  o f  B e n e f i c i a r i e s .  Al though t h e  i n f o r m a t i o n  on 
socioeconomic c h a r a c t e r i s t i c s  o f  Solanda Hea l th  Center users i s  no t  conc lus ive ,  
i t  seems t o  p lace  them approx imate ly  i n  t h e  midd le  range o f  urban income 
d i s t r i b u t i o n .  Many o f  them have occupat ions which are concentrated i n  t h e  
middle-  and lower -  income groups. Educat ional l e v e l s  a re  c o n s i s t e n t  w i t h  t he  
average f o r  l a r g e  urban areas which associates them s t r o n g l y  w i t h  t h e  average 
income group. F i n a l l y ,  t h e i r  household c h a r a c t e r i s t i c s  i n c l u d i n g  home ownership 



and possessions, suggest incomes which a re  much h ighe r  than  those r e p o r t e d  i n  t h e  
surveys. Based on t h i s  i n f o rma t i on ,  i t  i s  probably  sa fe  t o  a s s e r t  t h a t  t h e  
Solanda Hea l t h  Center b e n e f i c i a r i e s  a re  n o t  i n  t h e  l owes t  income p e r c e n t i l e s .  
N e i t h e r  a r e  t h e y  i n  t h e  h i ghes t  p e r c e n t i l e s .  The evidence suggests t h a t  t h e  
t y p i c a l  person served by t h e  Solanda Hea l t h  Center i s  p robab ly  t h e  average 
suburban Q u i t o  c i t i z e n .  

Much l e s s  i n fo rma t i on  on b e n e f i c i a r i e s  i s  a v a i l a b l e  f o r  Marcabe l i .  The au thors  
used in fo rmant  and personal  observat ions,  a long w i t h  s c a t t e r e d  da ta  on t h e  
Marcabel i area t o  a r r i v e  a t  t e n t a t i v e  conc lus ions  about t h e  popul a t i o n .  Th i  s  
evidence suggests t h a t  t h e  m a j o r i t y  o f  t h e  p o p u l a t i o n  served by t h e  Marcabel i  
Hea l t h  Center f a l l  under t h e  pove r t y  l i n e ,  and a re  among t h e  lowes t  income 
p e r c e n t i l e s  i n  t h e  coun t ry .  Th i s  conc lus ion  i s  c o n s i s t e n t  w i t h  n a t i o n a l  f i g u r e s  
showing t h a t  78 percen t  o f  a l l  r u r a l  f a m i l i e s  i n  Ecuador are es t imated  t o  be 
l i v i n g  i n  pover ty .  

Lessons Learned 

Lessons can be de r i ved  f rom t h e  MAP exper ience t h a t  w i l l  h e l p  i n  t h e  des ign  o f  
f u t u r e  p r o j e c t s  which have t h e  o b j e c t i v e  o f  s t i m u l a t i n g  p r i v a t e ,  un-subs id ized  
h e a l t h  se rv i ces  f o r  l ow  income groups. The main lessons f rom t h e  MAP experiment 
are:  

Understand t h e  Market. It i s  impor tan t  t o  know b a s i c  i n f o r m a t i o n  about 
t h e  contemplated market f o r  h e a l t h  se rv i ces  be fo re  i n v e s t i n g  i n  an 
i n f r a s t r u c t u r e  and commit t ing t o  r e c u r r e n t  cos ts .  Th i s  w i  11 he1 p  p r o j e c t  
des igners  t o  determine what groups should be t a r g e t e d  f o r  what k i n d s  o f  
se rv ices ,  what compe t i t i on  e x i s t s ,  what a re  accepted p r i c e s ,  and who can 
and cannot pay before se rv i ces  and p r i c e s  a re  s t r u c t u r e d .  

P r i c e  t h e  Serv ices  C o r r e c t l y .  I f  f i n a n c i a l  s e l f - s u f f i c i e n c y  i s  a  goal ,  
p r i c e s  must r e f l e c t  t h e  ac tua l  cos ts  o f  s e r v i c e  d e l i v e r y .  I n  t h e  absence 
o f  subs id ies ,  p r i c e s  must exceed ac tua l  cos t s  so t h a t  p r o f i t s  can i n  t u r n  
subs id i ze  those who can n o t  pay, o r  c o s t  cen te rs  t h a t  a re  n o t  p r o f i t a b l e .  

Targe t  Subs id ies  Through P r i c e  D i s c r i m i n a t i o n .  The p o t e n t i a l  r e d u c t i o n  
i n  demand caused by market p r i c i n g  can be o f f s e t  th rough  some fo rm o f  
means t e s t i n g  scheme. 

Use Comnon Business Management P rac t i ces .  Ach iev ing  e f f i c i e n c y  (and 
t h e r e f o r e  maximizing c o s t  recovery  p o t e n t i a l )  r e q u i r e s  t h e  i n f o r m a t i o n  and 
a b i l  i t y  t o  c a r r y  o u t  bas i c  bus iness and f i n a n c i a l  analyses, and t o  develop 
a  bus iness s t r a t e g y .  These need n o t  be complex o r  compl i c a t e d ,  bu t  should 
p rov ide  i n f o r m a t i o n  about such i tems: u n i t  cos ts ,  f i n a n c i a l  s t a t u s  by 
c o s t  cen te r ,  u t i l i z a t i o n  l e v e l s ,  and p r o d u c t i v i t y .  

Decent ra l  i ze Dec i s i on  Making. When h e a l t h  c e n t e r  empl oyees and 
a d m i n i s t r a t o r s  a re  i nvo l ved  i n  d e c i s i o n  making, t h e y  tend  t o  make 
dec i s i ons  which enhance c o s t  recovery.  



Simp1 i f y  Re1 a t ions  With Comnuni t y .  Large investments i n  community 
r e l a t i o n s  and educat ional  a c t i v i t i e s  are probably n o t  requ i red  t o  
es tab l  i sh and main ta in  se l  f - f i n a n c i n g  hea l th  centers. 

Test  D i f f e r e n t  A1 te rna t i ves  Simultaneously. This p r o j e c t  t es ted  one 
poss ib le  approach t o  a1 t e r n a t i v e  bas ic  hea l th  f i nanc ing  over  a  s ix-and-a-  
h a l f  year  per iod.  I n  t h e  fu tu re ,  t he  most e f f i c i e n t  way t o  expand opt ions  
f o r  p r i v a t e  hea l th  care would be t o  t e s t  a l t e r n a t e  f i nanc ing  and serv ice  
p r o v i s i o n  approaches simultaneously, more r i go rous l y ,  and i n  a  sho r te r  
pe r iod  o f  t ime. 



1.0 PROJECT BACKGROUND 

Between 1985 and 1991, USAID/Qui t o  supported an exper imenta l  p r o j e c t  aimed a t  
t e s t i n g  a1 t e r n a t i v e  f i n a n c i n g  systems f o r  bas i c  h e a l t h  care.  The p r o j e c t  was 
c a r r i e d  o u t  through a  $745,000 g r a n t  t o  MAP I n t e r n a t i o n a l ,  a  Georgia-based h e a l t h  
ass is tance  PVO. Al though t h e  g ran t  agreement was s igned i n  1985, c u r r e n t  
ope ra t i ons  d i d  n o t  commence i n  earnest  u n t i l  l a t e  1988. The agreement te rmina ted  
on December 31, 1991. 

The p r i n c i p a l  o b j e c t i v e  o f  t h e  g r a n t  agreement was c l e a r .  I n  coopera t ion  w i t h  
one urban and one r u r a l  community, MAP was t o  e s t a b l i s h  two p r i v a t e  h e a l t h  
cen te rs  which, over  t h e  course o f  t h e  p r o j e c t ,  would endeavor t o  become " s e l f -  
s u f f i c i e n t "  (PIO/T August 1991). Dur ing  t he  es tab l  i shment and i n i  t i  a1 ope ra t i on  
o f  these h e a l t h  cen te rs ,  MAP would analyze progress and assess t h e  v i a b i l i t y  o f  
t h e  approach. A  secondary o b j e c t i v e  was t o  -improve t h e  h e a l t h  s t a t u s  o f  people 
who d i d  n o t  have access t o  p r imary  h e a l t h  care .  These o b j e c t i v e s  a re  r e i t e r a t e d  
throughout  t h e  USAID/Quito documents on t h e  p r o j e c t  (USAID 1990). 

The te rm " s e l f - s u f f i c i e n t "  took  on d i f f e r e n t  meanings d u r i n g  t h e  s i x - y e a r  1  i f e  
o f  t h e  p r o j e c t .  MAP'S, and USAID1s, o r i g i n a l  i n t e n t  was c l e a r l y  t h a t  t h e  te rm 
r e f e r r e d  t o  f i  nanci  a1 s e l  f - s u f f i c i e n c y .  According t o  t h e  MAP proposal  t o  USAID, 
t h e  p r o j e c t  hoped t o  ach ieve h e a l t h  ca re  f i n a n c i n g  " w i t h o u t  subs idy"  (MAP 
I n t e r n a t i o n a l  1985). The in tended b e n e f i c i a r i e s  o f  t h e  p r o j e c t  were t o  be t h e  
surrounding low-income f a m i l i e s  -in p a r t i c u l a r  mothers and c h i l d r e n .  

1.1 P r o j e c t  S t a r t  

MAP exper ienced de lays  i n  p r o j e c t  implementat ion f rom t h e  s t a r t .  F i r s t ,  i t  t o o k  
cons iderab le  t i m e  f o r  USAID t o  ob l  i g a t e  s u f f i c i e n t  funds t o  i n i t i a t e  a c t i v i t i e s .  
Second, MAP t a r g e t e d  as i t s  i n i t i a l  r u r a l  s i t e  t h e  Canton o f  Guamote i n  
Chirnborazo Prov ince.  It t r a n s f e r r e d  s t a f f  t h e r e  and began t h e  process o f  
e s t a b l i s h i n g  a  h e a l t h  cen te r .  A c t i v i t i e s  i n  Guamote were abandoned i n  1987 a f t e r  
MAP concluded t h a t  i t s  proposed fee-charg ing  h e a l t h  cen te r  cou ld  n o t  compete w i t h  
t h e  numerous o t h e r  PVOs work ing t h e r e  which were o f f e r i n g  h e a l t h  s e r v i c e s  f o r  
f r e e .  Th i rd ,  t h e r e  were des ign  and s t a r t - u p  problems i n  t h e  urban s i t e  such t h a t  
a c t i v i t i e s  cou ld  n o t  begin u n t i l  1987. 

A replacement r u r a l  s i t e  was i d e n t i f i e d  i n  1987 i n  t h e  Prov ince o f  E l  Oro i n  t h e  
Canton o f  Marcabel i. The town o f  Marcabel i i s  two-and-a-ha l f  hours by bus 
southwest o f  t h e  p o r t  c i t y  o f  Machala. I t s  2,000-plus i n h a b i t a n t s  and 
surrounding v i l l a g e s  l i v e  p r i m a r i l y  f rom a g r i c u l t u r a l  and l i v e s t o c k  a c t i v i t i e s .  
A t  t h e  s t a r t  o f  p r o j e c t  a c t i v i t i e s  i n  Marcabel i, t h e r e  e x i s t e d  o n l y  a  smal l  
M i n i s t r y  o f  Pub1 i c  Hea l t h  ( M i n i s t e r i o  de Salud P u b l i c a  [MSP]) cen te r  t o  serve t h e  
l o c a l  popu la t i on .  MAP s t a f f  es tab l i shed  themselves i n  Marcabel i i n  1987, and i n  
c o l l  abo ra t i on  w i t h  l o c a l  c i t i z e n s ,  began t h e  tasks  o f  i d e n t i f y i n g  h e a l t h  needs 
and des ign ing  a  p r o j e c t  approach. 



A t  t h e  same t ime, MAP s t a f f  es tab l ished themselves i n  t he  Solanda neighborhood 
( b a r r i o )  l oca ted  i n  t he  southern o u t s k i r t s  o f  Q u i t o .  This  b a r r i o  was developed 
through a  j o i n t  p r o j e c t  between USAID and the  Housing Bank o f  Ecuador aimed a t  
cons t ruc t i ng  and f i nanc ing  bas ic  housing f o r  low-income, urban wage earners. MAP 
worked w i t h  l o c a l  community groups t o  determine needs and design a  package o f  
h e a l t h  serv ices.  MAP a1 so worked w i t h  the  Fundacion Mariana de Jesus,  t he  l o c a l  
foundat ion which donated t h e  1  and f o r  t h e  Sol anda development, t o  1  ocate a  h e a l t h  
center  s i t e .  

1.2 P r o j e c t  Implementation 

Es tab l i sh ing  hea l th  serv ices  a t  both p r o j e c t  s i t e s  requ i red  a  number o f  important  
p r e l  i m i  nary steps. These inc luded reaching agreement w i t h  the  communities on the  
types o f  serv ices,  t he  fees t o  be charged, s e l e c t i n g  and secur ing o f f i c e  and 
hea l th  center  space, o rder ing  equipment, h i r i n g  s t a f f ,  s e t t i n g  a d m i n i s t r a t i v e  
procedures and p o l  i c i  es , and generat ing demand. 

I n  add i t i on ,  MAP adopted an approach t o  the  p r o j e c t  which focused p r i m a r i l y  on 
improving community h e a l t h  serv ices through educat ional  a c t i v i t i e s .  I n  each 
s i t e ,  there fore ,  MAP s t a f f  developed extensive hea l th  and community educat ion 
programs i n  a d d i t i o n  t o  d i r e c t  se rv i ce  p r o v i s i o n  through the  hea l th  centers.  I n  
f a c t ,  t he  h e a l t h  and community educat ion programs o f  t he  p r o j e c t  consumed t h e  
m a j o r i t y  o f  p r o j e c t  resources du r ing  i t s  s i x - yea r  operat ion.  

The urban hea l th  center ,  Solanda, was the  f i r s t  t o  open i t s  doors i n  September 
1988 w i t h  t h e  i n i t i a t i o n  o f  i t s  medical c l i n i c .  A l a b o r a t o r y  fo l lowed .in 
February o f  1989, and a  small pharmacy ( b o t i c a )  began f i  11 i n g  p r e s c r i p t i o n s  1  a t e r  
i n  t he  same year .  A1 1  th ree  se rv i ce  o r  cos t  centers operated through t h e  end o f  
1991. A t  t h a t  t ime, t h e  Solanda Hea l th  Center was turned over t o  t h e  Solanda 
Cathol i c  Parish, which assumed t o t a l  responsi b i l  i t y  f o r  t h e  con t i nua t i on  o f  t h e  
serv ices . 
I n  Marcabel i ,  MAP helped fos te r ,  and then worked c l o s e l y  w i t h  t h e  town's p r i v a t e  
h e a l t h  committee (Comite de Salud)  i n  both community educat ion a c t i v i t i e s  and 
h e a l t h  serv ices.  The f i r s t  se rv i ce  o f fe red  i n  Marcabel i  was the  labora tory ,  
which opened i n  February 1989. I n  1990, t he  Comite added a  small pharmacy t o  the  
operat ion.  F i n a l l y ,  i n  August 1991, near the  end o f  the  MAP p r o j e c t ,  a  phys ic ian  
began o f f e r i n g  medical consul t a t i o n s  tw ice  a  week. I n  December 1991, t h e  hea l th  
center  was f o r m a l l y  tu rned over t o  the  Marcabel i  Hea l th  Comite.  By t h e  end o f  
t h e  p r o j e c t ,  then, both s i t e s  o f f e r e d  medical consu l ta t ions ,  1  aboratory serv ices,  
and bas ic  pharmacy products, and both were i n  t he  hands o f  l o c a l  groups. 

The methods t h a t  MAP employed t o  i n i t i a t e  and main ta in  serv ices  a t  each s i t e  were 
d i f f e r e n t .  I n  Solanda, t he  m a j o r i t y  o f  employees working a t  t h e  hea l th  center  
were p a i d  d i r e c t l y  by MAP. I n  add i t ion ,  MAP pa id  f o r  bas i c  equipment and 
f u r n i t u r e ,  and c a p i t a l  improvements, and d i r e c t l y  subsidized suppl i e s ,  ren t ,  and 
o the r  opera t ing  expenses through cash t r a n s f e r s  and d i r e c t  payments. I n  
Marcabel i , a  much smal ler  operat ion,  MAP on ly  occas iona l ly  pa id  h e a l t h  center  
sa la r i es .  It provided equipment and f u r n i t u r e ,  and made p e r i o d i c  cash t r a n s f e r s  
t o  the  Comite which, i n  tu rn ,  purchased suppl ies ,  pa id  r e n t ,  o r  met o the r  sho r t -  
term f i nanci a1 needs. 



A t  bo th  s i t e s ,  MAP mainta ined r e s i d e n t  t echn i ca l  adv isors  who, as mentioned 
above, spent t h e  m a j o r i t y  o f  t h e i r  t ime engaged i n  community educat ion programs. 
Some o f  these, however, ass i s ted  from t ime t o  t ime i n  adm in i s te r i ng  and managing 
h e a l t h  cen te r  a c t i v i t i e s .  By and l a rge ,  h e a l t h  cen te r  opera t ions  were c a r r i e d  
o u t  by t h e  h e a l t h  cen te r  employees themselves. 

A common c h a r a c t e r i s t i c  o f  Solanda and Marcabel i  opera t ions  was t h a t  t hey  charged 
fees f o r  t h e i r  serv ices ,  and attempted t o  make a  p r o f i t  o r  break even on t h e  
sa les  from pharmaceut icals and r e l a t e d  products.  Both h e a l t h  cen te rs  were 
successfu l  a t  genera t ing  income through fees and sa les.  I n  add i t i on ,  bo th  h e a l t h  
cen te rs  succeeded a t  o b t a i n i n g  f i n a n c i a l  support  f rom o the r  sources. 



2.0 EVALUATION OBJECTIVES, METHODOLOGY, AND ACTIVITIES 

The main purpose o f  t h i s  e v a l u a t i o n  i s  t o  assess f o r  USAID, t h e  M i n i s t r y  o f  
Pub1 i c  Heal th ,  MAP, and t h e  l o c a l  communities t h e  degree t o  which t h e  p r o j e c t  
achieved i t s  goa ls  o f  develop i r lg  f i n a n c i a l l y  s e l f - s u s t a i n i n g  b a s i c  h e a l t h  
se rv i ces  and se rv i ng  low-income fami1 i e s .  Therefore,  t h i s  eva l  u a t i o n  i s  
organized around t h r e e  o b j e c t i v e s :  

1. Analyze income and expendi tures t o  determine t h e  l e v e l s  o f  c o s t  
recovery;  

2. Analyze c o s t  recovery  success o r  f a i l u r e ;  and 

3 .  Assess t h e  socioeconomic c h a r a c t e r i s t i c s  o f  p r o j e c t  b e n e f i c i a r i e s .  

C l e a r l y ,  t h e  answers t o  these quest ions do n o t  p rov ide  a  f u l l  e v a l u a t i o n  o f  t h e  
USAID-MAP p r o j e c t .  Th is  s tudy needs t o  be cons idered i n  t h e  con tex t  o f  pas t  
eva lua t i ons  and a  recen t  e v a l u a t i o n  commissioned by MAP i n  t h e  F a l l  o f  1991 
(Crespo 1991). Th is  l a t t e r  e v a l u a t i o n  focused on t h e  i n s t i t u t i o n a l  and community 
f a c t o r s  a f f e c t i n g  t h e  p r o j e c t  and i t s  development . 
Th is  e v a l u a t i o n  employs f i n a n c i  a1 and socioeconomic analyses t o  answer t h e  t h r e e  
ques t ions  posed above. Data c o l l e c t i o n  and ana l ys i s  t ook  p l ace  d u r i n g  t h e  f i n a l  
months o f  t h e  p r o j e c t ,  November and December 1991. Th i s  i nc l uded  s i t e  v i s i t s  t o  
bo th  h e a l t h  cen te rs ,  and wo.rkirlg per iods  a t  MAP I n t e r n a t i o n a l  and USAID i n  Q u i t o .  
A d d i t i o n a l  i n f o r m a t i o n  was c o l l e c t e d  and analyzed i n  January 1992. The authors  
o f  t h e  s tudy  c a r r i e d  o u t  t h e  research and prepared t h e  r e p o r t .  

2.1 Financi  a1 Analysis  

The p r i n c i p a l  sources fgr f i n a n c i a l  ana l ys i s  inc luded  USAID records,  MAP c e n t r a l  
accounts and r e p o r t s ,  dhd h e a l t h  cen te r  account books. Hea l t h  cen te r  employees, 
MAP personnel , and 1  oca l  community members a1 so p rov ided  essent i a1 background 
i n f o r m a t i o n  and he1 ped i n t e r p r e t  t h e  va r i ous  account books. 

Data on revenues were r e l a t i v e l y  easy t o  c o l l e c t  and assign, s i nce  t hey  a re  
c l e a r l y  i d e n t i f i e d  i n  t h e  h e a l t h  cen te r  accounts, such as l a b o r a t o r y  fees, 
medical  c o n s u l t a t i o n  fees, and i n t e r e s t ,  among o thers .  Cost i n f o r m a t i o n  was more 
d i f f i c u l t  t o  ob ta i n ,  s i nce  expendi tures were i n c u r r e d  by t h e  h e a l t h  cen te rs ,  MAP, 
and i n  severa l  cases by t h i r d  p a r t i e s .  Th i s  r e q u i r e d  combining account 
i n f o rma t i on  f rom d i f f e r e n t  sources t o  c rea te  a  complete p i c t u r e  o f  cos ts .  I n  
a d d i t i o n ,  bookkeepers d i d  n o t  always i d e n t i f y  expend i tu res  by c o s t  cen te r .  
F i n a l l y ,  some expend i tu res  such as r e n t  and u t i l i t i e s  were shared across cos t  
cen te rs .  Assembling cos t s  and a l l o c a t i n g  them t o  c o s t  cen te rs ,  t he re fo re ,  
r e q u i r e d  a d d i t i o n a l  e f f o r t  i n c l u d i n g  search ing f o r  f i n a n c i a l  records  such as pay 
vouchers, deve lop ing  methods f o r  ass ign ing  shared expendi tures,  and de te rmin ing  
expend i tu res  by t h i r d  p a r t i e s ,  f o r  example, t h e  M i n i s t r y  o f  P u b l i c  Heal th /  
Mun ic ipa l  i t y  o f  Marcabel i . 



Other f a c t o r s  a f f e c t i n g  income and expendi tures i nc l uded  e s t i m a t i n g  c a p i t a l  
cos ts ,  and a d j u s t i n g  f o r  changes i n  pharmacy i n v e n t o r i e s  f rom q u a r t e r  t o  qua r te r .  
The au thors  c o l  1  ec ted  i n v e n t o r y  records,  v e r i f i e d  them i n  person, c o l l  ec ted  
expend i tu re  and da te -o f -expend i t u re  i n f o r m a t i o n  f rom MAP and t h e  h e a l t h  centers ,  
deprec ia ted  these  expend i tu res  over  t ime  accord ing  t o  accepted Ecuadorian 
account ing and t a x  p rac t i ces ,  and a l l o c a t e d  t h e  c o s t s  t o  each c o s t  cen te r .  To 
t h e  e x t e n t  f e a s i b l e ,  pharmacy i n v e n t o r i e s  were analyzed i n  o rde r  t o  h o l d  cons tan t  
t h e  e f fec ts  of changes i n  i n v e n t o r y  s i z e  on ope ra t i ng  income and expendi tures.  
Procedures and comments on how income and expend i tu res  were c o l l e c t e d  and 
a l l o c a t e d  can be found i n  t h e  "Technica l  Notes" appended t o  t h i s  r e p o r t .  

Income and expend i tu re  da ta  f rom t h e  d i f f e r e n t  sources were combined i n t o  bas i c  
t a b l e s  d e p i c t i n g  opera t ing ,  subs idy and o t h e r  income, and o p e r a t i n g  and c a p i t a l  
c o s t s  by c o s t  cen te r .  From these t ab les ,  t h e  au thors  de r i ved  t h e  percentages o f  
c o s t  recovery  a t  t h e  opera t ing ,  and t o t a l  c o s t  l e v e l s .  

To assess f a c t o r s  a f f e c t i n g  l e v e l s  o f  c o s t  recovery,  t h e  au thors  analyzed cos t s  
per  p a t i e n t  and pe r  examinat ion over t ime.  Through smal l  surveys, t hey  
i n v e s t i g a t e d  t h e  p r i c e s  and supply  o f  competing serv ices ,  and examined t h e  
a b i l i t y  o f  c l i e n t s  t o  pay. I n  add i t i on ,  t hey  assessed t h e  p o s s i b l e  e f f e c t s  o f  
t h e  p r o j e c t  des ign  on t h e  success o f  cos t  recovery  e f f o r t s .  

F i n a l l y ,  t h e  au thors  analyzed t h e  o v e r a l l  expend i tu res  o f  MAP i n  t h i s  p r o j e c t  t o  
e x t r a c t  t h e  expenses d i r e c t l y  r e1  ated t o  p r o v i s i o n  o f  t e c h n i c a l  ass is tance  t o  t h e  
h e a l t h  cen te rs .  

2.2 Socioeconomic Anal ysi  s 

The purpose o f  t h i s  p a r t  o f  t h e  e v a l u a t i o n  was t o  draw conc lus ions  about t h e  
c h a r a c t e r i s t i c s  o f  t h e  c l i e n t e l e  served by t h e  two h e a l t h  cen te rs .  I n  Solanda, 
t h e  au thors  accomplished t h i s  t a s k  by sampling two da ta  se ts ,  and by rev iew ing  
o t h e r  secondary sources. A 10 percen t  i n t e r v a l  sample was drawn o f  t h e  e n t i r e  
s e t  o f  f a m i l y  r e g i s t r a t i o n  cards a t  t h e  h e a l t h  cen te r .  These were compared t o  
a  10 percen t  i n t e r v a l  sample o f  a  household survey c a r r i e d  o u t  by MAP i n  1991. 
I n  a d d i t i o n ,  t h e  au thors  compared t h e  r e s u l t s  o f  t h e  r e g i s t r a t i o n  ca rd  sample t o  
a  1988 household survey i n  Sol anda r e l a t e d  t o  USA:[Dts housing f i nance  p r o j e c t .  
F i n a l l y ,  t h e  au thors  a l s o  compared t h e  h e a l t h  cen te r  r e g i s t r a t i o n  ca rd  da ta  t o  
a  smal l  household survey c a r r i e d  o u t  i n  1989 as p a r t  o f  a  women i n  development 
assessment. 

I n  c o n t r a s t  t o  Solanda, t h e r e  i s  v i r t u a l l y  no i n f o r m a t i o n  about t h e  popu la t i on  
o f  Marcabe l i .  The l a b o r a t o r y  and t h e  pharmacy kep t  no records  on p a t i e n t s  o t h e r  
than  t h e  name and age o f  t h e  person r e c e i v i n g  t h e  exam. The pharmacy kep t  no 
records  on purchasers.  The medical c l i n i c ,  which i s  comprised o f  a  s i n g l e  
v i s i t i n g  phys i c i an ,  had no a v a i l a b l e  records  a t  t h e  t ime  o f  t h e  s tudy.  P a t i e n t  
i n f o r m a t i o n  was kep t  p e r s o n a l l y  by t h e  phys i c i an  who, d e s p i t e  repeated requests ,  
had n o t  t u rned  over  any r e p o r t s  t o  t h e  Marcabel i  Hea l t h  C o m i t e .  



Conducting an o n - s i t e  survey o f  b e n e f i c i a r i e s  would n o t  have been f e a s i b l e  
w i t h o u t  cons ide rab l y  more t ime  and funds. The authors  es t imate  t h a t  t h e  medical  
c l i n i c ,  due t o  i t s  r ecen t  s t a r t - u p  and weekend-only hours, had n o t  been open f o r  
more than  30 days i n  t o t a l  i n  1991. The l a b o r a t o r y  has a  ve ry  uneven p a t i e n t  
f l o w  which v a r i e s  by severa l  f o l d  f rom month t o  month. Dur ing  t h e  s i t e  v i s i t  o f  
t h e  authors ,  t h e  l a b o r a t o r y  t e c h n i c i a n  was seeing o n l y  a  few p a t i e n t s  a  day. For 
example, t h e  l a b o r a t o r y  had on l y  37 p a t i e n t s  t h e  l a s t  two weeks o f  November 1991. 
A  s t a t i s t i c a l l y  s i g n i f i c a n t  sample o f  t h e  y e a r l y  p a t i e n t  p o p u l a t i o n  would have 
taken severa l  months t o  c a r r y  out .  

Due t o  t h e  l a c k  o f  concre te  i n f o r m a t i o n  on b e n e f i c i a r i e s ,  t h e  authors  r e 1  i e d  upon 
a  few sca t t e red  r e p o r t s  on t h e  Marcabel i  area, what l i t t l e  cou ld  be e x t r a c t e d  
f rom l a b o r a t o r y  records,  and t h e  observa t ions  o f  Hea l t h  Comi te  members t o  reach 
conc lus ions about p r o j e c t  b e n e f i c i a r i e s .  

2.3 Period of Study 

A1 though t h e  Solanda Hea l t h  Center opened i t s  doors i n  l a t e  1988 and Marcabel i  
began i n  e a r l y  1989, t h i s  s tudy  cons iders  o n l y  t h e  years  1990 and 1991. There 
a re  two main reasons f o r  l i m i t i n g  t h e  s tudy t o  t h i s  t ime  frame. F i r s t ,  t h e r e  a re  
no a v a i l  ab le  Marcabel i account books be fo re  1990, and t h e  Sol anda accounts f o r  
1989 and 1988 a re  u n r e l i a b l e ,  accord ing t o  t h e  c u r r e n t  a d m i n i s t r a t o r .  Not o n l y  
d i d  account ing methods change a t  Solanda, b u t  t h e  s t a f f  i n  charge o f  ma in ta i n i ng  
them apparen t l y  possessed 1  ess than  adequate account ing s k i  11 s. Second, t h e  
i n i t i a l  yea rs  o f  ope ra t i on  were d i s t o r t e d  by t h e  i n f u s i o n s  o f  MAP subs id ies  
assoc ia ted  w i t h  s t a r t i n g  up se rv i ces .  By 1990, opera t ions  i n  bo th  l o c a t i o n s  had 
reached a  1  eve1 o f  f i n a n c i  a1 equi  1  i b r i  urn compared t o  p rev ious  years.  Therefore,  
1990 and 1991 y i e l d  t h e  most accurate p i c t u r e  o f  t h e  outcomes o f  t h e  p r o j e c t  and 
p rov ide  t h e  most c u r r e n t  assessment o f  t h e  f i n a n c i a l  v i a b i l i t y  o f  t h e  two h e a l t h  
cen te rs .  

As noted, t h e  m a j o r i t y  o f  da ta  c o l l e c t i o n  took  p lace  i n  t h e  F a l l  o f  1991. A t  
t h a t  t ime, f i n a n c i a l  da ta  f o r  November were o n l y  p a r t i a l l y  a v a i l a b l e  w h i l e  no 
i n f o r m a t i o n  was a v a i l a b l e  y e t  f o r  December. Therefore,  t h e  d a t a  f o r  1991 i s  
t r unca ted  and i nc l udes  o n l y  t h e  year 's  f i r s t  t h r e e  qua r te r s .  The eva lua t i on ,  
t he re fo re ,  i s  a  seven-quar ter  ana l ys i s  (1.75 years )  o f  t h e  f i n a n c i a l  opera t ions  
o f  t h e  two h e a l t h  cen te rs .  

One o f  t h e  main b e n e f i t s  o f t h i s  e v a l u a t i o n  w i l l  be t h e  i n f o r m a t i o n  i t  fu rn i shes  
t o  t h e  new managers o f  t h e  two h e a l t h  centers .  As t h i s  i s  w r i t t e n ,  t hey  a re  
s t r u g g l  i n g  t o  ma in ta i n  h e a l t h  cen te r  opera t ions  i n  t h e  absence o f  MAP subs id ies .  
A  focus on t h e  most r ecen t  seven qua r te r s  o f  ope ra t i on  p o t e n t i a l l y  w i l l  p rov ide  
impor tan t  t e c h n i c a l  i n p u t s  i n t o  t he  up-coming dec i s i ons  t h a t  w i l l  a f f e c t  t h e  
cen te rs '  f i n a n c i a l  v i  a b i l  i t y .  



3.0 FINANCE STRUCTURE OF THE HEALTH CENTERS 

Desp i te  t h e  f a c t  t h a t  t h e  Solanda and Marcabel i cen te rs  a re  modest f a c i l i t i e s  
p r o v i d i n g  ve ry  bas i c  h e a l t h  serv ices ,  t h e i r  f i n a n c i n g  d u r i n g  t h e  p e r i o d  o f  s tudy  
i s  complex. The main sources o f  f i n a n c i n g  cons i s ted  o f  combinat ions o f  fees and 
charges t o  c l  i e n t s ,  MAP subs id ies,  l o c a l  and n a t i o n a l  government subs id ies ,  and 
i n  t h e  case o f  Marcabel i ,  community o rgan i za t i on  subs id ies .  The f i n a n c i n g  mix 
was d i f f e r e n t  depending on t h e  c o s t  cen te r .  E x h i b i t  1 shows t h e  f i n a n c i n g  mix 
f o r  t h e  Sol anda Hea l t h  Center 'In 1991. The f i nance  sources a re  arranged by 
approximate va lue  o f  c o n t r i b u t i o n  t o  c o s t  cen te r  income, and r e f e r  t o  ope ra t i ng  
expend i tu res  on l y .  

The e x h i b i t  shows t h a t  f i n a n c i n g  Solanda opera t ions  i n  1991 was dependent upon 
severa l  sources, and t h a t  t h e  r o l e  o f  fees p a i d  by c l i e n t s  d i f f e r e d  across t h e  
c o s t  cen te rs .  Fees p a i d  by c l i e n t s ,  f o r  example, were t h e  t h i r d  most impor tan t  
income source f o r  t h e  medical  c l i n i c ,  w h i l e  t hey  were t h e  ma jo r  source o f  income 
f o r  t h e  pharmacy and l a b o r a t o r y .  Ove ra l l ,  MAP subs id ies  and d i r e c t  payments were 
t h e  major  sources o f  f i n a n c i n g  i n  1991, f o l l owed  c l o s e l y  by fees charged t o  
c l  i e n t s  and M i n i s t r y  o f  Publ i c  Hea l t h  (MSP) c o n t r i b u t i o n s .  The MSP c o n t r i b u t i o n s  
covered t h e  s a l a r i e s  and b e n e f i t s  o f  phys ic ians  and nurses assigned t o  t h e  
cen te r .  The Fundacion Mariana de Jesus i s  l i s t e d  as a  source f o r  t h e  medical  
c l i n i c  because i t  made smal l  donat ions o f  medical  supp l i es  i n  p r i o r  years.  The 
M i n i s t r y  o f  Publ i c  Hea l t h  appears as a  f i n a n c i n g  source f o r  t h e  pharmacy because 
t h e  h e a l t h  c e n t e r  r ece i ved  smal l  amounts o f  medicine on c r e d i t  f rom government 
drug programs. 

E x h i b i t  1  
Sources o f  Financing: Sol anda Health Center, 1991 

(by Cost Center and Date o f  S ta r t -Up)  

The Marcabel i Heal t h  Center a1 so had a  mix  o f  f i n a n c i n g  sources. However, un l  i ke 
t h e  Sol anda Hea l t h  Center, Marcabel i rece i ved  t h e  m a j o r i t y  o f  i t s  f i n a n c i o g  from 
fees p a i d  by c l i e n t s .  E x h i b i t  2 d e p i c t s  f i n a n c i n g  sources f o r  Marcabe l i  i n  
1991. 

Finance Source 

1. M i n i s t r y  o f  P u b l i c  
Heal t h  

2. MAP 
3.  Fees f o r  Serv ice  
4. Fundacion Mariana de 

Jesus 

1. F ixed  Charges 
2. MAP 
3.  M i n i s t r y  o f  P u b l i c  

Heal t h  

1. F ixed  Charges 
2. MAP 

Cost Center 

Medical  C l i n i c  
(September 1988) 

Pharmacy 
(June 1989) 

Labora to ry  
(Februarv 19891 

Sol anda Health 
Center 



E x h i b i t  2 
Sources o f  Financing: Harcabel f Heal t h  Center, 1991 

(by Cost Center and Date o f  S ta r t -Up)  

Marcabe l i  r e l i e d  more upon fees  charged c l i e n t s  than  d i d  Solanda, p a r t i c u l a r l y  
i n  1991. MAP was a  f i n a n c i n g  source f o r  t h e  pharmacy and l a b o r a t o r y ,  w h i l e  t h e  
l o c a l  Hea l t h  C o m i t e  donated resources generated through community a c t i v i t i e s  such 
as b ingo  games. The Mun ic ipa l  Government became an i n c r e a s i n g l y  1  arge source o f  
f i n a n c i n g  f o r  t h e  Marcabe l i  Hea l t h  Center, e s p e c i a l l y  i n  1991. The C o m i t e  
p reva i  1  ed upon t h e  1  oca l  government t o  supplement sa l  a r i  es and cover  severa l  
minor  expenses. I n  a d d i t i o n ,  t h e  M u n i c i p a l i t y  used p r o v i n c i a l  government 
a l l o c a t i o n s  t o  purchase some new equipment f o r  t h e  l a b o r a t o r y .  These 
c o n t r i b u t i o n s  were rece i ved  i n  t h e  f o u r t h  q u a r t e r  o f  1991. 

Finance Source 

1. Fees f o r  Se rv i ce  
2. Donat ions 

1. F ixed  Charges 
2. MAP 
3. Donat ions 

1. F ixed  Charges 
2. Muni c i  pa l  Government 
3. MAP 

Cost Center 

Medical  C l  i n i  c  
(August 1988) 

Pharmacy 
(June 1989) 

Labora to ry  
(February 1989) 

Harcabel i Heal t h 
Center 



4.0 LEVELS OF COST RECOVERY 

The p r i n c i p a l  o b j e c t i v e  o f  t h e  MAP-USAID h e a l t h  care  p r o j e c t  was t o  t e s t  t h e  
f e a s i b i l  i t y  o f  r ecove r i ng  a1 1  o r  a  p o r t i o n  o f  t h e  cos t s  o f  p r i v a t e  h e a l t h  cen te rs  
th rough fees  charged t o  c l i e n t s .  Th is  e v a l u a t i o n  focuses on t h r e e  main l e v e l s  
o f  c o s t  recovery:  

1. Recovery o f  Operating Costs. Operat ing cos t s  i n c l u d e  t h e  weekly and 
month ly  cos t s  o f  ope ra t i ng  t h e  cen te rs :  s a l a r i e s ,  suppl  i e s ,  maintenance, 
r e n t ,  u t i l i t i e s ,  insurance, and any o t h e r  r e c u r r i n g  cos t .  Operat ing cos t s  
do n o t  i n c l u d e  t h e  cos t s  o f  c a p i t a l  equipment. Opera t ing  income i nc l udes  
t h e  fees and charges p a i d  by c l i e n t s ,  any i n t e r e s t  on bank accounts, and 
donat ions.  Operat ing income i n  t h i s  s tudy does not i n c l u d e  any subs id i es  
d e f i n e d  as cash ope ra t i ng  g ran ts ,  and l a b o r  o r  supp l i es  p a i d  f o r  by t h i r d  
p a r t i e s .  The percentage o f  ope ra t i ng  cos t s  p a i d  f o r  by ope ra t i ng  income 
i s  t h e  l e v e l  o f  c o s t  recovery.  A l e v e l  o f  100 percen t  c o s t  recovery  would 
mean t h a t  t h e  cen te r  i s  cover ing  i t s  day- to-day expenses through income 
e s s e n t i a l l y  generated f rom c l i e n t  payments. 

2 .  Recovery o f  Operating and Capi ta l  Costs. Both cen te rs  i n c u r r e d  
c a p i t a l  expend i tu res  f o r  medical  equipment, f u r n i t u r e ,  o f f i c e  equipment, 
and appl i ances, among o the rs .  These expend i tu res  a re  i d e n t i f i e d ,  
dep rec ia ted  on an annual bas is ,  and added t o  ope ra t i ng  c o s t s  t o  o b t a i n  
annual o r  q u a r t e r l y  f i n a n c i a l  cos t s .  These c o s t s  a re  t h e  most accura te  
es t ima te  o f  t o t a l  cos ts ,  and t h e r e f o r e  y i e l d  t h e  c l e a r e s t  l ong - te rm  
p i c t u r e  o f  f i n a n c i a l  s u s t a i n a b i l i t y  o f  t h e  cen te rs .  [Note: Cap i t a l  
expend i tu res  r e f e r  t o  t h e  o u t l a y s  a t  t h e  t i m e  o f  t h e  purchase o f  t h e  
c a p i t a l  good. C a p i t a l  c o s t s  are t h e  a n n u i t i z e d  c o s t s  o f  t h e  c a p i t a l  
expend i tu re  accord ing t o  a  d e p r e c i a t i o n  schedule. ]  

3 .  Recovery o f  Operating, C a p i t a l ,  and Technical Assistance Costs. A 
f i n a l  l e v e l  o f  c o s t  recovery  es t imate  i nc l udes  t h e  c o s t s  o f  MAP t e c h n i c a l  
ass is tance .  Th is  ass is tance  was s u b s t a n t i a l  i n  t h e  e a r l y  years  o f  s i t e  
s e l e c t i o n ,  community nego t i a t i ons ,  and s t a r t - u p .  I n  1990 and 1991, 
however, d i r e c t  t e c h n i c a l  ass is tance  t o  t h e  cen te rs  d e c l i n e d  t o  a  mere 
f r a c t i o n  o f  MAP'S t o t a l  p r o j e c t  cos ts .  The c o s t  o f  t h i s  t e c h n i c a l  
ass is tance  i s  d iscussed a t  t h e  end o f  t h i s  sec t i on .  

Unless o therw ise  i n d i c a t e d ,  t h e  f i g u r e s  t h a t  fo rm t h e  bas i s  o f  t h e  f o l l o w i n g  
analyses are found i n  t h e  Annex E x h i b i t s .  

4.1 Recovery o f  Operating and Capi ta l  Costs: Solanda 

The h e a l t h  cen te rs  a t  Solanda and Marcabe l i  are n o t  h i gh -cos t  opera t ions .  They 
are,  i n  f a c t ,  r a t h e r  modest, even by Ecuadorian standards. The Solanda Hea l t h  
Center i s  t h e  h i g h e r - c o s t  o f  t h e  two f a c i l i t i e s .  E x h i b i t  3 i s  p rov ided  here t o  
g i v e  an i dea  o f  t h e  s i z e  o f  t h e  f i n a n c i a l  opera t ions  o f  t h e  two h e a l t h  cen te rs .  
It d i s p l a y s  Sol anda's ope ra t i ng  income and costs ,  and c a p i t a l  cos t s  f o r  t h e  f i r s t  
t h r e e  q u a r t e r s  o f  1991. I t  shows t h a t  t h e  h e a l t h  cen te r  operated on l e s s  than  
$ U . S .  5,000 pe r  qua r te r .  



Exhibit 3 
Operating and Capital Costs: Solanda Health Center, 1991 

(Current Sucres] 

II Quarter 1 Quarter 2 Quarter 3 Quarter 4 Year I I 
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Source: Annex Exhibit 1.  During thim year the exchange rate averaged 931 eucrm per dollar. 
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As can be seen f rom E x h i b i t  3, Solanda operated a t  a  cons ide rab le  l o s s  t o  
ope ra t i ng  income i n  1991. E x h i b i t  4  p rov ides  t h e  l e v e l  o f  o p e r a t i n g  and c a p i t a l  
c o s t  recovery  a t  t h e  Solanda Hea l t h  Center f o r  t h e  whole t i m e  p e r i o d  under s tudy 
(January 1990 - September 1991). 'These percentages a re  e x t r a c t e d  f rom Annex 
E x h i b i t  1. Operat ing c o s t  recovery  f i g u r e s  a re  impor tan t  f o r  ana l yz i ng  t h e  
s h o r t  te rm prospec ts  f o r  t h e  h e a l t h  cen te r .  S ince most c a p i t a l  expend i tu res  
cove r i ng  t h e  s h o r t  - t e rm  have been made, ope ra t i ng  c o s t  recovery  f i g u r e s  p rov ide  
t h e  c l e a r e s t  s h o r t - t e r m  f i n a n c i a l  p i c t u r e  t o  t h e  c u r r e n t  managers o f  t h e  cen te r .  

C a p i t a l  expendi tures,  mos t l y  i n  1988 and 1989, were covered by MAP subs id ies .  
As such t hey  a re  n o t  r e a l  ope ra t i ng  o r  c a p i t a l  c o s t s  t o  t h e  h e a l t h  cen te r .  They 
are,  however, economic c o s t s  t h a t  must be taken i n t o  account i n  ana l yz i ng  t h e  
f i n a n c i a l  v i a b i l i t y  o f  t h e  opera t ion .  Even tua l l y ,  c a p i t a l  expend i tu res  w i l l  need 
t o  be made, and i t  w i l l  be e s s e n t i a l  f o r  t h e  managers t o  understand t h e i r  impact 
on ope ra t i ons .  

838,779 

3,003,845 

(2,165,066) 

771,112 

(2.936.1 78) 

Exhibit 4 
Percent of Costs Recovered by Quarter: Solanda Health Center, 1990-91 

(Current Sucres) 
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E x h i b i t  4  shows t h a t  t h e  Solanda Hea l t h  Center recovered 43.0 percen t  o f  i t s  
ope ra t i ng  c o s t s  i n  1990 and 36.7 percen t  o f  i t s  o p e r a t i n g  c o s t s  i n  t h e  f i r s t  
t h r e e  q u a r t e r s  o f  1991. Wi th  c a p i t a l  cos t s  taken i n t o  account, t h e  recovery  
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percentages f a l l  t o  33.0 and 30.6 percent  r e s p e c t i v e l y  f o r  t h e  two per iods.  
Expressed I n  more s imple terms, f o r  each 10 sucres spent by t h e  center ,  s i x  had 
t o  be p rov ided  as subs id ies .  Th is  h igh  l e v e l  o f  subs idy occurred a f t e r  t h r e e  
f u l l  years o f  e f f o r t s  t o  make t h e  cen te r  f i n a n c i a l l y  s e l f - s u f f i c i e n t .  

Whi le  t h e  o v e r a l l  l e v e l s  f rom year  t o  year  a re  s i m i l a r ,  t h e  v a r i a t i o n s  from 
q u a r t e r  t o  q u a r t e r  a re  considerable.  I n  two o f  t h e  seven quar te rs ,  t h e  l e v e l  o f  
ope ra t i ng  c o s t  recovery was over 50 percent,  w h i l e  i n  two o thers ,  t h e  l e v e l  was 
under 30 percent .  No upward o r  downward t rends  i n  cos t  recovery a re  apparent a t  
Solanda. V a r i a t i o n s  across qua r te rs  a re  expla ined mai f i ly  by changes i n  cen te r  
income l e v e l s .  For t h e  l a s t  t h ree  qua r te rs  o f  1990, cos t s  remained s t a t i c  i n  
c u r r e n t  sucres. For t h e  f i r s t  t h r e e  qua r te rs  o f  1991, cos t s  rose  s t e a d i l y  (See 
Annex E x h i b i t s  5  and 6) .  I n  con t ras t ,  t h e  cen te r ' s  income dec l i ned  s t e a d i l y  
throughout  1990. It began t o  r i s e  i n  1991, reach ing  i t s  h i ghes t  l e v e l  i n  t h e  
t h i r d  q u a r t e r  (See Annex E x h i b i t s  3 and 4) .  The reasons f o r  these f l u c t u a t i o n s  
i n  income a re  r e l a t e d  t o  p r i c i n g  p o l i c i e s ,  t he  temporary shutdown of t h e  Solanda 
pharmacy, and o t h e r  f a c t o r s  t h a t  w i l l  be discussed l a t e r  i n  t h e  sec t i on  on 
"Ana lys is  o f  c o s t  Recovery Performance". 

4 . 1 . 1  Levels of Cost Recovery by Cost Center: Sol anda 

The l e v e l s  o f  c o s t  recovery va r i ed  cons iderab ly  across cos t  cen te rs .  As noted, 
t h e  Solanda Hea l th  Center has t h r e e  cos t  cen te rs  - t h e  l abo ra to ry ,  t h e  pharmacy, 
and t h e  medical c l i n i c .  E x h i b i t  5  d e t a i l s  t h e  l e v e l s  o f  cos t  recovery  f o r  1990 
and t h e  f i r s t  t h r e e  qua r te rs  o f  1991. 

E x h i b i t  5  
Percent of Costs Recovered By Cost Center: Solanda, 1990-1991 

Cost Center I 1990 

Laboratory: 
Operating 
Operating and Capital 

1991 

Pharmacy: 
Operating 
Operating and Capital 

Sources: Annex Exhibitr 3, 4, 6, 6.  

69.9 
42.1 

Medical Clinic: 
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I n  terms of recouping ope ra t i ng  costs ,  t h e  l a b o r a t o r y  c l e a r l y  f a r e d  t h e  bes t  of 
t h e  t h r e e  cos t  cen te rs  w i t h  i t s  seven qua r te r  r e s u l t s  showing about 70 percent  
recovery.  The l a b o r a t o r y  has t h e  h ighes t  c a p i t a l  cos ts .  When these are  taken 
i n t o  account, t h e  l e v e l  f a l l s  t o  about 45 percent  over  t h e  two per iods .  The 
pharmacy d i d  we1 1  i n  1990 w i t h  a  r a t e  o f  75 percent  o f  ope ra t i ng  cos t s  recovered, 
b u t  i t faded t o  on l y  33 percent  i n  1991. 'This l a t t e r  f i g u r e  was due t o  t h e  
v i r t u a l  shutdown of t h e  pharmacy i n  t h e  f i r s t  p a r t  o f  t h e  year .  
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The lowest  l e v e l  o f  cos t  recovery occurs w i t h  the  medical c l i n i c .  It recovered 
25 and 20 percent  o f  i t s  opera t ing  cos ts  r e s p e c t i v e l y  i n  t he  two per iods  studied.  
These low f i g u r e s  are due t o  p r i c i n g  p o l i c i e s ,  t he  i n t e r n a l  i n e f f i c i e n c y  o f  
medical c l i n i c  operat ions,  and poss ib l y  low demand f o r  serv ices .  These issues 
w i l l  be explored 1  a t e r  i n  t h i s  repo r t .  

4.2 Recovery of Operating and Capital Costs: Marcabeli 

The Marcabel i  Heal th Center, c o n s i s t i n g  o f  a  l abo ra to ry  and pharmacy only ,  
operated on l e s s  than $U.S. 1,500 annual ly  i n  1990 and 1991 (See Annex Exhi b i t  
2) .  Marcabel i 's  f i g u r e s  con t ras t  sharp ly  t o  those o f  Solanda. 'This i s  no t  
s u r p r i s i n g  since, f o r  most o f  i t s  existence, Marcabel i  on l y  o f f e r e d  l abo ra to ry  
and pharmacy serv ices  which tend t o  produce h igher  income a t  lower costs than 
medical c l i n i c  v i s i t s .  E x h i b i t  6  dep ic t s  t h e  l e v e l s  o f  cos t  recovery f o r  t h e  
Marcabel i  Hea l th  Center, exc luding the  r e c e n t l y  es tab l ished medical c l i n i c .  

Exhibit 6 
Percent of Costs Recovered by Quarter: Marcabell Health Center, 1990-91 * 

(Current Sucres) 

Sources: Annex Exhibits 7,  8, 0 ,  10. 
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Laboratory and pharmacy only. 

Not on l y  are Marcabel i ' s  cos t  recovery l e v e l  s  h igher  than Solanda's, bu t  t he re  
i s  a  c l e a r  t rend  toward h igher  p ropor t ions  o f  cos ts  recovered. I n  1990, t he  
l a b o r a t o r y  and pharmacy recouped 65 percent o f  opera t ing  costs.  For t h e  f i r s t  
t h ree  quar te rs  o f  1991, t he  f i g u r e  jumped t o  over 100 percent.  Recovery o f  
opera t ing  and c a p i t a l  cos ts  fo l l ows  a  s i m i l a r  t r a j e c t o r y .  I n  t he  f i r s t  two 
quar te rs  o f  1990, t he  center  recouped l e s s  than 30 percent o f  t o t a l  costs.  By 
the  f i r s t  two quar te rs  o f  1991, the  f i g u r e  had increased t o  about 80 percent.  
By the  t h i r d  qua r te r  o f  1991, t h e  center  was recover ing more than 100 percent o f  
i t s  t o t a l  cos ts .  

0 1  0 2  0 3  0 4  
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Marcabel i 's success i n  recover ing cos ts  i s  due t o  a  p a t t e r n  o f  cont inuously  
increas ing  revenues accompanied by l esse r  increases i n  l abo r  and supply costs.  
I n  add i t ion ,  c a p i t a l  cos ts  i n  Marcabel i are much l e s s  than i n  Solanda, which a l so  
improves t h e  f i n a n c i a l  p i c tu re .  

Exhi b i t  7 breaks down the  l e v e l s  o f  cos t  recovery by cos t  center  f o r  Marcabel i. 
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E x h i b i t  7 

Pharmacy: 
Operating 
Operating and Capital 

Percent  o f  Costs Recovered By Cost Center: Marcabel i , 1990-1991 

Sources: Annax Exhibits 7 ,  8, 9, 10. 

I n  1990, bo th  t h e  1  abora to ry  and t h e  pharmacy recovered s i g n i f i c a n t  p o r t i o n s  o f  
t h e i r  ope ra t i ng  cos ts .  For 1991, both cos t  cen te rs  had moved t o  s e l f - s u f f i c i e n c y  
i n  terms o f  cover ing  ope ra t i ng  cos ts .  'The pharmacy, w i t h  i t s  low c a p i t a l  cos ts ,  
reached s e l f - s u f f i c i e n c y  i n  1991 i n  terms o f  ope ra t i ng  and c a p i t a l  cos ts ,  and 
even generated a  s l i g h t  p r o f i t .  The l abo ra to ry ,  however, w i t h  i t s  h i g h  c a p i t a l  
cos ts ,  recovered on l y  65 percent  o f  i t s  opera t ing  and c a p i t a l  cos t s  i n  t h e  f i r s t  
t h r e e  qua r te rs  o f  1991. 

1991 
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I t  i s  impor tan t  t o  no te  t h a t  a l l  o f  t h e  c a p i t a l  expendi tures a t  Marcabel i  were 
i ncu r red  by MAP o r  t h e  Munic ipa l  i t y  l a r g e l y  be fo re  1990, so t h a t  t h e  d e p r e c i a t i o n  
cos t s  i n  1990 and 1991 represent  economic c o s t s  t o  t h e  cen te r  and no t  d i r e c t  
f i nanc ia7  c o s t s .  Cap i ta l  expendi tures should be r e 1  a t  i v e l y  1  ow over t h e  nex t  
severa l  years,  so t h e  cen te r ' s  f i n a n c i a l  v i a b i l i t y  appears on t h e  sur face  t o  have 
a  good foundat ion .  

1990 

53.6 
34.9 

Marcabel i  d i d  no t  o f f e r  medical consu l t a t i ons  u n t i l  l a t e  1991, and t h e r e  a re  n o t  
da ta  a v a i l a b l e  t o  assess performance. However, i t  i s  wor th n o t i n g  t h a t  f rom t h e  
pe rspec t i ve  o f  t h e  cen te r ,  t h e  Marcabel i medical c l  i n i c  a t  a minimum recovered 
i t s  own ope ra t i ng  cos ts .  The phys i c i an  who prov ides  t h e  medical  serv ices  ac t s  
as an independent business, o n l y  us ing  t he  cen te r  t o  see p a t i e n t s  and c o l l e c t  
fees. Costs i n c u r r e d  by t he  h e a l t h  cen te r  f o r  t h e  medical c l i n i c  are v i r t u a l l y  
non-ex is ten t ,  s ince  t h e  cen te r  i s  open anyway f o r  t h e  l a b o r a t o r y  and pharmacy, 
and t h e  c l i n i c  occupies a  smal l  space t w i c e  a  week. I n  a  sense, t he  medical 
c l i n i c  i s  " con t rac ted  ou t "  a t  no cos t  t o  t h e  cen te r .  Fur ther ,  t h e  medical c l  i n i c  
enhances income f rom t h e  o t h e r  c o s t  cen te rs  whose, revenues tend  t o  inc rease  on 
the  days t h e  phys i c i an  i s  seeing p a t i e n t s .  (Overhead cos t s  would i d e a l l y  be 
a l l o c a t e d  t o  t h e  phys i c i an  bu t  1  i t t l e  i s  known about h i s  a c t i v i t i e s ,  and he o n l y  
worked a  few days i n  t he  t h i r d  q u a r t e r  o f  1991, t h e  l a s t  q u a r t e r  o f  t h i s  study.)  



I n  sum, t h e  two c o s t  cen te rs  a t  Marcabel i  achieved t h e i r  goal  o f  r each ing  
f i n a n c i a l  s e l f - s u f f i c i e n c y  i n  r e1  a t i o n  t o  o p e r a t i n g  cos ts .  I n  reach ing  t h i s  
goa l ,  Marcabel i made steady incrementa l  ga ins  i n  t h e  p r o p o r t i o n s  o f  cos t s  
recovered. I n  a d d i t i o n ,  t h e  s t r u c t u r e  o f  Marcabel i t s  modest medical  c l  i n i c  makes 
i t  most l i k e l y  a  s e l f - s u f f i c i e n t  c o s t  cen te r .  T h i s  c o n t r a s t s  t o  t h e  Solanda 
exper ience,  i n  which t h e  pharmacy s u f f e r e d  a  severe dec l  i ne i n  c o s t  recovery  f rom 
1990 t o  1991, and t h e  l a b o r a t o r y  mainta ined a  steady l e v e l  o f  about 70 percen t .  
The medical  c o s t  c e n t e r  a t  Solanda exper ienced a  ve ry  low and d e c l i n i n g  r a t e  o f  
c o s t  recovery  over  t h e  per iod .  

4.3 Recovery of Operating, Capital , and Technical Assistance Costs: Sol anda and 
Marca be1 i 

MAP t e c h n i c a l  ass is tance  c o s t s  a re  based 1  a r g e l y  upon es t imates .  These es t imates  
were d e r i v e d  by n e t t i n g  ou t  f rom MAP'S t o t a l  p r o j e c t  expend i tu res  a l l  d i r e c t  
payments and subs id i es  t o  t h e  h e a l t h  cen te rs .  The remainder i s  comprised o f  MAP 
d i r e c t  expenses f o r  s t a f f ,  suppl  i es ,  o f f i c e  r e n t s ,  b e n e f i t s ,  t r a v e l  expenses, and 
i n d i r e c t  expenses. MAP s t a f f  est imated t h a t  10 percen t  o f  a l l  p r o j e c t  
expend i tu res  went t o  d i r e c t  t e c h n i c a l  ass is tance  t o  t h e  Sol anda and Marcabel i 
Hea l t h  Centers.  The 10 percen t  i s  d i v i d e d  between Solanda (seven percen t )  and 
Marcabe l i  ( t h r e e  pe rcen t ) .  These amounts a re  aga in  d i v i d e d  e q u a l l y  a t  t h e  
f a c i l i t y  l e v e l  among t h e  c o s t  cen te rs ,  accord ing t o  MAP s t a f f .  D i r e c t  
obse rva t i on  by t h e  au thors  supported t h i s  es t imate .  

MAP t e c h n i c a l  ass is tance  inc luded  t r a i n i n g  h e a l t h  c e n t e r  s t a f f  i n  account ing 
methods, i nvento ry  c o n t r o l ,  and computer use, among o the rs .  I n  a d d i t i o n ,  MAP 
a s s i s t e d  i n  making a d m i n i s t r a t i v e  dec is ions ,  worked w i t h  l o c a l  community 
o rgan i za t i ons ,  and g e n e r a l l y  he lped oversee h e a l t h  c e n t e r  opera t ions .  By l a t e  
1991, when t h e  au thors  o f  t h i s  s tudy  observed h e a l t h  c e n t e r  a c t i v i t i e s  f i r s t  
hand, i t  appeared t h a t  t h e  l o c a l  s t a f f  cou ld  c a r r y  o u t  a l l  h e a l t h  c e n t e r  
f u n c t i o n s  w i t h o u t  t e c h n i c a l  ass is tance.  E x h i b i t  8  shows t h e  l e v e l s  o f  c o s t  
recovery  when t e c h n i c a l  ass is tance  i s  taken i n t o  account f o r  b o t h  h e a l t h  cen te rs .  

E x h i b i t  8  

First three quarters only. 

Percent of Total Costs Recovered Including Technical 
Ass i stance: Sol anda and Marcabel i Heal t h  Centers 

h 

Year Sol anda Marcabel i 

Not s u r p r i s i n g l y ,  when t h e  expense o f  t e c h n i c a l  ass is tance  i s  added t o  t h e  c o s t  
recovery  equat ions,  t h e  l e v e l s  o f  recovery  f a1  1  even f u r t h e r .  Solanda o n l y  
recovered a  q u a r t e r  o f  i t s  cos t s  p l u s  t e c h n i c a l  ass is tance  i n  bo th  years.  
Marcabel i , w i t h  i t s  excel  1  e n t  performance i n  1991, recovered n e a r l y  80 percen t  
o f  i t s  opera t ing ,  c a p i t a l ,  and t e c h n i c a l  ass is tance  cos t s .  
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Figures which take techn ica l  assistance i n t o  account are no t  p a r t i c u l a r l y  
s i g n i f i c a n t ,  s ince  the  managers o f  t he  hea l th  centers had no con t ro l  over these 
expenditures, and s ince i t  i s  quest ionable how much the  techn ica l  ass is tance i n  
t h e  l a t e r  years o f  t h e  p r o j e c t  con t r i bu ted  t o  p r o d u c t i v i t y .  I n  add i t i on ,  t he  
techn ica l  ass is tance o f f e r e d  by MAP dur ing  t h e  pe r iod  under study represented a  
d a i l y  o n - s i t e  expense. It i s  q u i t e  poss ib le  t h a t  t he  hea l th  centers cou ld  have 
obta ined s i m i l a r  shor t - te rm techn ica l  ass is tance from t h e  l o c a l  market a t  a  much 
lower p r i c e .  'The cos t  recovery f i g u r e s  f o r  opera t ing  and c a p i t a l  costs,  then, 
are most 1  i k e l y  the  best  gauge o f  t he  f i n a n c i a l  v i a b i l  i t y  o f  t h e  hea l th  centers. 

The MAP Pro jec t  w i l l  have spent over $U.S.700,000 du r ing  i t s  s i x -and -a -ha l f  year  
ex is tence.  Hea l th  serv ices  were i n i t i a t e d  i n  Solanda th ree  years a f t e r  t he  
p r o j e c t  s ta r ted .  I n  Marcabel i , the  1  aboratory was opened three-and-a-ha1 f years 
a f t e r  t he  p r o j e c t  s ta r ted .  'The m a j o r i t y  o f  p r o j e c t  expenditures occurred before 
any h e a l t h  care serv ices  were o f f e r e d  t o  the  i nhab i tan ts  o f  Solanda o r  Marcabel i. 
Approximately 60 percent o f  p r o j e c t  funds were spent by the  end o f  1988, 
according t o  t h e  authors'  ana lys is  (Technical Note on "P ro jec t  Expenditures").  
These funds are t rea ted  i n  t h i s  study as "sunk cos ts"  i ncu r red  before d i r e c t  
expenditures on t h e  hea l th  centers.  I f  they were amortized over t he  1  i f e  o f  t h e  
p r o j e c t ,  i t  would reduce cos t  recovery l e v e l s  t o  a  mere f r a c t i o n .  

I n  t h e  f i n a l  two years o f  t he  p r o j e c t ,  MAP spent approximately $U.S. 11,000 on 
techn ica l  ass is tance and $U.S. 14,000 on d i r e c t  subsid ies t o  the  h e a l t h  centers.  
I f  s i m i l a r  amounts o f  funds were spent by MAP on techn ica l  ass is tance and d i r e c t  
subsid ies i n  1989 and 1988, MAP would have spent approximately $U.S. 50,000 on 
t h e  Solanda and Marcabel i Heal th Centers dur ing  t h e  1  i f e  o f  t h e  p r o j e c t .  The 
remainder went t o  community educat ion a c t i v i t i e s .  



5.0 ANALYSIS OF COST RECOVERY PERFORMANCE 

The o v e r a l l  o b j e c t i v e  o f  t h e  MAP h e a l t h  f i n a n c i n g  p r o j e c t  was t o  o f f e r  qua1 i t y  
h e a l t h  s e r v i c e s  t o  low-income groups w h i l e  ach iev ing  t h e  maximum p o s s i b l e  
r ecupe ra t i on  o f  cos ts .  The o r i g i n a l  i n t e n t  i n  t h e  MAP proposal  and t h e  p r o j e c t  
g r a n t  agreement was c l e a r l y  t h a t  t h e  h e a l t h  cen te rs  would be ope ra t i ng  w i t h o u t  
subs idy.  By t h e  l a s t  yea r  o f  t h e  p r o j e c t ,  however, USAID had expanded t h e  
d e f i n i t i o n  o f  s e l f - s u f f i c i e n c y  t o  mean " se rv i ces  which a re  supported through 
s e r v i c e  charges, government p a r t i c i p a t i o n  and o t h e r  c o n t r i b u t i o n s  ...." (USAID 
1990). 

5.1 The Solanda Hea l t h  Center: Reasons f o r  Low Levels  o f  Cost Recovery 

I n  t h e  con tex t  o f  t h e  o r i g i n a l  d e f i n i t i o n  o f  s e l f - s u f f i c i e n c y ,  t h e  Solanda Hea l t h  
Center f a r e d  p o o r l y  r ecove r i ng  o n l y  about o n e - t h i r d  o f  i t s  c o s t s  i n  t h e  l a s t  two 
years  of t h e  p r o j e c t .  I f  government subs id ies  a re  cons idered as "income 
generated, " t h e  1  eve1 o f  c o s t  recovery  improves. 

The f o l l o w i n g  i s  an a n a l y s i s  o f  major reasons t h a t  t h e  Solanda Hea l t h  Center 
performed a t  a  r e l a t i v e l y  low l e v e l  o f  c o s t  recovery  d u r i n g  t h e  two-year  p e r i o d  
under s tudy.  It inc ludes  a  r e c a l c u l a t i o n  o f  c o s t  recovery  l e v e l s  f o r  1991, 
t a k i n g  i n t o  account government c o n t r i b u t i o n s .  The s e c t i o n  concludes w i t h  some 
recommendations. 

5.1.1 I r r e g u l  a r i  t y  o f  Serv ices  Reduced Income P o t e n t i  a1 

The f l o w  o f  income t o  t h e  Solanda Hea l t h  Center v a r i e s  so much over  t ime  t h a t  i t  
suggests t h a t  se rv i ces  may n o t  have been o f f e r e d  i n  a  u n i f o r m  manner over  t h e  
months, which adverse ly  a f f e c t e d  income. To ta l  revenue d e c l i n e d  i n  1990 by 38 
percen t  i n  c u r r e n t  sucres f rom t h e  f i r s t  t o  t h e  f o u r t h  q u a r t e r  o f  t h e  year .  Th i s  
occurred 1  a r g e l y  as a  r e s u l t  o f  a  d e c l i n e  i n  income f rom t h e  pharmacy and t h e  
medical  c l i n i c .  

The pharmacy, which had s o l d  n e a r l y  400,000 sucres wor th  o f  drugs i n  t h e  f i r s t  
q u a r t e r  o f  1990, s o l d  no th i ng  i n  t h e  f ou r t h  qua r te r .  C e r t a i n  personnel problems 
i n  ope ra t i ng  t h e  pharmacy appa ren t l y  occurred d u r i n g  t h i s  pe r i od .  The pharmacy 
was n o t  s t a f f e d  f rom about October 1990 t o  February 1991. I n  a d d i t i o n ,  few 
pharmaceut ica l  purchases t o o k  p l ace  i n  t h e  l a s t  two q u a r t e r s  o f  t h e  year .  A  
f u l l y  s t a f f e d  pharmacy i n  1990 cou ld  have r e s u l t e d  i n  a  c l o s e  t o  break-even 
s i t u a t i o n  f o r  t h e  year .  

S i m i l a r  personnel changes occurred w i t h  t h e  s t a f f  o f  t h e  medical  c l i n i c .  Not 
o n l y  was t h e r e  s t a f f  t u rnove r ,  b u t  a t  l e a s t  one s t a f f  member was p a i d  by 
d i f f e r e n t  sources f rom month t o  month. I n  t h i s  case, a  nurse who had been p a i d  
by MAP through a  temporary agency was swi tched over  t o  t h e  M i n i s t r y  o f  P u b l i c  
Hea l t h  p a y r o l l .  She was n o t  f u l l y  pa id  f o r  approx imate ly  f o u r  months, r e c e i v i n g  
o n l y  smal l  payments, and no b e n e f i t s .  Such problems may have r e s u l t e d  i n  
i n t e r r u p t i o n s  i n  se rv i ce .  I n  September o f  1990, f o r  example, t h e  number o f  
p a t i e n t s  seen f o r  t h e  month dropped t o  165. The p rev ious  e i g h t  months had 
averaged 437 p a t i e n t s  pe r  month. 



F i n a l l y ,  t he  1 aboratory techn ic ian  was pa id  under d i f f e r e n t  payment schemes. 
F i r s t ,  he rece ived a sa la ry .  I n  l a t e  1990, h i s  income was switched t o  a 
percentage o f  t h e  gross revenues from examinations. This  tu rned out  t o  be 
unsa t i s fac to ry ,  and he went back on sa la ry  i n  e a r l y  1991. A t  about t he  t ime t h a t  
he reve r ted  t o  a sa la ry  basis ,  h i s  hours were reduced from e i g h t  t o  s i x  per  day 
- a c u t  o f  25 percent  i n  working t ime w i t h  no apparent corresponding reduc t i on  
i n  sa la ry .  Th is  reduc t ion  i n  working t ime may have con t r i bu ted  t o  lower than 
normal l a b o r a t o r y  revenues. 

5.1.2 P r i c e  S t ruc tu re  Reduced Income Potent i  a1 

The Medical C l  i n i c .  The p r i n c i p a l  cause o f  Sol anda's low 1 eve1 o f  cos t  recovery 
i s  r e l a t e d  t o  the  p r i c e s  charged i n  the  medical c l i n i c ;  s i x t y - t h r e e  percent o f  
Solanda's d e f i c i t  i n  1991 came from the  medical c l i n i c .  Almost a l l  p a t i e n t s  were 
charged a s i n g l e  fee  f o r  being seen by a physic ian.  Other h igher  fees were 
charged f o r  speci a1 v i s i t s  such as emergencies. However, these speci a1 v i s i t s  
were a f r a c t i o n  o f  t h e  t o t a l  number o f  v i s i t s ,  amounting t o  l e s s  than 10 percent 
o f  a l l  v i s i t s .  

From the  opening o f  t he  hea l th  center  i n  September 1988 u n t i l  May o f  1991, t h e  
charge f o r  a phys ic ian  consu l ta t i on  was 200 sucres. I n  June o f  1991, t he  fee  was 
ra i sed  t o  400 sucres where i t  remained u n t i l  the  end o f  the  p r o j e c t .  During t h e  
pe r iod  September 1988 t o  June 1991, w h i l e  t h e  p r i c e  o f  a phys ic ian  v i s i t  remained 
s t a t i c ,  t h e  consumer p r i c e  index f o r  low- and middle-income f a m i l i e s  rose by 241 
percent (Banco Centra l  de l  Ecuador 1991). By December 1991, t h e  consumer p r i c e  
index had r i s e n  by a t  l e a s t  another 25 percent more. Un l i ke  most pub1 i c  and 
p r i v a t e  i n s t i t u t i o n s  i n  Ecuador, the  Solanda Heal th Center d i d  no t  b e n e f i t  from 
p r i c e  increases commensurate w i t h  i n f l a t i o n .  On the  o ther  hand, costs, i n c l u d i n g  
sa la r i es ,  suppl ies,  and u t i l  i t i e s  d i d  increase a t  r a t e s  c lose  t o  i n f l a t i o n .  

The i n i t i a l  p r i c e  o f  a phys ic ian  v i s i t  i n  1988 was very low by Ecuadorian 
standards. Had the re  been q u a r t e r l y  i n f l a t i o n  adjustments i n  t he  p r i c e  o f  a 
v i s i t ,  medical c l i n i c  revenues would have been 66 percent h igher  i n  t he  second 
qua r te r  o f  1991. The l e v e l  o f  cos t  recovery f o r  t h e  medical c l i n i c  would have 
r i s e n  from 15.5 t o  25.2 percent assuming no change i n  demand. 

The core problem i n  p r i c i n g ,  however, was n o t  j u s t  a mat ter  o f  pegging p r i c e s  t o  
i n f l a t i o n .  The core problem was t h a t  t h e  i n i t i a l  p r i c e  was se t  too  low f o r  any 
possi b i l  i t y  o f  subs tan t i a l  cos t  recovery. A consul t a t i o n  p r i c e  o f  200 sucres i n  
1988 was equal t o  about 20 percent o f  the  lowest  p r i v a t e  sec tor  p r i c e  a t  t he  
t ime. By the  end o f  t he  p r o j e c t ,  even though there  had been a doub l ing  o f  the  
p r i c e  t o  400 sucres, t he  fee  f o r  a consu l ta t i on  was s t i l l  a f r a c t i o n  o f  the  
p r i v a t e  sec tor  p r i c e .  E x h i b i t  9 shows the  p r i c e  o f  a Solanda medical c l i n i c  
v i s i t ,  t h e  p r i c e  o f  a v i s i t  t o  t he  nearest p r i v a t e  doctor ,  and t h e  p r i c e  o f  a 
v i s i t  t o  another PVO hea l th  center .  



Price m determind by unknown memr tasting mechanism. 
' *  PVO hedth center located in barrio next to Solanda. 

E x h i b i t  9  
Price of a General Hedical Consultation in Barrio Solanda, 

October-December 1991 (Current Sucres) 

I n  December o f  1991, t h e  l a s t  month o f  t h e  p r o j e c t ,  t h e  bas i c  charge a t  Sol anda 
was o n l y  40 percen t  t h a t  o f  a  nearby PVO c l i n i c .  I n  comparison t o  p r i v a t e  
doc to r s  i n  t h e  neighborhood, Solanda charged about 20 percen t  o f  t h e  go ing  
p r i v a t e  r a t e .  It was t h e  d e c i s i o n  o f  t h e  h e a l t h  cen te r  management t o  charge a  
f l a t  r a t e  t o  a l l  c l i e n t s  w i t h  no except ions.  Th i s  prec luded any o p p o r t u n i t y  t o  
charge a  h i ghe r  c o n s u l t a t i o n  f e e  t o  some p a t i e n t s  w h i l e  exempting t h e  poores t  
c l i e n t s  th rough  some form o f  means t e s t i n g .  Charging 1,000 sucres per  v i s i t  i n  
t h e  F a l l  o f  1991 ( o r  about 50 percent  o f  t h e  p r i v a t e  p r i c e ) ,  and exempting 20 
percen t  o f  a1 1  c l  i en ts  would have increased revenues by 100 percen t  assuming no 
f a l l  i n  demand. Under t h i s  scenar io ,  t h e  medical  c l i n i c  would have approached 
b reak ing  even on o p e r a t i n g  cos t s  i f  t h e  cos t s  o f  t h e  government-provided 
p h y s i c i a n  and nurse a re  n o t  i nc l uded  i n  t h e  equat ion.  

Sol anda 
Hea l t h  
Center 

400 

I n  any case, i t  i s  obvious t h a t  t h e  p r i c e s  charged a t  t h e  Solanda Hea l t h  Center 
were f a r  lower  than  t h e  lowes t  charges o f  any a l t e r n a t i v e  f e e - f o r - s e r v i c e  
p rov ide rs .  As a  comparison t o  o t h e r  p r i c e s ,  a  newspaper cos t s  between 250 and 
300 sucres. A  pack o f  c i g a r e t t e s  cos t s  1,000 sucres. Therefore,  t h e  p r i c e  o f  
a  medical  consul  t a t i o n  a t  Solanda .in l a t e  1991 was equal t o  t h e  p r i c e  o f  e i g h t  
c i g a r e t t e s ,  and s l  i g h t l y  more than  t h e  p r i c e  o f  a  newspaper. Why were p r i c e s  s e t  
so low? 

Comnunity Objections to Fee Charging. From t h e  i n i t i a t i o n  o f  d i scuss ions  w i t h  
t h e  M i n i s t r y  o f  Pub1 i c  Hea l t h  and t h e  community o rgan i za t i ons ,  t h e r e  were s t r oog  
o b j e c t i o n s  t o  f e e  charg ing.  Long be fo re  t h e  opening o f  t h e  c l i n i c  doors,  t h e  
M i n i s t r y ,  which had t o  approve t h e  p r o j e c t ,  ob jec ted  t o  t h e  charg ing  o f  fees. 
The M i n i s t r y ,  borrowing a decree which pe r ta i ned  t o  p u b l i c  c l i n i c s  on ly ,  in formed 
MAP t h a t  t h e  l aw  guarantees f r e e  se rv i ces  t o  t h e  popu la t i on  (MAP 1986). 

P r i v a t e  
Doc to r  1 
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Doctor  2  

2,000 

P r i v a t e  
Doc to r  4  

4,000 

P r i v a t e  
Doctor  3 
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2,500" 

Centro Medico 
T i e r r a  Nueva** 

1,000 



The c r y  against  fee  charging was taken up by community o rgan iza t ions  and t h e  
Fundacion Mariana de Jesus, which was t o  p rov ide  t h e  hea l th  center  f a c i l i t y .  
Thus, throughout t h e  l i f e  o f  t h e  p r o j e c t ,  MAP was pressured t o  keep fees a t  a  
very low l e v e l .  Only toward the  very end o f  t he  p r o j e c t ,  when the  community 
began contemplat ing the  f i n a n c i a l  sus ta inab i l  i t y  o f  t h e  h e a l t h  center ,  were 
p r i c e s  a t  t he  medical c l i n i c  ra ised.  I t  i s  t h e  authors'  understanding t h a t  t h e  
Solanda Par ish,  which took  over t h e  hea l th  center  i n  l a t e  December 1991, r a i s e d  
medical c l  i n i c  fees s u b s t a n t i a l l y  on January 1, 1992. C lear ly ,  t he  f i n a n c i a l  
performance o f  t he  Solanda Heal th Center would have been much improved w i t h  a  
p r i c e  s t r u c t u r e  more i n  1  i n e  w i t h  l o c a l  markets, and some form o f  means t e s t i n g  
t o  exempt t h e  t r u l y  poor. 

The Pharmacy. Pharmacy p r i ces  a t  Solanda are approximately 10 percent l e s s  than 
a t  nearby commercial pharmacies. The Sol anda pharmacy i s  on ly  stocked w i t h  bas ic  
drugs and does no t  have t h e  s e l e c t i o n  o f  neighbor ing commercial pharmacies. 
Pr ices  are probably se t  about as h igh  as they can be w i thout  d r i v i n g  c l i e n t s  t o  
the  nearby pharmacies. Sales vol  ume i s  un l  i k e l y  t o  be expanded because o f  an 
enforced p r e s c r i p t i o n  requirement. 

'The Laboratory. The l abo ra to ry  charged s l i g h t l y  l e s s  than the  going fees a t  
competing f a c i l i t i e s .  The average charge a t  Solanda i n  October 1991 f o r  17 
d i f f e r e n t  examinations was 1,006 sucres. The average charges a t  two nearby 
p r i v a t e  l a b o r a t o r i e s  were 1,147 and 1,565 respec t i ve l y .  A PVO l abo ra to ry  i n  t he  
next b a r r i o  had an average charge o f  1,135 sucres f o r  t he  same s e t  o f  t e s t s .  
Blood t e s t s  are the  most common form o f  l abo ra to ry  exam, making up more than h a l f  
o f  a l l  t e s t s  a t  Sol anda. There i s  v i r t u a l l y  no d i f f e r e n c e  i n  t he  p r i c e s  o f  b lood 
t e s t s  among Solanda, one p r i v a t e  l abo ra to ry ,  and the  o the r  PVO labo ra to ry .  The 
p a r a s i t e  exam, f o r  example, which accounted f o r  46 percent o f  a l l  exams a t  
Solanda, had a  p r i c e  o f  500 sucres i n  a l l  f o u r  f a c i l i t i e s  surveyed. Pr ices  
the re fo re  do not  seem t o  have been a  f a c t o r  i n  t he  i n a b i l i t y  o f  t he  l abo ra to ry  
t o  recoup a l l  o f  i t s  opera t ing  costs.  

5.1.3 Competi t ion Reduced Income Po ten t i a l  

When the  Sol anda Hea l th  Center opened i t s  doors, observers r e p o r t  t h a t  there  were 
no p r i v a t e  physic ians p r a c t i c i n g  i n  t he  b a r r i o .  Three years 1  a t e r  t he re  were a t  
l e a s t  f i v e  o r  s i x  s t o r e f r o n t  doc tor 's  o f f i c e s  w i t h  a t  l e a s t  one new one ready t o  
open. I n  t h e  next  b a r r i o ,  t he re  are o ther  s t o r e f r o n t  doctors,  a  M i n i s t r y  o f  
Pub l ic  Hea l th  c l i n i c ,  and a  PVO c l i n i c .  F i n a l l y ,  there  are a t  l e a s t  f o u r  
pharmacies w i t h i n  a  10-minute walk o f  t he  hea l th  center .  The Solanda Heal th 
Center, there fore ,  faced considerable compet i t ion from these o the r  f a c i l i t i e s  i n  
1990 and 1991. 

Solanda's l abo ra to ry  and pharmacy p r i ces  were w i t h i n  10 percent o f  t he  
compet i t ion,  on average. I n  con t ras t ,  i t s  medical c l i n i c  p r i c e s  were d r a s t i c a l l y  
lower than t h e  compet i t ion 's .  I n  l i g h t  o f  t h e  low p r i c e  o f  a  phys ic ian  v i s i t  a t  
Solanda, i t  i s  cur ious  t h a t  t h e  f a c i l i t y  was not  inundated w i t h  pa t i en ts ,  
especi a1 l y  g iven i t s  underused capac i ty  (See the  f o l l  owing sect  i o n  on "P ro jec t  
Design"). This  study d i d  no t  i n v e s t i g a t e  qua1 i t y  o f  care a t  Solanda, bu t  t h i s  
i s  one conceivable exp lanat ion  o f  why people stay away from c l i n i c s .  Another 
exp lanat ion  may have been t h e  image o f  t h e  h e a l t h  center  i n  t he  community. 
Crespo's study (1991) on community f a c t o r s  i n  the  MAP-USAID p r o j e c t  sheds l i g h t  



on t h i s  i ssue .  I t  i s  a l s o  p o s s i b l e  t h a t  t h e  poorest  people i n  t h e  community went 
t o  t h e  f r e e  M i n i s t r y  o f  P u b l i c  Hea l th  c l i n i c  i n  t h e  nex t  bar r io .  F i n a l l y ,  i t  i s  
c l e a r  t h a t  many people who cou ld  pay went t o  p r i v a t e  phys ic ians ,  and these 
p r i v a t e  phys i c i ans  may have o f f e r e d  d iscoun t  p r i c e s  t o  t h e  lowes t  income 
f a m i l i e s .  I n  any case, t h e  ex i s tence  o f  competing and presumably more d e s i r a b l e  
a l t e r n a t i v e s  f o r  many o f  Solanda's i n h a b i t a n t s  had a  dampening e f f e c t  on t h e  
heal  t h  cen te r ' s  revenues. 

5.1.4 Project Design May Have Reduced Productivity and Income Potenti a1 

Internal Efficiency. Sta ted  i n  s imple business terms, income o r  even p r o f i t  i s  
h i g h l y  dependent on how e f f i c i e n t l y  i n p u t s  a re  a p p l i e d  t o  an a c t i v i t y .  An 
i n e f f i c i e n t  a p p l i c a t i o n  o f  i n p u t s  lowers t h e  va lue o f  income and l i m i t s  p r o f i t  
p o t e n t i a l .  I n  h e a l t h  care, a  key e f f i c i e n c y  measure i s  s t a f f  p r o d u c t i v i t y ,  s ince  
1  abor i s  u s u a l l y  t h e  most expensive i n p u t .  Sol anda's f i n a n c i a l  p i c t u r e  appears 
t o  have s u f f e r e d  f rom i n e f f i c i e n c i e s  i n  p r o d u c t i v i t y  due t o  s t a f f i n g  pa t t e rns .  

I n  t h e  f i r s t  q u a r t e r  o f  1990, t h e  medical c l i n i c  r ece i ved  1,434 v i s i t s .  I n  no 
subsequent q u a r t e r  over  t h e  nex t  two years  d i d  t h e  number o f  v i s i t s  exceed t h i s  
number (See Annex E x h i b i t  14) .  I n  severa l  months d u r i n g  i t s  h i s t o r y ,  t h e  c l i n i c  
saw over  500 p a t i e n t s ,  w i t h  a  h i g h  o f  675 i n  September 1989. Assuming a  s i m i l a r  
s t a f f i n g  c o n f i g u r a t i o n  over  t ime, t he re fo re ,  t h e  c l i n i c  must have operated under 
capac i t y  f o r  much o f  t h e  t ime.  Indeed, f o r  a t  l e a s t  t h e  second h a l f  o f  1991, 
t h e r e  were two phys i c i ans  and one r e g i s t e r e d  nurse on d u t y  a t  t h e  h e a l t h  cen te r .  
The phys ic ians  worked f ou r -hou r  s h i f t s  f o r  a  t o t a l  coverage o f  e i g h t  hours per  
day. The average d a i l y  p a t i e n t  l oad  du r i ng  t h i s  s i x  month p e r i o d  was 17. 
Therefore,  i f  t h e  phys ic ians  adhered t o  t h e i r  du t y  hours (which t hey  g e n e r a l l y  
do) ,  they  were seeing on average two p a t i e n t s  per  hour.  

Since f o u r  p a t i e n t s  per  hour i s  a minimum standard i n  Ecuador, i t  i s  p o s s i b l e  
t h a t  t h e  medical  c l i n i c  was ope ra t i ng  as much as 50 percen t  under i t s  capac i t y .  
I n c i d e n t a l l y ,  t h e  h e a l t h  cen te r  a d m i n i s t r a t o r  s t a t e d  t h a t  t h e  capac i t y  o f  t h e  
medical  c l i n i c  was 30 p a t i e n t s  per  day, o r  an amount n e a r l y  i d e n t i c a l  t o  f o u r  
p a t i e n t s  per  hour.  

Large s h i f t s  i n  t h e  c o s t  pe r  p a t i e n t  v i s i t  i n  t h e  medical c l i n i c  a l s o  suggest 
mismatches between s t a f f  l a b o r  and t h e  demand f o r  se rv ices .  Annex E x h i b i t  14 
shows t h a t  t h e  t o t a l  c o s t  per  p a t i e n t  v i s i t  v a r i e d  between 943 and 1,928 sucres 
d u r i n g  t h e  seven qua r te r s  under study-+ s u r p r i s i n g  100 percen t  d i f f e r e n c e .  The 
average t o t a l  c o s t  per  v i s i t  i n  t h e  f i r s t  t h r e e  qua r te r s  o f  1991 was about 1,800 
sucres - an amount very  c l ose  t o  t h e  p r i v a t e  charge f o r  a  phys i c i an  v i s i t ,  as 
i n d i c a t e d  e a r l  i e r  i n  Exhi b i t  9. 



Regarding t h e  pharmacy, t h e  g r e a t  m a j o r i t y  o f  i t s  c l  i e n t s  (90 percent ,  accord ing 
t o  t h e  a d m i n i s t r a t o r )  a re  r e f e r r a l s  f rom t h e  medical  c l i n i c .  A  p r e s c r i p t i o n  i s  
r equ i red ,  which l ' l m i t s  t h e  c l i e n t e l e  t o  those who have j u s t  seen a  h e a l t h  cen te r  
doc to r ,  o r  those few who r e c e i v e  p r e s c r i p t i o n s  f rom p r i v a t e  doc to rs .  Most 
pharmacies i n  Ecuador d e r i v e  t h e i r  main revenues f rom s e l f - p r e s c r i  b i n g  p a t i e n t s  
and t h e  sa les  of non-pharmaceut icals such as soap, f ace  creams, and ove r - t he -  
coun te r  drugs. S ince t h e  Solanda pharmacy s e l l s  o n l y  bas i c  drugs, and a  
p r e s c r i p t i o n  i s  r equ i red ,  t h e  pharmacy cannot expand i t s  sa les  un less  t h e r e  i s  
a  l a r g e  inc rease  i n  t h e  number o f  p a t i e n t s  seen i n  t h e  medical  c l i n i c .  Under 
c u r r e n t  c i rcumstances, i t s  o n l y  hope f o r  f i n a n c i a l  s e l f - s u f f i c i e n c y  i s  t o  lower  
costs ,  which a re  a l ready  min imal .  

The l a b o r a t o r y  a l s o  had l a r g e  f l u c t u a t i o n s  i n  t h e  t o t a l  c o s t  pe r  examinat ion. 
It ranged f rom a  low o f  604 sucres t o  a  h i g h  o f  1,346 sucres pe r  exam (based on 
an index  o f  t h e  most common exams) over  t h e  seven q u a r t e r s  under s tudy  (See Annex 
E x h i b i t  15).  The h i g h e s t  number o f  l a b o r a t o r y  exams t o o k  p l ace  i n  t h e  second 
q u a r t e r  o f  1990. I f  we take  t h i s  t o  be equal t o  t h e  maximum produc t ion ,  then  t h e  
l a b o r a t o r y  operated 15 percen t  under capac i t y  on average f o r  t h e  o t h e r  s i x  
qua r te r s .  Unl i ke t h e  pharmacy, t h e  1  abora to ry  draws i t s  c l  i e n t e l e  ma in l y  th rough  
r e f e r r a l s  f rom p r i v a t e  phys ic ians .  It may have been p o s s i b l e  t o  expand r e f e r r a l s  
through a  minimal marke t ing  e f f o r t .  

Decision Making and Incentives. The f i n a l  p r o j e c t  des ign  i s sue  i n v o l v e s  who made 
dec i s i ons  and t h e  types  o f  i n c e n t i v e s  b u i l t  i n t o  t h e  h e a l t h  c e n t e r  opera t ion .  
A t  Solanda, t h e r e  was n o t  a  l o c a l  person o r  o r g a n i z a t i o n  t h a t  a c t u a l l y  managed 
t h e  opera t ion ,  except f o r  an on -s i  t e  a d m i n i s t r a t i v e  ass i  stant/pharmacy c l e r k ) .  
MAP s t a f f  made most o f  t h e  key management dec i s i ons  about h e a l t h  cen te r  s t a f f i n g ,  
t r a i n i n g ,  equipment purchases, and o t h e r  a d m i n i s t r a t i v e  ma t te r s  Thus, these 
dec i s i ons  were n o t  i n  t h e  hands o f  t h e  people d i r e c t l y  r espons ib l e  f o r  t h e  day- 
to -day  ope ra t i on  o f  t h e  h e a l t h  cen te r .  It i s  p o s s i b l e  t h a t  an o n - s i t e  business 
manager may have made l e s s  c o s t l y  choices than d i d  MAP s t a f f .  MAP on t h e  o t h e r  
hand had access t o  l a r g e  amounts o f  funds f o r  subs idy w i t h  no day- to-day 
i n c e n t i v e s  t o  make t h e  bes t  p o s s i b l e  f i n a n c i a l  cho ices.  The Solanda Hea l t h  
Center v e h i c l e  i s  an example o f  t h i s .  Th i s  v e h i c l e  r e v e r t e d  t o  t h e  h e a l t h  cen te r  
a t  t h e  conc lus ion  o f  t h e  p r o j e c t .  It cos t  t ens  o f  thousands o f  sucres t o  
m a i n t a i n  and r e p a i r  each year .  Operat ing independent ly,  t h e  h e a l t h  cen te r  would 
have saved cons iderab le  ope ra t i ng  expenses by us ing  inexpensive 1  oca l  
t r a n s p o r t a t i o n  ( t a x i s  and buses) f o r  i t s  needs. 

F i n a l l y ,  t h e  records  show no evidence t h a t  MAP c o l l e c t e d  o r  analyzed i n f o r m a t i o n  
on u t i l i z a t i o n  o r  p r o d u c t i v i t y .  I n fo rma t i on  generated and r e p o r t e d  t o  USAID on 
c o s t  recovery  performance compared income w i t h  s a l a r i e s  p a i d  by t h e  h e a l t h  cen te r  
and no o t h e r  cos ts .  T h i s  procedure gave i n f l a t e d  r e s u l t s  f o r  Solanda's cos t  
recovery  outcomes. Using s tandard account ing methods t o  measure c o s t  recovery,  
and c o l l  e c t  i n g  and ana lyz ing  da ta  on u t  i 1  i z a t i o n  and p r o d u c t i v i t y  cou ld  have 
helped MAP make d e c i s i o n s  t h a t  would have improved e f f i c i e n c y  and c o s t  recovery 
performance. 



5.1.5 Cost Recovery Performance Improves Wi th  Government C o n t r i b u t i o n  

I n  1991, MAP and t h e  Solanda Hea l t h  Center succeeded i n  o b t a i n i q g  a  phys i c i an  and 
a  nurse f rom t h e  M i n i s t r y  o f  Pub1 i c  Hea l th .  These two s t a f f  were on t h e  p a y r o l l  
o f  t h e  M i n i s t r y  and were p rov ided  f r ee -o f - cha rge  t o  Solanda t o  work i n  t h e  
medical  c l i n i c .  The s a l a r y  and b e n e f i t  cos t s  assumed by t h e  M i n i s t r y  amounted 
t o  approx imate ly  50 percen t  o f  t h e  t o t a l  c o s t  o f  t h e  medical  c l i n i c  i n  t h e  f i r s t  
t h r e e  q u a r t e r s  o f  1991. I f  we use USAID's r e d e f i n i t i o n  o f  s e l f - s u f f i c i e n c y  which 
p laces government subs id i es  i n  t h e  same category as income f rom fees  and sa les  
(USAID 1990), t h e  l e v e l  o f  c o s t  recovery  f o r  t h e  medical  c l i n i c  and t h e  h e a l t h  
cen te r  improves d r a m a t i c a l l y .  

When t o t a l  economic c o s t s  a re  taken i n t o  account, c o s t  recovery  i n  t h e  Solanda 
medical  c l i n i c  was 18.4 percent  o f  t o t a l  cos t s  i n  1991. When t h e  M i n i s t r y  
subs idy i s  added t o  t h e  cos t  s i d e  o f  t h e  equat ion, t h e  l e v e l  o f  c o s t  recovery  
jumps t o  71.1 percen t  (Annex E x h i b i t s  4  and 6 ) .  Fur ther ,  i n  1991, MAP e n t i r e l y  
subs id ized  t h e  r e n t  f o r  t h e  h e a l t h  cen te r  s i t e ,  w h i c h ' i s  p a i d  t o  t h e  Fundacion 
Mar iana  de Jesus.  With t h e  t r a n s f e r  o f  t h e  h e a l t h  cen te r  f rom MAP t o  t h e  Sol anda 
Par ish,  t h e  authors  understand t h a t  no r e n t  w i l l  be charged i n  1992. Wi thout  t he  
r e n t  expense i n  t h e  f i r s t  t h r e e  q u a r t e r s  o f  1991, t o t a l  cos t  recovery  f o r  t h e  
medical  c l i n i c  would have increased t o  76.4 percent .  

F i n a l l y ,  t h e  Solanda Hea l t h  Center w i l l  have few i f  any c a p i t a l  expend i tu res  i n  
t h e  nex t  t h r e e  o r  f o u r  years,  and as noted, most c a p i t a l  expend i tu res  were p a i d  
by MAP i n  1988/89. Wi thout  c a p i t a l  expend i tu re  cos ts ,  r e n t  payments, o r  M i n i s t r y  
subs id i es  taken i n t o  account, t h e  medical  c l i n i c  c o s t  recovery  l e v e l  f o r  1991 
would have been 56.1 percen t .  H igher  consul  t a t i o n  fees  o r  h i g h e r  p r o d u c t i v i t y  
may have enabled t h e  medical c l i n i c  t o  approach break even i n  1991 under t h i s  
d i scoun t i ng  method o f  c o s t  ana l ys i s .  

5.2 The Marcabe l i  H e a l t h  Center: Reasons f o r  High Leve ls  o f  Cost Recovery 

The a n a l y s i s  o f  Sol anda performance exp la ined  reasons f o r  i t s  low l e v e l s  o f  c o s t  
recovery .  S ince Marcabel i experienced much h ighe r  1  eve1 s  o f  cos t  recovery,  t h i s  
a n a l y s i s  w i l l  focus on t h e  reasons f o r  i t s  success. Marcabel i ' s  success de r i ved  
f rom a  v a r i e t y  o f  sources which a re  discussed below. These a r e  f o l l owed  by a  
d i scuss ion  o f  areas o f  concern f o r  Marcabel i as t h e  h e a l t h  cen te r  proceeds on i t s  
own i n  1992 and beyond. It i s  impor tan t  f o r  t h e  reader  t o  no te  t h a t  t h e  
Marcabel f  H e a l t h  Center was comprised o f  a  1  abo ra to r y  and a  smal l  pharmacy w i t h  
no medical  c l i n i c .  

5.2.1 Low Wages, Long Hours 

The l a b o r a t o r y  t e c h n i c i a n  and t h e  pharmacy c l e r k  earned minimal wages a t  
Marcabe l i .  These lower  wages occur because no b e n e f i t s  a re  p a i d  a t  Marcabel i ,  
and s a l a r i e s  a r e  lower  r e l a t i v e  t o  Solanda. T h i s  reduces l a b o r  cos t s  i n  t h e  
Marcabe l i  l a b o r a t o r y  by approx imate ly  43 percen t  (Annex E x h i b i t s  5  and 9 ) .  
Ma rcabe l i ' s  t o t a l  s a l a r y  cos t s  f o r  t h e  l a b o r a t o r y  i n  1990 were 730,000 sucres 
w h i l e  Solanda's were 1,288,000 sucres f o r  about 10 percen t  l e s s  l a b o r .  I n  t h e  
pharmacy, t h e  c l e r k  worked f o r  a l l  o f  1991 a t  l e s s  than  t h e  minimum wage. 



Not o n l y  a re  wages lower,  b u t  Marcabel i employees pu t  i n  l onge r  hours.  'The 
l a b o r a t o r y  t e c h n i c i a n  worked e i g h t  hours a  day, compared t o  s i x  hours a t  Solanda 
i n  1991. Fur ther ,  t h e  l a b o r a t o r y  i s  open Wednesday through Sunday. Th i s  enables 
t he  l a b o r a t o r y  t o  serve c l i e n t s  who cannot come t o  t he  h e a l t h  cen te r  on weekdays. 
T h i s  p r a c t i c e  captures a l l  t he  r u r a l  c l i e n t s  who come t o  town on t h e  weekends t o  
conduct t h e i r  business. F i n a l l y ,  t h e  pharmacy c l e r k  works a  f u l l  seven days a 
week a t  Marcabe l i .  These longer  hours t r a n s l a t e d  i n t o  h ighe r  income p o t e n t i a l ,  
e s p e c i a l l y  f o r  t h e  pharmacy. 

Marcabel i t s  pharmacy p r i c e s  were i d e n t i c a l  t o  those o f  Sol anda. The 1  abora to ry 's  
p r i c e s  were somewhat l e s s  than those o f  Solanda b u t  no t  enough t o  o f f - s e t  t h e  
advantages o f  s i g n i f i c a n t l y  1  ower wages a t  Marcabel i . Exam p r i c e s  a t  Marcabel i 
averaged somewhat l e s s  than those a t  Sol anda i n  1990. For t he  f i r s t  two qua r te rs  
o f  1991, p r i c e s  were a c t u a l l y  h i ghe r  a t  t he  Marcabel i  l a b o r a t o r y  (See Annex 
E x h i b i t s  15 and 16). 

5.2.2 E f f i c i e n t  Admin i s t ra t i on  

Another f a c t o r  t h a t  lowers l a b o r  cos t s  a t  Marcabel i  i s  t h e  absence o f  an o n - s i t e  
a d m i n i s t r a t o r .  I n  Marcabel i, the  1  abora to ry  t e c h n i c i a n  and t h e  pharmacy c l e r k  
handle much o f  t h e  a d m i n i s t r a t i v e  work ( r e c e i v i n g  and reco rd ing  payments, w r i t i n g  
r e c e i p t s ,  r e g i s t e r i n g  p a t i e n t s ,  o r d e r i n g  suppl i es ,  among o t h e r  t h i n g s ) .  The 
l o c a l  Comite de Sa7ud ( h e a l t h  committee) keeps a  general  l edge r  f o r  t h e  h e a l t h  
cen te r .  

5.2.3 Low C a p i t a l  Costs 

The Marcabel i  Hea l t h  Center i s  a  l i g h t l y  c a p i t a l i z e d  ope ra t i on  compared t o  
Solanda. The f a c i l  i t y  i s  smal ler ,  and r e q u i r e s  l e s s  f u r n i t u r e ,  o f f i c e  equipment, 
and appl iances.  I n  add i t i on ,  MAP seems t o  have made minimum c a p i t a l  expendi tures 
i n  Marcabel i  compared t o  Solanda. Cap i t a l  cos ts  f o r  t h e  Marcabel i  l abo ra to ry ,  
f o r  example, were 58 percent  l e s s  than Solanda i n  1990. 

5.2.4 P r o j e c t  Design Encouraged Comnuni t y  Involvement and F i  nanci  a1 
Sel f - S u f f  i c i  ency 

A  number o f  f a c t o r s  i n  t h e  design o f  t h e  Marcabel i  Hea l t h  Center favored  h i g h  
l e v e l s  o f  c o s t  recovery.  One o f  t he  most impor tan t  was t h e  h i g h  degree o f  l o c a l  
c o n t r o l  over  h e a l t h  cen te r  operat ions.  As noted, t he  Marcabel i h e a l t h  committee 
made most o f  t h e  key dec is ions  about operat ions,  w i t h  adv ice from MAP s t a f f .  The 
authors observed a  s t rong  sent iment o f  f i n a n c i a l  r e s p o n s i b i l i t y  f o r  t h e  cen te r  
on t h e  p a r t  o f  t h e  h e a l t h  committee members. T h i s  sense o f  ownership and 
responsi  b i  1  i t y  brought ser ious  de l  i b e r a t i  on t o  any dec i  s i  ons about t he  f i nanci a1 
c o n d i t i o n  o f  t h e  h e a l t h  cen te r .  MAP r e i n f o r c e d  t h i s  sense o f  r e s p o n s i b i l i t y  by 
1  i m i t i n g  t h e  funds a v a i l a b l e  f o r  subsidy. T h i s  may have caused t h e  h e a l t h  
committee t o  be more i nnova t i ve  and e f f i c i e n t  than  they  o therw ise  would have been 
w i t h  more l i b e r a l  subs id ies.  D i r e c t  subs id ies  p a i d  by MAP i n  t h e  f i r s t  t h r e e  
qua r te rs  o f  1991 were a  f r a c t i o n  o f  those p a i d  by MAP t o  Solanda d u r i n g  t h e  same 
per iod,  . 2  vs. 4.7 m i l l  i o n  sucres ( Annex E x h i b i t s  4 and 8) .  



The Marcabe l i  Comite endeavored t o  r a i s e  funds through community a c t i v i t i e s .  I n  
November 1990, t h e  Comite c o n t r i b u t e d  238,000 sucres i t  had earned f rom a  b ingo 
game i t  sponsored. The Comite made a  s i m i l a r  c o n t r i b u t i o n  i n  l a t e  1991 as a  
r e s u l t  o f  a  community dance. Besides r a i s i n g  funds th rough t h e  community, t h e  
h e a l t h  cen te r  employees and t h e  Comitk undertook promot ional  a c t i v i t i e s  f o r  t h e  
l a b o r a t o r y  by v i s i t i n g  schools and o f f e r i n g  volume d iscoun ts  f o r  r e q u i r e d  annual 
school 1  ab t e s t s .  Other d i scoun t  "spec ia l  s" were o c c a s i o n a l l y  o f f e r e d  t o  
s t i m u l  a t e  demand. 

The Marcabe l i  pharmacy, u n l i k e  i t s  Solanda equ i va len t ,  d i d  n o t  have a  
p r e s c r i p t i o n  requi rement .  I n  add i t i on ,  i t  s o l d  over - the-coun te r  products  and 
d rug  s t o r e  sundr ies,  which s i g n i f i c a n t l y  expanded i t s  sa les  volume, even though 
i t  was a  much sma l l e r  ope ra t i on  than  Solanda. Because o f  these  f a c t o r s  and 
l o n g e r  hours o f  opera t ion ,  Marcabel i  sa les  volume out -per formed Solanda's by a  
marg in  o f  130 percen t  i n  t h e  f i r s t  t h r e e  qua r te r s  o f  1991 (Annex E x h i b i t s  4 and 
8 ) .  

Both Sol anda and Marcabel i experimented w i t h  i n c e n t i v e  payments t o  employees i n  
1  i e u  o f  s a l a r i e s .  A f t e r  severa l  months' t r i a l  a t  Solanda, MAP abandoned a  scheme 
whereby t h e  l a b o r a t o r y  t e c h n i c i a n  rece ived  a  p o r t i o n  o f  h i s  pay f rom gross 
1  abora to ry  r e c e i p t s .  The Marcabel i h e a l t h  cornmi t t e e  i n s t i t u t e d  i n c e n t i v e  schemes 
f o r  t h e  l a b o r a t o r y  and t h e  pharmacy which were i n  e f f e c t  f rom August 1990 t o  t h e  
end o f  1991. 'The Marcabel i i n c e n t i v e  system (a base pay p l u s  a  percen t  o f  g ross)  
probably  c o n t r i  buted t o  t h e  heal t h  c e n t e r ' s  c o s t  recovery performance, especi  a1 l y  
i n  t h e  pharmacy, where t h e  c l e r k  v o l u n t a r i l y  extended t h e  hours o f  o p e r a t i o n  t o  
inc rease  sa les  p o t e n t i a l .  

L i k e  Sol anda, t h e  Marcabel i Hea l t h  Center sought o t h e r  sources o f  suppor t  beyond 
t h e  fees and charges p a i d  by c l i e n t s .  The cen te r  was successfu l  i n  a t t r a c t i n g  
f i n a n c i a l  suppor t  f rom t h e  M u n i c i p a l i t y  o f  Marcabel i ,  which began t o  pay a  base 
s a l a r y  t o  t h e  l a b o r a t o r y  t e c h n i c i a n  i n  l a t e  1990. I n  a d d i t i o n ,  t h e  M u n i c i p a l i t y  
made a  major  c o n t r i b u t i o n  i n  l a t e  1991 t o  upgrade l a b o r a t o r y  equipment. I f  these  
mun ic ipa l  c o n t r i b u t i o n s  a re  counted as ope ra t i ng  income (as i n  t h e  1990 USAID 
r e v i  sed d e f i n i t i o n  o f  se l  f - s u f f  i c i  ency) , ope ra t i ng  and c a p i t a l  c o s t  recovery  
reaches n e a r l y  100 percen t  f o r  1991 (Annex E x h i b i t s  8 and 10) .  

Reasons t o  Be Cautious About Warcabeli 's Financial  Condit ion 

Al though Marcabe l i ' s  performance i n  1991 should be cause f o r  opt imism about t h e  
f u t u r e  o f  t h e  h e a l t h  cen te r ,  severa l  f a c t o r s  r a i s e  some ques t i on  about i t s  l ong -  
te rm v i  ab i  1  i t y :  

F i r s t ,  Marcabeli had the  same problem w i t h  p r i c i n g  as Solanda. I n  t h e  
1  aboratory ,  i t  h e l d  p r i c e s  cons tan t  f o r  a  two-and-a-ha l f  yea r  p e r i o d  d e s p i t e  
r i s e s  i n  t h e  cos t s  o f  reagents .  To succeed, Marcabel i t s  l a b o r a t o r y  exam p r i c e s  
w i l l  have t o  be more s e n s i t i v e  t o  i n f l a t i o n .  

Second, Marcabe l i ' s  laboratory appears t o  be operat ing f a r  under capac i ty .  The 
records  show t h a t  t h e  l a b o r a t o r y  t e c h n i c i a n  can e a s i l y  handle 10 p a t i e n t s  per  
day. There a re  numerous days i n  t h e  h i s t o r y  o f  t h e  l a b o r a t o r y  when more than  10 
p a t i e n t s  were t e s t e d .  The average number o f  p a t i e n t s  seen f o r  t h e  seven-quar ter  
p e r i o d  under s tudy  was approx imate ly  6.0. For  a  three-week p e r i o d  i n  November 



1991, d u r i n g  f i e l d  work f o r  t h i s  study, t h e  1  aboratory  averaged on l y  3.5 p a t i e n t s  
per  day. Because o f  e r r a t i c  p a t i e n t  f low,  t h e  cos t s  pe r  l a b o r a t o r y  p a t i e n t  vary 
cons iderab ly  over t ime.  The average ope ra t i ng  c o s t  p e r  p a t i e n t  i n  t h e  t h i r d  
qua r te r  o f  1991 was 173 percen t  h i ghe r  than  i n  t h e  p rev ious  q u a r t e r  (see Annex 
E x h i b i t  16).  Marcabel i ' s 1  aboratory  w i  11 have d i f f i c u l t y  managing i f  such 
f l u c t u a t i o n s  i n  cos t s  pe r  p a t i e n t  p e r s i s t .  A  more steady f l o w  o f  p a t i e n t s  would 
a l l e v i a t e  t h i s  p o t e n t i a l  problem. 

T h i r d ,  Marcabel i f aces  po ten t  ia7 7y s t i f f  c o m p e t i t i o n  f rom l o c a l  pharmacies.  
There a re  t h r e e  pharmacies w i t h i n  two b locks  o f  t h e  Marcabel i  Hea l t h  Center.  
More ser ious  i s  a  new 1  abora to ry  15 minutes away i n  Balzas which was scheduled 
t o  open i n  e a r l y  1992. The c l o s e s t  1991 compe t i t i on  was a  two-hour bus r i d e  
away. Th is  new l a b o r a t o r y  cou ld  draw o f f  l a r g e  p o r t i o n s  o f  Marcabel i 's  
l a b o r a t o r y  p a t i e n t s ,  s ince  many o f  them come from Balzas, and t h e  new l a b o r a t o r y  
w i l l  be o f f e r i n g  more s o p h i s t i c a t e d  t e s t s .  Any d e c l i n e  i n  t h e  l a b o r a t o r y ' s  
p a t i e n t  volume would have d i r e  consequences f o r  Marcabel i. 

F o u r t h ,  t h e  s a l a r i e s  and i n c e n t i v e s  p a i d  a t  t h e  H a r c a b e l i  H e a l t h  Cente r  may be 
t o o  low t o  be  s u s t a i n a b l e .  As noted, t h e  pharmacy c l e r k  made l e s s  than  t h e  
minimum wage, y e t  worked c l ose  t o  60 hours a  week. The l a b o r a t o r y  t echn i c i an ,  
a  s k i l l e d  p ro fess iona l ,  made o n l y  t w i c e  t h e  minimum wage on average i n  1991. 
Both employees s u f f e r e d  l a r g e  decreases i n  r e a l  wages i n  1991, thanks t o  50 
percent  i n f l a t i o n  and constant  s a l a r i e s .  Th i s  wage s t r u c t u r e  most 1  i k e l y  cannot 
be sus ta ined  and w i l l  r e q u i r e  s i g n i f i c a n t  adjustment i f  t h e  cen te r  hopes t o  
r e t a i n  i t s  employees. Wi th a  50 percen t  wage adjustment,  Marcabel i ' s  ope ra t i ng  
c o s t  recovery  would have s l i p p e d  i n  1991 from 108 percent  t o  94 percent .  
Operat ing and c a p i t a l  c o s t  recovery would have dropped f rom 89 t o  80 percent .  

F i f t h  and f i n a l l y ,  d e s p i t e  t e c h n i c a l  ass is tance  f rom HAP i n  account ing,  t h e  
M a r c a b e l i  H e a l t h  Cente r  and t h e  l o c a l  h e a l t h  committee l a c k  b a s i c  f i n a n c i a l  
p l a n n i n g  c a p a b i l i t y .  At  t h e  t ime  o f  t h e  authors '  v i s i t  i n  l a t e  1991, j u s t  days 
be fo re  t h e  f i n a l  t rans fe rence  o f  t h e  equipment f rom MAP t o  t h e  cen te r ,  t h e r e  were 
no budgets f o r  1992 and t h e  Committee had l i t t l e  n o t i o n  o f  i t s  f i n a n c i a l  
c o n d i t i o n  f o r  t h e  coming year .  



6.0 ASSESSMENT OF 'THE SOCIOECONOMIC CHARACTERISTICS OF URBAN CLIENTS AT SOLANDA 

The Solanda b a r r i o  has a  p o p u l a t i o n  o f  approx imate ly  30,000 people.  The Solanda 
H e a l t h  Center r ece i ved  on average 7,500 v i s i t s  pe r  y e a r  t o  i t s  medica l  c l  i n i c  and 
l a b o r a t o r y  (Annex E x h i b i t s  14 and 15) .  The m a j o r i t y  o f  pharmacy v i s i t s  were 
medica l  c l i n i c  p a t i e n t s .  There i s  no way o f  knowing how many m u l t i p l e  v i s i t s  
t h e r e  were f rom t h e  same c l i e n t s ,  so i t  i s  imposs ib l e  t o  determine e x a c t l y  how 
many people  were served by t h e  h e a l t h  cen te r .  The medica l  c l  i n i c  r e g i s t e r e d  
2,300 f a m i l  i e s  over  t h e  course o f  t h e  p r o j e c t .  Th i s  would mean t h a t  a t  l e a s t  one 
member o f  some 40 percen t  o f  Solanda households v i s i t e d  t h e  h e a l t h  cen te r .  

The f o l l o w i n g  i n f o r m a t i o n  e s t a b l i s h e s  some o f  t h e  socioeconomic c h a r a c t e r i s t i c s  
o f  t h e  Solanda b a r r i o  and t h e  c l i e n t e l e  o f  t h e  Solanda Hea l t h  Center .  The 
f o l l o w i n g  ana l ys i s ,  based on d i f f e r e n t  surveys o f  each popu la t i on ,  shows t h a t  f o r  
t h e  most p a r t ,  h e a l t h  cen te r  c l i e n t e l e  a re  r e p r e s e n t a t i v e  o f  t h e  e n t i r e  
community. 

6 .1  Income 

The Solanda Hea l t h  Center was planned and opened a t  t h e  same t i m e  t h a t  t h e  
Solanda Housing Finance P r o j e c t  was i n  f u l l  ope ra t i on .  The p r o j e c t  was approved 
i n  1980, and by 1988, c o n s t r u c t i o n  was complete w i t h  5,746 u n i t s .  Most were 
occupied by 1989. These hous ing u n i t s  were t a r g e t e d  t o  low-income f a m i l i e s  who 
ranked i n  t h e  l owe r  h a l f  o f  Q u i t o ' s  income sca le ,  t h a t  i s ,  below t h e  50 th  
p e r c e n t i l e .  Twenty percen t  o f  occupants were p e r m i t t e d  t o  be o u t s i d e  o f  t h i s  
range (PADCO, I n c .  1989). 

The Ecuador ian Housing Bank (Banco Ecua to r iano  de Viv ienda)  es t imated  t h a t  t h e  
50 th  income p e r c e n t i l e  f o r  Q u i t o  i n  1988 was 53,112 sucres.  A t  t h a t  t i m e  t h e  
maximum p e r m i s s i b l e  income f o r  hous ing appl  i c a n t s  was 53,200 sucres,  o r  about 3.7 
t imes  t h e  minimum wage (PADCO, I nc .  1989). Another s tudy  i n  1985 p u t  t h e  50 th  
p e r c e n t i l e  a t  t h e  e q u i v a l e n t  o f  66,252 i n  1988 sucres (World Bank 1990). I f  t h e  
Solanda app l i can t s ,  i n  f a c t ,  had incomes a t  t h e  50 th  p e r c e n t i l e  o r  below, i t  
would be p o s s i b l e  t o  conc lude t h a t  t h e  Solanda b a r r i o  indeed was l a r g e l y  occupied 
by t h e  l owe r  income groups. 

Another measure o f  l ow  income i s  t h e  l e v e l  o f  pove r t y .  A  1988 es t ima te  p u t  t h e  
pove r t y  l e v e l  a t  2.8 t imes  t h e  minimum s a l a r y  f o r  a  f a m i l y  o f  s i x  (PADCO, I nc .  
1989). The N a t i o n a l  I n s t i t u t e  o f  S t a t i s t i c s  and Censuses (INEC) has d e f i n e d  t h i s  
l e v e l  as t h e  amount o f  month ly  income necessary t o  purchase a  b a s i c  food  basket.  
Solanda's average f a m i l y  s i z e  i s  l e s s  than  f i v e ,  making t h e  Solanda e q u i v a l e n t  
o f  p o v e r t y  about 2.3 t imes  minimum s a l a r y  and below. The I n t e r n a t i o n a l  Labor 
O rgan i za t i on  ( ILO) es t imated  i n  1987 t h a t  45.8 percen t  o f  f a m i l y  u n i t s  i n  
Ecuador's main urban cen te rs ,  i n c l u d i n g  Q u i t o ,  l i v e d  i n  p o v e r t y  (World Bank 
1990). T h i s  i n c l u d e s  15 percen t  o f  t h e  l a r g e  urban p o p u l a t i o n  1  i v i n g  i n  abso lu te  
pove r t y .  Under these  d e f i n i t i o n s ,  t h e  m a j o r i t y  o f  a p p l i c a n t s  t o  t h e  Solanda 
hous ing p r o j e c t  would have been 1  i v i n g  i n  pove r t y  a t  t h e  t ime  o f  t h e  appl  i c a t i o n .  



With these f i g u r e s  as background, we can examine the  income data gathered from 
several l a t e r  Solanda surveys. Three surveys prov ide  data on income: PADCO's 
household survey i n  1988 (1989), Rodriguez's household survey i n  1989 (1990), and 
HFS's Ficha (Reg is t ra t i on  Card) survey cover ing th ree  years (1989-1991). Exhi b i t  
10 presents i n fo rma t ion  on se l f - repo r ted  f a m i l y  income o f  the  popu la t ion  i n  
general,  and Solanda Heal th Center users. These incomes are converted t o  sucres 
o f  June 1991 f o r  comparative purposes. These income f i g u r e s  are then compared 
t o  the  pover ty  income c e i l i n g  o f  2.3 t imes the  minimum sa la ry .  

E x h i b i t  10 

Average Self-Reported Monthly Income, and Poverty  Ce i l i ng :  
Sol anda Populat ion and Hea l th  Center Users 

(Sucres o f  June 1991) 

Survey 

Ficha, HFS (June 90) 69,089 102,943 1 92,529 
(median) 1 (70.0001 1 1104.300) 

PADCO, Inc (May 88) 

Rodriguez (March 89) 

Ficha, HFS (June 89) 
(median) 

Monthly Income 

Source: Technical Notes on Household Income. 

31,543 

46,807 

42,132 
(34,0001 

Ficha, HFS (June 91 1 
(median) 

The two shaded columns compare the  general popu la t ion  and the  h e a l t h  center  users 
t o  est imated pover ty  l e v e l s .  The 1988 and 1989 f i g u r e s  show t h a t  average s e l f -  
repor ted  incomes are lower than the  pover ty  c e i l i n g .  For 1990 and 1991, t he  
p a t t e r n  reverses and income l e v e l s  are somewhat above the  pover ty  l i n e .  Th is  
changing p a t t e r n  can be expla ined by a  severely  decl  i n i n g  r e a l  minimum wage, and 
the  possi  b i  1  i t y  t h a t  Sol anda households are increas ing  t h e i r  incomes even i n  the  
face o f  near h y p e r - i n f l  a t i on .  I n  any case, t he  repor ted  income f i g u r e s  are c lose  
enough t o  t h e  pover ty  l i n e  t h a t  i t  i s  arguable t h a t  t he  m a j o r i t y  o f  Solanda 
res iden ts  and hea l th  center  users were l i v i n g  a t  o r  near pover ty  a t  t h e  t ime o f  
t he  surveys. 

Real Monthly 
Income 

A major quest ion i s  whether these f i g u r e s  on income are re1  i a b l e .  Se l f - repo r ted  
income data  are f raught  w i t h  problems simply because the re  are numerous 
i ncen t i ves  f o r  respondents t o  underrepor t :  

Poverty Level 
( l e s s  than:) 

132,48 1 

1 10,465 

120,207 
(1 00,0001 

F i r s t  and most obviously ,  respondents may under-repor t  income t o  
i n te rv iewers  f e a r i n g  t h a t  they may not  q u a l i f y  f o r  a  mortgage, o r  may have 
t o  pay a  h igher  fee. I n  t he  case o f  the  Solanda surveys, these i ncen t i ves  
t o  under - repor t  were s t r o n g l y  ev ident .  

1 40,070 

141,128 

1 20,207 
( 1 0 0 , ~ )  

1 

92,000 

92,690 
174,8001 

136,620 



Second, respondents may n o t  want ne ighbors o r  i n t e r v i e w e r s  t o  know t h e i r  
i ncomes . 

Th i rd ,  t h e y  may n o t  know t h e i r  t o t a l  household income, s i nce  n o t  a l l  
household members n e c e s s a r i l y  r e p o r t  income t o  t h e  head o f  household. 

Four th ,  i n f o rma l  s e c t o r  workers may n o t  have an idea  about t h e i r  income, 
o r  i t  may va ry  s u b s t a n t i a l l y  f rom month t o  month. 

F i n a l l y ,  t hey  may n o t  recognize t h a t  i n - k i n d  payments, b a r t e r  exchanges 
and t h e  l i k e ,  c o n s t i t u t e  income. 

Un fo r t una te l y ,  t h e r e  i s  no way t o  measure how f a r  under - repor ted  t hey  a re  w i t h  
t h e  c u r r e n t  i n f o rma t i on .  

6.2 Income Proxies 

Another way t o  g a i n  a  sense o f  income l e v e l s  i s  t o  use p r o x i e s  such as 
occupat ion,  educat ion,  o r  housing c h a r a c t e r i s t i c s .  These a r e  o f t e n  s t r ong  
i n d i c a t o r s  o f  a  f a m i l y ' s  economic s i t u a t i o n .  

E x h i b i t  11 shows t h e  r e s u l t s  o f  two HFS surveys which d e p i c t  t h e  occupat ions o f  
heads o f  households i n  Solanda. The major  occupat ion i n  b o t h  surveys i s  
" se rv i ces "  which i nc l udes  domest ic workers, d r i v e r s ,  food workers, l aund ry  
workers, nurse ass i s tan t s ,  r e t a i l  c l e r k s ,  and o thers .  

I n  bo th  surveys, t h e  second l e a d i n g  ca tegory  i s  " l abo re r " ,  however, t h e r e  a re  
n e a r l y  t w i c e  as many l a b o r e r s  i n  t h e  h e a l t h  cen te r  F i c h a  survey than  i n  t h e  
genera l  survey. S i m i l a r l y ,  t h e r e  a re  many fewer a r t i s a n s  i n  t h e  h e a l t h  cen te r  
survey than  i n  t h e  B a r r i o  survey. Taken toge ther ,  t h e  F i c h a  da ta  suggest t h a t  
t h e  heads o f  households o f  f a m i l i e s  t h a t  use t h e  Solanda Hea l t h  Center a re  i n  
what a re  perce ived  t o  be lower  income occupat ions. More t han  80 percen t  o f  t h e  
sample were i n  serv ice ,  1  abor, o r  p e t t y  commerce jobs.  

Some o f  these  low-income occupat ions may n o t  be low-pay ing  jobs .  Both t h e  
se rv i ces  and l a b o r e r  ca tego r i es  cover  some w e l l - p a y i n g  j o b s  such as auto 
mechanic, policeman, o r  t a x i  d r i v e r .  They a l s o  i n c l u d e  persons who are 
superv iso rs  i n  these j o b  ca tego r i es .  A  c o n s t r u c t i o n  foreman would have most 
1  i k e l y  been 1  i s t e d  i n  t h e  "1 aborer"  category.  Whi le t h e  occupat iona l  da ta  
s t r o n g l y  suggests t h a t  t h e  Sol anda Hea l t h  Center users  were low-income, i t  1  acks 
c e r t a i n  d e t a i l s  t h a t  would revea l  what p r o p o r t i o n  were i n  f a c t  l ow  income. 

Another f a c t o r  t h a t  compl icates us ing  occupat ion as an income proxy  i s  membership 
i n  t h e  Ecuadorian Soc ia l  S e c u r i t y  I n s t i t u t e .  Members account f o r  o n l y  12 percen t  
o f  t h e  work ing popu la t i on .  B e n e f i t s  i n c l u d e  t o t a l  h e a l t h  care, a  pension, l ong -  
t e rm  d i s a b i l i t y  coverage, s i c k  l eave  pay, and access t o  l ow  c o s t  l o a n  funds. 
Borrowing f rom t h e  Soc ia l  S e c u r i t y  I n s t i t u t e  i s  t h e  most common way i n  Ecuador 
t h a t  people buy homes o r  veh i c l es .  Membership i n  t h e  I n s t i t u t e  c l e a r l y  r a i s e s  
one's income l e v e l  and p o t e n t i a l  i n  Ecuador. Among Sol anda medical  c l  i n i c  users,  
51 percen t  o f  heads o f  households were members. 



There i s  a s t r ong  c o r r e l a t i o n  
between educa t ion  and income 
l e v e l s .  One s tudy  I n  Ecuador 
showed t h a t  workers who had 
completed secondary school had 
incomes 62 percen t  h i g h e r  than  
those who had completed o n l y  
p r ima ry  school (World Bank 
1990). The Solanda d a t a  on 
educat ion o n l y  r e v e a l s  whether a 
person reached an educat ion 
l e v e l ,  n o t  whether t h e  person 
c o m p l e t e d  t h e  1 e v e l  . 
Never the l  ess, t h e  da ta  f rom 
Solanda i s  s t i l l  r e v e a l i v g .  It 
shows t h a t  f o r  bo th  t h e  h e a l t h  
cen te r  Ficha and Barrio surveys, 
about h a l f  (48 percen t )  o f  t h e  
heads o f  households had e i t h e r  
a t tended o r  f i n i s h e d  secondary 
school.  Another 7-11 percent  
had undertaken u n i v e r s i t y  
s t ud ies .  Roughly 60 percent  o f  
t h e  sample had educat ions which 
a re  assoc ia ted  w i t h  h i ghe r  
income l e v e l s  i n  Ecuador 
( " T e c h n i c a l  N o t e s  o n  
Educat ion" 1. About 40 ~ e r c e n t  

Exhibit 11 

Occupations of Heads of Households: 
Solanda Clinic and Barrio Surveys 

(Percentage of Sample) 

Occupation Ficha, HFS Barrio, 
( 1 989-91 ) HFS 

(1 991 

Services 

Laborer 

Street Vendors 

Artisan 

Professional 

Not Classified 

Homemaker 

Inactive 

Total Percent 

Sample Size n = 205 n = 1 5 5  
had o n l y  ' p r ima ry  educat ion,  

Sources: Ficha  SUN^^, HFS 1991 ; Barrio  SUN^^. HFS 199 1 ; which i s ,  i n  t u r n ,  assoc ia ted  ,,,,,, 1989. 

w i t h  lower  income groups. Thus, 
educat ion 1 eve l  s -suggest t h a t  
perhaps f o u r  i n  t e n  o f  Solanda 
f a m i l i e s  f a l l  i n  t h e  low-income category.  

Evidence on t h e  qua1 i t y  o f  housing a l s o  suggests t h a t  a s u b s t a n t i a l  p o r t i o n  o f  
t h e  Solanda p o p u l a t i o n  may be i n  t h e  midd le -  o r  h i ghe r -  inconie groups. The PADCO 
(1989) e v a l u a t i o n  o f  t h e  Solanda housing p r o j e c t  noted t h a t  84 percen t  o f  t h e  
housing u n i t s  had been improved. The eva lua to r s  remarked f u r t h e r  t h a t ,  "The 
r a p i d i t y  o f  t h e  b u i l d - o u t  and t he  q u a n t i t y  o f  much o f  t h e  u n i t  expansions and 
extens ions may revea l  a 1 a rger  group o f  above medi an-income b e n e f i c i a r i e s  than  
i n d i c a t e d  i n  o u r  a n a l y s i s  o f  income d i s t r i b u t i o n  and survey r e s u l t s . "  The 
eva lua to r s  a1 so s t a t e d  t h a t  t h e  p a r t i c i p a t i n g  l e n d i n g  i n s t i t u t i o n s  remain 
d o u b t f u l ,  " . . .as t o  whether t h e  o r i g i n a l  t a r g e t  group was adequately served by 
t h i s  p r o j e c t "  (PADCO, I nc .  1989, p. 44).  Data on household c h a r a c t e r i s t i c s  shed 
1 i g h t  on these conc l  us ions.  

Home ownership i s  ve ry  h i g h  i n  t h e  Solanda b a r r i o ,  which i s  t o  be expected g i ven  
t h e  n a t u r e  o f  i t s  founding. Ownership a lone i s  an i n d i c a t o r  o f  h i g h e r  income 
because o f  t h e  cash down payment r e q u i r e d  f o r  home purchase. A l though t h e  
government r e q u i r e d  a down payment o f  f i v e  percent ,  t h e  average Solanda purchaser 
p a i d  e i g h t  percen t .  T h i s  made t h e  average cash down payment equal t o  about t h r e e  



t imes t h e  month ly  minimum wage. 
A  h i g h e r  p o r t i o n  o f  t h e  h e a l t h  
cen te r  F i c h a  sample ren ted  t h e i r  
homes, suggest ing t h a t  t h e i r  
incomes o r  c i rcumstances d i d  no t  
pe rm i t  them t o  purchase. 

The homes a re  r e l a t i v e l y  ample, 
w i t h  an average o f  over  two 
bedrooms and a  k i t chen .  Most of 

Exhibit 12 

Household Characteristics: 
Two Surveys in Solanda 

Characteristic Ficha, HFS, Barrio, HFS, 
1 988-9 1 1991 

Owners of Home 63.7% 85.8 % 
them have t h e  amen i t ies  o f  No,,Bedrooms 
modern l i f e .  Two- th i rds  o f  t h e  
h e a l t h  cen te r  s a m ~ l  e  owned Refriaerator 62.2% 78.1 % 
r e f r i g e r a t o r s ,  w h i l e  over  90 Radii percent  o f  bo th  groups had 
t e l e v i s i o n  se ts .  ~ i i t u a ~ ~ ~  a1 1  Television 91.9% 98.1 % 
had r a d i o s .  A  t e l e v i s i o n  c o s t  
a t  l e a s t  10 t imes  t h e  minimum Vehicle 9.1 % 4.5% 

s a l a r y  i n  1991, and presumably 
f ami 1  i es W O U ~  d  on1 Y buy one SWIG,,: EC~,, Survey, HFS 1988-91; Barrio Survey, HFS 1991. 

a f t e r  t h e i r  food and housing 
needs had been meet. Perhaps 
most s u r p r i s i n g  i s  t h a t  any o f  
t h e  f a m i l i e s  own veh i c l es .  
Near ly  one i n  t e n  o f  t h e  h e a l t h  cen te r  users s t a t e d  t h a t  t hey  owned a  v e h i c l e .  
Veh i c l e  owners a re  g e n e r a l l y  i n  t h e  very  h i ghes t  income groups i n  Ecuador. 

I n  sum, a1 though t h e  i n f o r m a t i o n  on socioeconomic c h a r a c t e r i s t i c s  o f  t h e  So1 anda 
Hea l t h  Center users  i s  n o t  conc lus ive ,  i t  seems t o  p lace  them approx imate ly  i n  
t h e  m idd le  range o f  urban income d i s t r i b u t i o n .  Many o f  them have occupat ions 
which a re  concent ra ted  i n  t h e  midd le -  and lower -  income groups. 'Their 
educa t iona l  l e v e l s  a re  c o n s i s t e n t  w i t h  t h e  average f o r  l a r g e  urban areas 
(CEPARIMSP 1990) which associ  a tes them s t r o n g l y  w i t h  t h e  average income group. 
F i n a l l y ,  t h e i r  household c h a r a c t e r i s t i c s  i n c l u d i n g  home ownership and possessions 
suggest incomes which a re  much h ighe r  than  those repo r ted  i n  t h e  surveys. Based 
on t h i s  i n f o rma t i on ,  i t  i s  probably  sa fe  t o  asse r t  t h a t  t h e  Solanda Hea l t h  Center 
b e n e f i c i a r i e s  a re  n o t  by any means i n  t h e  lowest  income p e r c e n t i l e s .  N e i t h e r  are 
t hey  i n  t h e  h i ghes t  p e r c e n t i l e s .  The t y p i c a l  person served by t h e  Sol anda Hea l t h  
Center i s  p robab ly  t h e  average Q u i t o  c i t i z e n .  

Note on Health Needs a t  Solanda 

The survey da ta  i n d i c a t e s  t h a t  t h e  Solanda Hea l th  Center he lped t o  meet some o f  
t h e  community's bas i c  h e a l t h  ca re  needs d u r i n g  t h e  l i f e  o f  t h e  MAP p r o j e c t .  
Th i s  conc lus ion  a r i s e s  f rom da ta  on t h e  i n i t i a l  d iagnos is  found on t h e  f a m i l y  
r e g i s t r a t i o n  ca rd  ( f i c h a ) ,  and i n f o r m a t i o n  supp l ied  by respondents about b i r t h s ,  
deaths and abo r t i ons .  



The f o u r  main diagnoses f o r  t h e  f i r s t  v i s i t  were r e s p i r a t o r y  i n f e c t i o n s ,  c h i l d  
hea l th  care, d i  arrhea, and gynecological problems. Together, these f o u r  
diagnoses accounted f o r  68.4 percent o f  t o t a l  f i r s t  v i s i t s  over t h e  pe r iod  
1988-91. These diagnoses are most o f t e n  complaints o f  c h i l d r e n  and women - 
u s u a l l y  a  soc ie t y ' s  most vu lnerab le  groups from a  hea l th  perspect ive.  The 
average number o f  pregnancies per  woman was 3.5 and 3.7 r e s p e c t i v e l y  f o r  t h e  two 
HFS surveys. These are n o t  completed f e r t i l i t y  ra tes ;  t he  t o t a l  f e r t i l  i t y  r a t e s  
are probably much h igher .  The number o f  abor t ions,  e i t h e r  induced o r  
spontaneous, appears t o  be very high, w i t h  over h a l f  o f  Solanda Hea l th  Center 
f a m i l i e s  r e p o r t i n g  a t  l e a s t  one abor t ion.  The Solanda Heal th Center prov ides 
l i t t l e  i n  t he  way o f  f a m i l y  p lanning services, which i n  view o f  t he  number o f  
abor t ions,  seems t o  be a  ser ious  de f i c i ency  i n  serv ing  bas ic  h e a l t h  needs. 



7 . 0  ASSESSMENT OF THE SOCIOECONOMIC CHARACTERISTICS OF RURAL CLIENTS AT MARCABELI 

As noted .in t h e  methodology d iscuss ion ,  ve r y  1  i t t l e  i s  known about t h e  p o p u l a t i o n  
o f  Marcabel i. No reco rds  w i t h  socioeconomic da ta  a re  kep t .  Fu r t he r ,  s i n c e  
Marcabe l i  i s  a  remote s i t e  o f  r e l a t i v e l y  r ecen t  se t t l ement ,  t h e r e  has been l i t t l e  
academic o r  development agency i n t e r e s t  i n  t h e  area. Thus, u n l i k e  Solanda, no 
books have been w r i t t e n  about Marcabel i, no eva lua t i ons  have been undertaken, and 
no surveys o f  socioeconomic c h a r a c t e r i s t i c s  have been c a r r i e d  o u t .  What 1  i t t l e  
we do know i s  i m p r e s s i o n i s t i c  and based on s c a t t e r e d  f a c t s  and l o g i c .  

Marcabe l i  i s  a  smal l  r u r a l  town surrounded by e i g h t  smal l  se t t l ements .  The town 
and t h e  se t t l emen ts  t o g e t h e r  had a  p o p u l a t i o n  o f  4,798 i n  1991 (INEC 1991). 
Local  observers  es t ima te  t h a t  t h e  town has about 2,000 i n h a b i t a n t s .  The 
sur round ing  se t t l emen ts  a re  i n f o rma l  groups o f  houses o f  v a r y i n g  s i z e  and 
q u a l i t y .  The Comite members s t a t e d  t o  t h e  au thors  t h a t  many o f  t h e  people who 
occupy these  se t t l emen ts  l i v e  i n  a b j e c t  pover ty .  I t takes  f i v e  hours  by f o o t  t o  
walk  f rom t h e  f u r t h e s t  se t t l emen t  t o  t h e  town. Walking i s  t h e  most corrlmon form 
o f  t r a n s p o r t  f o r  these  se t t l emen t  d w e l l e r s .  

The m a j o r i t y  o f  t h e  p o p u l a t i o n  o f  Marcabe l i  work i n  a g r i c u l t u r e .  A smal l  group 
a re  a r t i s a n s ,  1  aborers,  and employees. There i s  a  l o c a l  e l  i t e  c o n s i s t i n g  o f  t h e  
major  bus iness and l a n d  owners. One o f  t h e  most respec ted  l o c a l  personages 
es t imated  t h a t  f i v e  percen t  o f  t h e  p o p u l a t i o n  a re  gen te  que t i e n e  ( " t hose  t h a t  
have") .  Another 30 percen t  have enough income t o  l i v e  reasonably .  The l owes t  
60 percen t  a re  " ve r y  poor "  i n  t h i s  same person's view. 

A mun i c i pa l  document prepared i n  1990 es t imated  t h a t  t h e  average household income 
i n  Marcabel i i n c l u d i n g  t h e  sur round ing  se t t l emen ts  was 32,000 sucres a  month 
( M u n i c i p a l i d a d  de  Marcabe l i  1990). The document con ta i ns  no ment ion o f  how t h i s  
f i g u r e  was der i ved ,  so i t  must be cons idered w i t h  g r e a t  cau t i on .  Th i s  income 
l e v e l  i s  e q u i v a l e n t  t o  about 48,000 sucres o f  1991, o r  8,000 sucres pe r  month 
more t han  t h e  minimum wage. R e c a l l i n g  t h e  p rev ious  a n a l y s i s  o f  Solanda, t h e  
Government o f  Ecuador es t imates  t h a t  an income o f  2.8 t imes  t h e  minimum wage i s  
r e q u i r e d  t o  s u s t a i n  a  f a m i l y  o f  s i x  - t h e  es t imated  s i z e  o f  a  Marcabe l i  
household. I f  these  f i g u r e s  a re  c o r r e c t ,  t h e  Marcabel i household i s  w e l l  under 
t h e  pove r t y  l i n e .  

As w i t h  Solanda, income l e v e l s  a t  Marcabe l i  a re  p robab ly  under - repor ted .  They 
a re  perhaps l i k e l y  t o  be even more under - repor ted  a t  Marcabe l i  where such a  h i g h  
p r o p o r t i o n  o f  t h e  economica l l y  a c t i v e  popu la t i on  i s  i n v o l v e d  i n  a g r i c u l t u r e .  The 
a g r i c u l t u r a l  environment o f f e r s  t h e  p o t e n t i a l  o f  l o c a l  food  p roduc t ion ,  and 
commodit ies f o r  t r a d e  and b a r t e r  - a l l  o f  which would n o t  be counted by 
respondents as income. 

The au thors '  own observa t ions  o f  t h e  Marcabe l i  community s t r o n g l y  suppor t  t h e  
l o c a l  assessments o f  income l e v e l s .  A1 though t h e  community i s  growing 
economica l ly ,  i t  s t i l l  l a c k s  t e l ephon i c  communications w i t h  t h e  r e s t  o f  t h e  
coun t r y .  There i s  a  n o t i c e a b l e  l a c k  o f  v e h i c l e s  i n  Marcabe l i .  There i s  v i s i b l e  
p o v e r t y  on t h e  s t r e e t s ,  e s p e c i a l l y  i n  t h e  su r round ing  se t t l emen ts .  Water supply  
and e l e c t r i c i t y  a re  i r r e g u l a r .  There a re  no f i n a n c i a l  o r  bank ing i n s t i t u t i o n s  
i n  town o r  nearby.  The town and i t s  environment a re  dec ided l y  r u r a l .  F i n a l l y ,  
t h e  m u n i c i p a l i t y  i n  i t s  1990 assessment s t a t e d  t h a t  t h e  t h r e e  main causes o f  



morbidity are parasites, anemia, and skin disorders. These are generally not the 
main complaints found among high- or middle- income groups, or even lower income 
groups in urban areas. 

Taken together, the above impressions, observations, and facts  suggest that  the 
majority of the population served by the Marcabel i Health Center f a l l  under the 
poverty 1 ine, and are among the lowest income percentiles in the country. Given 
t h a t  78 percent of a l l  rural families in Ecuador are estimated to be living in 
poverty, th is  i s  a logical conclusion (World Bank 1990). 

Note on Health Needs a t  Marcabeli 

As a t  Solanda, the Marcabeli Health Center helped meet the community's basic 
health needs according to  scattered information on the types of cl ients  served 
in the laboratory. This conclusion i s  reached by examining the gender of cl ients  
served for the sampl e period, September-November 1991. Two-thirds (64 percent) 
of a l l  c l ients  were females. Furthermore, the laboratory operated a special 
discount program for school children which brought in large numbers for testing. 
The monthly records for 1989-91 show t h a t  during the peak volume months of April 
and May, up  t o  75 percent of cl ients  were school children being tested for 
parasites and blood type. Therefore, a large portion (probably half) of the 
remaining 36 percent of cl ients  were male children. Thus, more than 80 percent 
of laboratory cl ients  a t  Marcabeli were individuals in the target g roup  of women 
and children. 



8.0 CONCLUSIONS AND RECOMMENDATIONS 

The MAP-USAID approach i n  t h i s  p r o j e c t  was t o  t e s t  an a l t e r n a t i v e  h e a l t h  
f i n a n c i n g  mechanism by e s t a b l i s h i n g  and pay ing  f o r  two h e a l t h  cen te rs .  'The 
o b j e c t i v e  was t o  o b t a i n  f i n a n c i a l  s e l f - s u f f i c i e n c y  through se rv i ng  low-income 
groups. MAP developed and p a i d  f o r  t h e  i n f r a s t r u c t u r e ,  h i r e d  s t a f f ,  covered 
r e c u r r e n t  cos ts ,  and p rov ided  t e c h n i c a l  ass is tance .  The PVO a1 so hand1 ed 
r e l a t i o n s  w i t h  t h e  community and t r i e d  t o  f o s t e r  a  d e s i r e  i n  t h e  community t o  
assume respons i  b i l  i t y  f o r  t h e  h e a l t h  cen te rs .  Once es tab l  ished,  MAP attempted 
t o  s h i f t  t h e  c o s t s  o f  ope ra t i on  over  t o  t h e  h e a l t h  cen te rs  and t h e  communit ies, 
w i t h  v a r y i n g  degrees o f  success. 

By t h e  end o f  t h e  p r o j e c t  i n  1991, t h e  l a r g e s t  o f  t h e  two h e a l t h  cen te rs ,  
Solanda, was recove r i ng  about 30 percen t  o f  i t s  t o t a l  cos ts .  The Marcabel i  
Hea l t h  Center, a  more modest e f f o r t ,  was recouping 90 percen t  o f  i t s  cos ts .  The 
f i n a n c i a l  v i a b i l  i t y  o f  bo th  h e a l t h  cen te rs  was i n  ques t i on  by t h e  end o f  t h e  
p r o j e c t  . 

8.1 The Solanda Hea l t h  Center 

The performance o f  t h e  Solanda Hea l t h  Center s u f f e r e d  because p r i c e s  were s e t  t o o  
low t o  be f i n a n c i a l l y  sus ta inab le ,  t h e  medical  c l i n i c  and l a b o r a t o r y  were under- 
u t i l i z e d ,  s t a f f  was i n e f f i c i e n t l y  a l l oca ted ,  and nearby compe t i t i on  reduced 
demand. The p r o j e c t  des ign p robab ly  c o n t r i b u t e d  t o  these outcomes. Ach iev ing  
t h e  o b j e c t i v e s  o f  f i n a n c i a l  s e l f - s u f f i c i e n c y  r e q u i r e d  t h a t  t h e  h e a l t h  cen te rs  be 
operated us ing  b a s i c  business ope ra t i ng  p r i n c i p l e s ,  such as r e a l  i s t i c  p r i c i n g ,  
accura te  account ing o f  p r o f i t s  and losses,  ana lyz ing  f i n a n c i a l  impacts o f  
dec is ions ,  among o the rs .  The a c t i v i t y  was n o t  c a r r i e d  o u t  1  i ke a  business, b u t  
i n  f a c t  operated as a  h e a v i l y  subs id ized  PVO s e r v i c e  p r o v i d e r  w i t h  token fees.  
For example, no business s t r a t e g y  o r  p l a n  i s  found i n  any o f  t h e  p r o j e c t  
documents. L i t t l e  economic and f i n a n c i a l  a n a l y s i s  was c a r r i e d  o u t  t o  assess 
performance and make bus i  ness-1 i ke dec is ions .  The s t a f f  assigned t o  opera te  t h e  
h e a l t h  cen te r  d i d  n o t  have backgrounds o r  exper ience i n  t h e  bus iness o f  h e a l t h  
se rv i ces  . 
Community i n f l u e n c e s  f u r t h e r  pressured t h e  h e a l t h  cen te r  managers t o  make 
dec is ions ,  such as, n o t  t o  r a i s e  p r i ces ,  t h a t  seve re l y  l i m i t e d  improved f i n a n c i a l  
performance. Unan t i c i pa ted  l o c a l  compe t i t i on  appears t o  have h e l d  down demand 
even though p r i c e s  were ext remely  low a t  Solanda. A l l  o f  these f a c t o r s  a r e  
r e l a t e d  t o  t h e  s t r u c t u r e  c a l l e d  f o r  i n  t h e  p r o j e c t  design, and t h e  outcome o f  
minimal c o s t  recovery  a t  Solanda i s  c o n s i s t e n t  w i t h  t h a t  des ign.  

F i n a l l y ,  one o f  t h e  main o b j e c t i v e s  o f  t h e  p r o j e c t  was t o  serve low-income 
groups. A t  Sol anda, t h i s  was achieved by o f f e r i n g  a  1  arge subs idy t o  a l l  c l  i e n t s  
regard1 ess o f  income 1  eve1 . Th i s  b l  anket subs idy adverse ly  a f f e c t e d  f i n a n c i  a1 
performance and l i m i t e d  t h e  o p p o r t u n i t y  t o  t a r g e t  those i n  most need w i t h  
ass is tance .  A l l  persons a t  Solanda p a i d  t h e  same h e a v i l y  subs id ized  p r i c e s .  



8.2 The Marcabel f  Hea l t h  Center 

The Marcabel i  Hea l t h  Center was operated more l i k e  a  business. Therefore,  i t s  
performance i n  ach iev ing  f i n a n c i  a1 s e l f - s u f f i c i e n c y  was markedly b e t t e r  than  
Solanda's. P a r t  o f  Marcabe l i ' s  success de r i ved  f rom t h e  f a c t  t h a t  i t  d i d  n o t  
operate a  h i g h l y  subs id ized  medical c l i n i c .  For most o f  t h e  p r o j e c t ,  Marcabel i  
operated o n l y  a  l a b o r a t o r y  and a  smal l  pharmacy. 

MAP kept  subs id ies  low compared t o  Solanda. Thus, t h e  employees and community 
managers had a  s t r o n g  i n c e n t i v e  t o  be e f f i c i e n t  by keeping c o s t s  under c o n t r o l ,  
and expanding income p o t e n t i a l .  Laboratory  exams were marketed t o  t h e  community 
and even t o  nearby towns. Discounts were o f f e r e d  t o  schools f o r  b locks  o f  exams. 
'The pharmacy began t o  s tock  over - the-counter  drugs and personal ca re  products  i n  
an e f f o r t  t o  inc rease  sa les  volume. The community, through t h e  Marcabel i Comi te  
de Sa7ud, r a i s e d  funds t o  expand t h e  i nven to ry  i n  t h e  pharmacy. It a l s o  e n l i s t e d  
t h e  ass is tance  o f  t h e  mun ic ipa l  government f o r  t h e  purchase o f  a d d i t i o n a l  
1  abora to ry  equipment, and smal l  ope ra t i ng  subs id ies  f o r  t h e  1  aboratory .  

Because o f  t h e  way t h e  Marcabel i  Hea l th  Center p r o j e c t  was designed, t h e  
commr~nity had c o n t r o l  over  dec i s i ons  and f e l t  as i f  i t  had a  s take i n  t h e  
c e n t e r ' s  ope ra t i on  and success. It g e n e r a l l y  made t h e  r i g h t  business dec i s i ons .  
For  example, when t h e  h e a l t h  committee decided t o  r e c r u i t  a  phys i c i an  t o  o f f e r  
c o n s u l t a t i o n s  i n  t h e  h e a l t h  cen te r ,  i t  chose t h e  lowest  c o s t  and lowes t  r i s k  
arrangement poss ib le .  Because o f  Marcabel i t s  i ncen t i ves ,  and i t s  community base, 
there fo re ,  t h e  h e a l t h  cen te r  t h e r e  achieved near s e l f - s u f f i c i e n c y  i n  t he  f i n a l  
year  o f  t h e  p r o j e c t .  

8.3 Recomnendations 

It i s  n o t  t h e  purpose o f  t h i s  s tudy t o  suggest what should o r  cou ld  have been 
done t o  improve performance. However, lessons can be de r i ved  f rom t h e  MAP 
experience t h a t  w i l l  he lp  i n  t h e  des ign  o f  f u t u r e  p r o j e c t s  which have t h e  
o b j e c t i v e  o f  s t i m u l a t i n g  p r i v a t e ,  un-subsid ized h e a l t h  se rv i ces  f o r  low income 
groups. I n  add i t i on ,  these recornmendat ions  may be h e l p f u l  t o  t he  cornmuni t i e s  
which now have r e s p o n s i b i l i t y  f o r  managing t he  Solanda and Marcabel i  Hea l th  
Centers. 

8.3.1 Understand t h e  Market 

It i s  impor tan t  t o  know bas ic  i n fo rma t i on  about t h e  contemplated market f o r  
h e a l t h  se rv i ces  be fo re  i n v e s t i n g  i n  an i n f r a s t r u c t u r e  and commit t ing t o  r e c u r r e n t  
cos ts .  Th i s  i nc ludes  da ta  on t h e  s i z e  o f  t h e  popu la t i on  t o  be served, h e a l t h  
needs, income l e v e l s ,  and sub-groups w i t h i n  t h a t  popu la t i on  t o  be ta rge ted .  I n  
a d d i t i o n ,  i t  i s  e s s e n t i a l  t o  c o l l e c t  i n f o r m a t i o n  on where people are now 
o b t a i n i n g  h e a l t h  serv ices ,  what they  are pay ing f o r  h e a l t h  serv ices ,  and what 
se rv i ces  a re  ava i  1  ab le.  Th is  i n fo rma t i on  g r e a t l y  improves p r o j e c t  des ign by 
making i t  p o s s i b l e  t o  determine what groups should be t a r g e t e d  f o r  what k inds  o f  
serv ices ,  what a re  accepted p r i ces ,  and who can and cannot pay these p r i c e s  
before  s e r v i c e  packages and p r i c e s  a re  f i x e d .  



Surveys on demand and supply  o f  h e a l t h  se rv i ces  i n  Ecuador a r e  very  inexpensive 
t o  c a r r y  ou t ,  and should be r e q u i r e d  be fo re  l a r g e  amounts o f  funds a re  i nves ted  
:In h e a l t h  ca re  p r o v i s i o n .  Such a  survey i n  Solanda may have r e s u l t e d  i n  a  
d i f f e r e n t  p r i c i n g  s t r u c t u r e ,  o r  a  d i f f e r e n t  s e r v i c e  mix. It cou ld  a l s o  have 
a1 e r t e d  t h e  p r o j e c t  managers t o  poss ib l e  problems i n  compet i t i on .  For example, 
t h e r e  a re  severa l  o t h e r  1  abo ra to r i es  i n  Sol anda and ne ighbor ing  b a r r i o s  which 
charge s i m i l a r  p r i c e s  f o r  exams. A  f u l l  understanding o f  these competing 
f a c i l i t i e s  may have r e s u l t e d  i n  a  des ign d e c i s i o n  t o  have a l l  l a b o r a t o r y  t e s t s  
c a r r i e d  o u t  a t  a  nearby f a c i l i t y  through a  r e f e r r a l  arrangement. I n  t h i s  
h y p o t h e t i c a l  case, t h e  Sol anda Hea l t h  Center would have improved i t s  e f f i c i e n c y  
by e l i m i n a t i n g  a  money- losing p a r t  o f  t h e  ope ra t i on  w i t h  no d i m i n u t i o n  o f  
se rv i ces  t o  t h e  c l i e n t s .  

8.3.2 P r i c e  t h e  Serv ices  C o r r e c t l y  

Complete c o s t  recovery  w i l l  n o t  be successfu l  i f  t h e  se rv i ces  a re  p r i c e d  below 
t h e  cos t s  o f  p r o v i d i n g  t h e  serv ices ,  un less o f  course t h e r e  a re  h i g h l y  p r o f i t a b l e  
se rv i ces  i n  o t h e r  c o s t  cen te rs  t h a t  can subs id ize  u n p r o f i t a b l e  ones. I n  t h e  case 
o f  Solanda, t h e  f i x e d  charge f o r  a  c o n s u l t a t i o n  i n  t h e  medical  c l i n i c  was s e t  so 
low t h a t  s i g n i f i c a n t  c o s t  recovery  was imposs ib le .  I f  p r i c e s  had been r a i s e d  a t  
Solanda t o  cover  a l l  cos ts ,  t h e  p r i c e  o f  a  medical  c o n s u l t a t i o n  would have 
approximated p r i c e s  i n  t h e  1  ower end o f  t h e  1  ocal  p r i v a t e  market.  Given t h a t  t h e  
medical  c l i n i c  was underused i n  any case, charg ing  market p r i c e s  may have 
severe ly  reduced demand and jeopard ized  t h e  e n t i r e  ope ra t i on .  

The Sol anda Hea l t h  Center w i l l  s u r v i v e  i n  1992 because o f  t h e  1  arge M i n i s t r y  o f  
Pub1 i c  Hea l t h  subs idy ( i n  t h e  form o f  a  phys i c i an  and a  nurse) ob ta ined  i n  1991, 
and because r e n t  payments w i l l  n o t  be r e q u i r e d  f rom t h e  Fundacion Mariana de 
Jesus. As noted, when these subs id ies  a re  n o t  counted as r e a l  cos ts ,  t h e  l e v e l  
o f  cos t  recovery  r i s e s  d r a m a t i c a l l y .  Had t h e  Sol anda Hea l t h  Center charged 1,000 
sucres per  medical  c o n s u l t a t i o n  i n  1991 (equal t o  nearby PVO charges),  and had 
t h e  r e n t  been f o r g i v e n  as i t  i s  i n  1992, operat ing c o s t  recovery  would have r i s e n  
f rom 56 t o  87 percen t  assuming no d e c l i n e  i n  demand. A t  87 percen t  c o s t  
recovery,  improvements i n  t h e  e f f i c i e n c y  o f  t h e  c o s t  cen te rs  coupled w i t h  a  r i s e  
i n  p r o d u c t i v i t y  cou ld  make t h e  h e a l t h  cen te r  f i n a n c i a l l y  s e l f - s u s t a i n i n g  f o r  i t s  
day- to -day  opera t ions .  Th i s  r i s e  i n  p r i c e s  would n o t  so l ve  l onge r - t e rm  problems 
o f  e v e n t u a l l y  hav ing  t o  recover  more than ope ra t i ng  cos t s  i n  o rde r  t o  save o r  
borrow f o r  f u t u r e  c a p i t a l  expendi tures.  

8.3.3 Targe t  Subsid ies Through P r i c e  D i s c r i m i n a t i o n  

The p r i c e  s t r u c t u r e  a t  Solanda served a l l  c l  i e n t s  r ega rd less  o f  income. Surveys 
show t h e r e  i s  a  wide income d i s t r i b u t i o n  i n  Solanda. Ra i s i ng  t h e  p r i c e s  o f  
medical consul t a t  i ons  a t  Sol anda t o  achieve g r e a t e r  cos t  recovery  would have 
undoubtedly reduced demand by t h e  lowes t  income f a m i l i e s .  The p o t e n t i a l  adverse 
impact o f  h i ghe r  charges f o r  se rv i ces  cou ld  be a l l e v i a t e d  by charg ing  t h e  lowes t  
income f a m i l  i e s  a  lower  fee .  Th i s  would r e q u i r e  some form o f  means t e s t i n g  which 
i s  sometimes d i f f i c u l t  t o  adm in i s te r  e f f e c t i v e l y .  However, g i ven  t h a t  t h e  
Solanda Hea l t h  Center i s  n o t  f i n a n c i a l l y  v i a b l e  w i t h  i t s  1990/91 s t r u c t u r e  and 
o rgan i za t i on ,  means t e s t i n g  and a  segmented p r i c e  schedule would have been 
p o s s i b l y  t h e  o n l y  way t o  achieve p r o j e c t  o b j e c t i v e s .  



8.3.4 Use Comnon Business Management P r a c t i c e s  

I f  c o s t  r ecove ry  and t h e  p r o v i s i o n  o f  h e a l t h  se rv i ces  t o  l ow  income f a m i l  i e s  i s  
t h e  main o b j e c t i v e  o f  a  p r o j e c t ,  i t  i s  impe ra t i ve  t o  i n t r o d u c e  s o l i d  business 
p r a c t i c e s  i n t o  t h e  opera t ion .  One o f  t h e  main problems i n  a l l  o f  Solanda's c o s t  
cen te rs ,  and i n  t h e  Marcabe l i  l a b o r a t o r y  i s  t h e  i n t e r n a l  e f f i c i e n c y  o f  
opera t ions .  The h i g h  cos t s  o f  s e r v i c e  p r o v i s i o n  a lone would s i g n a l  managers t h a t  
t h e r e  may be i n e f f i c i e n c i e s  i n  t h e  system. However, t h e  u n i t  c o s t s  o f  se rv ices ,  
f o r  example, were n o t  t r acked  o r  even c a l c u l a t e d  a t  e i t h e r  s i t e .  It a1 so appears 
t h a t  t h e r e  was 1  i t t l e  ana l ys i s  o f  l a b o r  a l l o c a t i o n s  i n  r e l a t i o n  t o  h e a l t h  cen te r  
ou tpu ts  such as, c l i e n t  v i s i t s  o r  exams performed. Wi thout  b a s i c  f i n a n c i a l  and 
bus iness ana l ys i s ,  d e c i s i o n  makers had l i t t l e  i n f o rma t i on  w i t h  which t o  make 
dec is ions ,  o r  make p resen ta t i ons  t o  community leaders .  Under these 
circumstances, dec i s i ons  are based on i n t u i t i o n  and b e s t  es t imates  i ns tead  o f  
e a s i l y  a v a i l a b l e  hard  i n fo rma t i on .  I n  t h i s  k i n d  o f  p r o j e c t  exper iment,  i t  i s  
e s s e n t i a l  t o  s e t  up f i n a n c i a l  a n a l y s i s  systems i n  o rder  t o  g a i n  t h e  g r e a t e s t  
e f f i c i e n c y  i n  performance. 

Inc luded  i n  t h e  d e f i n i t i o n  o f  common business p r a c t i c e s  i s  hav ing a  business 
s t r a tegy .  F i n a n c i a l  a n a l y s i s  would have shown t h a t  c e r t a i n  c o s t  cen te rs  were n o t  
f u l l y  used. To improve e f f i c i e n c y  assoc ia ted  w i t h  n o t  ope ra t i ng  a t  f u l l  
capac i ty ,  a  business can lower  t h e  costs ,  f o r  example, c u t  back on hours o r  
inc rease  sa les .  The Marcabel i  Hea l t h  Conunittee recognized t h i s  t o  sonie degree 
and endeavored t o  widen t h e i r  markets f o r  bo th  t h e  l a b o r a t o r y  and t h e  pharmacy. 
Th i s  bus iness s t r a t e g y  was one o f  t h e  reason's f o r  Marcabe l i ' s  success. Solanda 
c o u l d  have b e n e f i t t e d  f rom a  program t o  expand demand f o r  se rv i ces  i n  some o f  t h e  
same ways t h a t  Marcabel i d i d .  

F i n a l l y ,  t e c h n i c a l  ass is tance  must i n c l u d e  s k i 1  1  s  such as bus iness management, 
account ing, and f i n a n c i a l  a n a l y s i s  so t h a t  employees and managers l e f t  behind 
a f t e r  t h e  p r o j e c t  ends have t h e  t o o l s  t o  assess performance and make sound 
dec i s i ons .  

8.3.5 Decent ra l  i ze Deci s i  on Making 

One o f  t h e  ma jo r  d i f f e r e n c e s  between Solanda and Marcabe l i  i s  how f i n a n c i a l  
dec i s i ons  were made. I n  Solanda, these dec i s i ons  were b a s i c a l l y  made by an 
o u t s i d e  group, w h i l e  i n  Marcabe l i  t hey  were made i n  c l o s e  c o l l a b o r a t i o n  w i t h  
employees and community leaders .  The Marcabel i  model seems t o  have been much 
more e f f e c t i v e  i n  engendering community support ,  deve lop ing  l o c a l  capac i ty ,  and 
f o s t e r i n g  sound f i n a n c i a l  dec i s i ons .  One main r e s u l t  o f  t h i s  approach i s  
r e f l e c t e d  i n  t h e  h i g h e r  l e v e l s  o f  c o s t  recovery  f o r  t h e  l a b o r a t o r y  and pharmacy 
a t  Marcabel i than  a t  Sol anda. 

8.3.6 Simp1 i fy Re1 a t i o n s  w i t h  Comnuni ty 

Complex and sometimes con ten t i ous  r e 1  a t i  ons w i t h  t h e  community h indered t h e  
achievement of s u s t a i n a b i l i t y  a t  Solanda. Large amounts o f  f i n a n c i a l  and human 
resources were i nves ted  i n  community a c t i v i t i e s  and r e l a t i o n s  t o  make sure t h a t  
a l l  p a r t i e s  supported t h e  h e a l t h  cen te r  and agreed on how i t  would be operated. 
Because so many p a r t i e s  were invo lved,  some key dec i s i ons  became p o l  i t i c a l  r a t h e r  
than f i n a n c i a l  issues,  such as t h e  p r i c e  o f  se rv i ces .  As a  r e s u l t ,  c o s t  recovery  



performance su f fe red .  A1 though community suppor t  i s  he1 p f u l  , i t  can consume huge 
amounts o f  f r o n t - e n d  resources, and can s tymie good d e c i s i o n  making. Again, 
Marcabel i c o n t r a s t s  t o  Solanda i n  t h i s  regard.  

8.3.7 Tes t  D i f f e r e n t  Hea l t h  F inancing A1 t e r n a t i v e s  Simul taneously  

The MAP-USAID p r o j e c t  t e s t e d  one v a r i a t i o n  o f  numerous poss ib le  c o n f i g u r a t i o n s  
f o r  t h e  p r o v i s i o n  o f  s e l f - s u f f i c i e n t  h e a l t h  se rv i ces  t o  low income f a m i l i e s .  The 
p r o j e c t  took  s i x -and -a -ha l f  years,  and r e s u l t e d  i n  a  s e r i e s  o f  lessons learned.  
The Sol anda Hea l th  Center probably  does no t  p rov ide  a  r e p l  i c a b l  e  model, w h i l e  t h e  
Marcabel i  case p o s s i b l y  cou ld  be t r a n s f e r r e d  elsewhere. Even though o n l y  a  
f r a c t i o n  o f  p r o j e c t  resources went t o  t h e  two h e a l t h  cen te rs ,  t he  p r o j e c t  
i ncu r red  enormous re1  a t  i ve cos ts  on home o f f  i c e  s t a f f ,  s t a r t  -up expendi tures,  
s i t e  s e l e c t i o n ,  and community r e l a t i o n s .  For t h i s  reason alone, t h e  p r o j e c t  i s  
n o t  r e p l  i cab1 e. 

The o b j e c t i v e  o f  t h e  p r o j e c t ,  however, i s  even more wor thy o f  p u r s u i t  than i t  was 
i n  1984 when MAP submi t ted i t s  o r i g i n a l  proposal . Given t h e  r e a l i t y  o f  s h r i n k i n g  
pub1 i c  sec to r  resources and dec l  i n i n g  se rv i ce  qua1 i t y  i n  t h e  M i n i s t r y  o f  Pub1 i c  
Hea l th  and Soc ia l  S e c u r i t y  I n s t i t u t e ,  m i l l i o n s  o f  Ecuadorians o f  a l l  income 
groups w i l l  seek h e a l t h  serv ices  i n  t h e  p r i v a t e  sec to r .  The m a j o r i t y  o f  
Ecuadorians probably  a l ready o b t a i n  t h e i r  o u t - p a t i e n t  care  f rom p r i v a t e  sources. 
Expanding op t i ons  f o r  h i g h  q u a l i t y  serv ices  f o r  low income f a m i l i e s  i n  t h e  
p r i v a t e  sec to r  can make an i nva luab le  c o n t r i b u t i o n  t o  t h e  count ry 's  development, 
w h i l e  a t  t h e  same t ime  take  pressure o f f  a l ready overburdened p u b l i c  sec to r  
p rov ide rs .  

The most e f f i c i e n t  way t o  expand op t ions  f o r  p r i v a t e  h e a l t h  ca re  would be t o  t e s t  
a1 t e r n a t e  f i n a n c i n g  and se rv i ce  p r o v i s i o n  approaches sirnu7 taneously,  and more 
r i g o r o u s l y ,  and i n  a shorter  per iod o f  t ime.  The MAP-USAID experience suggests 
some a d d i t i o n a l  approaches f o r  t e s t i n g  t h a t  cou ld  b u i l d  on t he  lessons learned 
f rom t h i s  p r o j e c t .  

8.4 A d d i t i o n a l  Approaches f o r  Tes t i ng  

Cont rac t  Arrangements w i t h  P r i v a t e  Prov iders .  I n  t h e  Solanda and 
Marcabel i  experiments, MAP shouldered v i r t u a l l y  a l l  t he  cos t s  o f  s t a r t - u p  
and i n i t i a l  opera t ions .  I n  Solanda, MAP a l s o  p a i d  f o r  t h e  b u l k  o f  
r e c u r r i n g  cos t s  du r i ng  opera t ions .  I n  a h e a v i l y  subs id ized  ope ra t i on  such 
as Solanda, t h e r e  was 1  i m i t e d  i n c e n t i v e  by employees o r  t h e  community t o  
achieve maxlmum e f f i c i e n c y .  An a1 t e r n a t  i ve approach would be t o  es tab l  i sh 
a  j o i n t  venture w i t h  p r i v a t e  groups t o  p rov ide  q u a l i t y  se rv i ces  a t  
reasonable p r i c e s .  I n i t i a l  investments cou ld  be f r o n t e d  by t h e  donor, bu t  
t h e  ope ra t i ng  r i s k s  would be shared w i t h  p r i v a t e  p rov ide rs  who would o f f e r  
d iscounts .  I n  a  sense, t h i s  approach was taken by t h e  Marcabel i  Comite 
when i t  o f f e r e d  i t s  space and c l i e n t s  t o  a p r i v a t e  phys i c i an  who agreed t o  
p rov ide  c o n s u l t a t i o n s  a t  a f f o r d a b l e  r a t e s .  Th is  approach in t roduced 
i n c e n t i v e s  f o r  e f f i c i e n c y  and cos t  containment, and i t  cos t  t h e  Marcabel i  
Hea l t h  Center almost no th ing .  



a Invest  Only i n  Start -up Costs 

I n  severa l  L a t i n  American coun t r i es ,  t h e  "Doc-in-the-Box" approach has 
been very  e f f e c t i v e .  I n  t h i s  approach, phys ic ians  are p rov ided  w i t h  t h e  
i n i t i a l  investment  t o  open p r a c t i c e s  among low-income popu la t ions .  They 
assume t o t a l  responsi  b i l  i t y  t h e r e a f t e r ,  and must adhere t o  c e r t a i n  s e r v i c e  
p r a c t i c e s ,  f o r  example, lower  p r i c e s  f o r  t h e  poor. Th is  experiment i s  
be ing  t e s t e d  i n  Ecuador and should be thorough ly  s tud ied .  

Gain Comnunity Support Through Good Services 

The community may be as convinced o f  t h e  va lue  o f  h i g h  qua1 i t y ,  
inexpensive h e a l t h  serv ices  through exper ienc ing  such serv ices ,  r a t h e r  
than  th rough network ing and community educat ion. Th i s  approach 
hypothes izes t h a t  i t  i s  wor th t e s t i n g  f e e - f o r - s e r v i c e  h e a l t h  care  w i t h o u t  
i n v e s t i n g  1  arge resources i n t o  community re1  a t i ons .  

a Provide Technical Assistance t o  Ex is t ing  Pr ivate  Services 

The p r i v a t e  sec to r  a l ready  p rov ides  h e a l t h  serv ices  t o  l a r g e  p ropo r t i ons  
o f  people i n  Ecuador, e s p e c i a l l y  f o r  o u t p a t i e n t  care. I t  may be more 
c o s t - e f f e c t i v e  and e f f i c i e n t  t o  work d i r e c t l y  t o  improve o r  expand 
e x i s t i n g  p r i v a t e  h e a l t h  care systems t o  meet t h e  needs o f  low-income 
groups. There i s  enormous p o t e n t i a l  f o r  p r i v a t e  expansion i n  Ecuador as 
i n d i c a t e d  i n  p rev ious  r e p o r t s  prepared by t h e  HFS P r o j e c t .  

a Subsidize Poor Fami 1 i e s  D i r e c t l y  t o  Use Exis t ing  or  Emerging Pr iva te  
Services 

The f i n a n c i a l  ana l ys i s  f rom Solanda show cos ts  f o r  se rv i ces  which a re  a t  
l e a s t  equal t o  equ i va len t  p r i v a t e  p r i c e s .  I n  essence, t h e  MAP-USAID 
p r o j e c t  c rea ted  a  p r o v i d e r  which d e l i v e r e d  se rv i ces  a t  t h e  same cos t  as 
e x i s t i n g  p r i v a t e  p rov ide rs .  Some o f  these se rv i ces  reached l ow  income 
f a m i l i e s  and some reached f a m i l i e s  w i t h  h i g h e r  incomes. The a d d i t i o n  o f  
l a r g e  s t a r t - u p  cos ts  and t e c h n i c a l  ass is tance cos t s  would have r a i s e d  t h e  
r e a l  cos t s  f a r  above e x i s t i n g  p r i v a t e  cos ts .  

A  p o s s i b l e  a l t e r n a t i v e  would be t o  d i r e c t l y  subs id ize  t h e  lowes t  income 
f a m i l i e s  through vouchers good i n  p r i v a t e  c l i n i c s  which would reduce t h e  
p r i c e  o f  p r i v a t e  se rv i ces  t o  a f f o r d a b l e  l e v e l s .  Solanda's medical  c l  i n i c  
d e f i c i t  i s  est imated a t  8.3 m i l l  i o n  c u r r e n t  sucres i n  1991. Th i s  amount 
was subs id ized  by MAP and t h e  M i n i s t r y  o f  Pub1 i c  Heal th .  Assuming t h a t  25 
percen t  o f  Solanda's c l i e n t s  a re  i n  t h e  lowes t  income t a r g e t  group, t h e  
c o s t  o f  s u b s i d i z i n g  these f a m i l i e s  would be approx imate ly  1.25 m i l l i o n  
sucres per  year  p l u s  a d ~ i i i n i s t r a t i v e  cos t s  est imated a t  no more than  1.0 
m i l l i o n  sucres. Under t h i s  approach, t h e  annual cos t s  t o  those 
s u b s i d i z i n g  t h e  ope ra t i on  would fa1 1 by 75 percent .  The amount o f  subsidy 
would be l e s s  than c u r r e n t l y  p rov ided  by t h e  M i n i s t r y  o f  P u b l i c  Heal th .  
Th i s  approach cou ld  a1 so s t i m u l a t e  p r i v a t e  p rov ide rs  and p0ss.i b l y  lower  
p r i v a t e  p r i ces .  



HAP Eva1 u a t i  on 

TECHNICAL NOTES 



1.0 Account ing System a t  MAP 

MAP has used t h r e e  d i f f e r e n t  account ing systems d u r i n g  t h e  l i f e  o f  t h e  p r o j e c t .  
The f i r s t  system was used from p r o j e c t  i n c e p t i o n  i n  1985 u n t i l  1988. Another 
system was used f o r  1988 through 1990, w h i l e  t h e  c u r r e n t  system i s  be ing employed 
f o r  1991 - t h e  f i n a l  year  o f  t h e  p r o j e c t .  A1 1  t h r e e  systems c o n t a i n  a  genera l  
ledger ,  month ly  income and expend i tu re  statements, and monthly balance sheets.  
The t h r e e  systems d i f f e r  ma in ly  i n  t h e  amount o f  d e t a i l  t h a t  t hey  p rov ide ,  t h e  
ca tego r i es  o f  expendi tures f rom year  t o  year,  and by source o f  funds and 
account ing l o c a t i o n .  

Dur ing  t h e  f i r s t  years  o f  t h e  p r o j e c t ,  t h e  m a j o r i t y  o f  funds cons i s ted  o f  d i r e c t  
do1 1  a r  t r a n s f e r s  f rom A. I .D. By 1988, t h e  d o l l a r  funds had been 1  a r g e l y  expended 
and t h e  main source o f  funds became t h e  l o c a l  currency account admin is te red  by 
t h e  M i n i s t r y  o f  Finance. Therefore,  f o r  t h e  p e r i o d  1988 through 1990, MAP 
d i v i d e d  t h e  account ing system by fund ing  source. Regarding t h e  l e v e l  o f  d e t a i l ,  
t h e  l a t e r  years  a re  much more comprehensive i n  t h e  number o f  sub-account 
ca tego r i es ,  and a l s o  p rov ide  more i n f o r m a t i o n  through more d e t a i l e d  l i n e  i t e m  
l a b e l i n g .  Therefore,  t h e  improvement i n  t h e  p r o j e c t  account ing system by 1991 
makes t h e  a l l o c a t i o n  o f  expendi tures by c o s t  cen te r  f e a s i b l e  f o r  t h e  f i n a l  two 
years  o f  t h e  p r o j e c t .  

None o f  t h e  MAP systems separate accounts by c o s t  cen te r .  I n  o rde r  t o  o b t a i n  
expend i tu res  by c o s t  cen te r ,  i t  was necessary t o  d isaggregate sub-accounts i n  t h e  
genera l  l edge r  and ass ign them t o  c o s t  cen te rs .  T h i s  i n v o l v e d  rev iew ing  and 
a1 l o c a t i n g  hundreds o f  genera l  l edge r  e n t r i e s .  For many of  these e n t r i e s ,  t h e  
r e c i p i e n t  c o s t  cen te r  was n o t  obvious, making i t  necessary t o  r ev i ew  numerous 
e n t r i e s  w i t h  MAP s t a f f  who had f i r s t h a n d  knowledge o f  expendi tures.  An example 
o f  t h i s  problem would be an e n t r y  under t h e  sub-account e n t i t l e d  "Human 
Resources" w i t h  t h e  n o t a t i o n  o f  "Sistema Salud Solanda/Reimb." T h i s  e n t r y  would 
have t o  be checked aga ins t  t h e  accounts o f  t h e  Solanda Hea l t h  Center t o  determine 
i f  c o s t  cen te r  a l l o c a t i o n  was p o s s i b l e  through t h e i r  records,  and i f  no t ,  MAP 
s t a f f  i n  Q u i t o  w i t h  d i r e c t  knowledge would be consul ted.  I f  comparing aga ins t  
o the r  accounts o r  check ing w i t h  MAP s t a f f  produced t h e  i n f o r m a t i o n  t h a t  t h e  
expend i tu re  was f o r ,  say, equipment, then t h e  i n v e n t o r y  l i s t  would be checked, 
and t h e  expend i tu re  a l l o c a t e d  t o  i t s  p roper  cos t  cen te r .  

S i m i l a r l y ,  va r i ous  genera l  l edge r  e n t r i e s  a re  s imp ly  aggregates o f  severa l  
expendi tures.  For c o n t r a c t  l abo r ,  i t  was necessary t o  rev iew a l l  vouchers 
submi t ted by t h e  temporary agencies and r e c o n s t r u c t  1  abor charges. F i n a l  l y ,  f o r  
t h e  years be fo re  1991 some ca tego r i es  o f  charges, such as d i r e c t  h i r e  l a b o r  and 
c o n t r a c t  l abo r ,  a re  spread among severa l  sub-accounts i n  t h e  MAP account ing 
system. For example, i n  t h e  1990 accounts, d i r e c t  h i r e  1  abor charges appear i n  
t h r e e  sub-accounts - sa la ry ,  b e n e f i t s ,  and human resources (where h e a l t h  
insurance charges a re  found).  



2.0 D o l l a r  and Sucre Accounts and Exchange Rates 

For t h e  purposes o f  A . I . D .  requirements,  MAP keeps most o f  i t s  accounts i n  
d o l l a r s  even though n e a r l y  a l l  t h e  funds rece ived  i n  t h e  pas t  two years a re  
Ecuadorian sucres. Because t h i s  s tudy i s  aimed a t  Ecuadorians, a1 1 t a b l e s  and 
a n a l y s i s  a re  c a r r i e d  o u t  i n  sucres. Th is  r e q u i r e d  u s i n g  MAP voucher records  t o  
conver t  a l l  MAP f i g u r e s  f rom d o l l a r s  t o  sucres a t  t h e  same monthly r a t e  t h a t  t hey  
were o r i g i n a l l y  conver ted t o  d o l l a r s .  MAP uses an A.I.D. exchange 
r a t e  t h a t  i s  s l i g h t l y  lower  than  t h e  open market r a t e .  

The convers ion r a t e s  used f o r  1990 and 1991 are:  

Note E x h i b i t  1 

Ecuadorian Exchange Rates (Sucres = $1.00) 

1990 1991 

January 581 858 

February 662 858 

March 692 902 

A p r i  1 692 977 

May 692 977 
June 778 977 

J u l y  79 1 977 

August 79 1 1108 

September 846 1108 

October 858 1108 

November 858 1108 

December 858 1108 

Source: MAP International. 1991. December exchange rate is provisional. 



3.0 Assignment o f  Unal located Costs a t  HAP 

C e r t a i n  c o s t  c a t e g o r i e s  ma in ta ined  by t h e  MAP c e n t r a l  o f f i c e  a re  u n a l l o c a t e d  by 
c o s t  c e n t e r  o r  by h e a l t h  cen te r ,  and cou ld  n o t  be t r a c e d  as i n  t h e  above cases. 
There fo re ,  i t  was necessary t o  es t ima te  t h e  p r o p o r t i o n s  o f  each c o s t  ca tegory  
t h a t  a re  a l l o c a t e d  t o  1. t h e  h e a l t h  cen te r ,  and 2. t h e  c o s t  c e n t e r  w i t h i n  t h e  
h e a l t h  cen te r .  

MAP suppor t  t o  t h e  p r o j e c t  t ook  t h e  form o f  d i r e c t  payments t o  s t a f f  work ing i n  
t h e  Hea l t h  Centers,  t h e  p r o v i s i o n  o f  equipment, t r a i n i n g ,  suppl i e s ,  veh i c l es ,  and 
cash subs id i es .  MAP a l s o  had i t s  own s t a f f  s t a t i o n e d  near  t h e  h e a l t h  cen te r s  and 
i n  t h e  home o f f i c e  i n  Q u i t o .  These s t a f f  spent v a r y i n g  amounts o f  t i m e  work ing 
on t h e  a c t i v i t i e s  o f  t h e  d i f f e r e n t  c o s t  cen te rs .  These i n d i v i d u a l s  i nc l uded  on- 
s i t e  coo rd i na to r s ,  f i e l d  f a c i l i t a t o r s  and communicators. I n  t h e  honie o f f i c e ,  
s t a f f  i n c l uded  t h e  P r o j e c t  D i r e c t o r ,  t h e  Accountant, and overhead suppor t  such 
as s e c r e t a r i  a1 se r v i ces .  

MAP s t a f f  i n  t h e  f i e l d  suppo r t i ng  t h e  h e a l t h  cen te r s  a l s o  had t h e i r  own equipment 
and supp l i es ,  and ma in ta ined  o f f i c e s  t o  adm in i s t e r  a l l  o r  p a r t  o f  p r o j e c t  
a c t i v i t i e s .  MAP s t a f f  i n  t h e  home o f f i c e  i n  Q u i t o  a l s o  had t h e i r  own equipment, 
supp l i es ,  o f f i c e s ,  and a d m i n i s t r a t i v e  apparatus.  I n  a d d i t i o n ,  MAP s t a f f  i n  Q u i t o  
t r a v e l  1  ed f r e q u e n t l y  t o  t h e  h e a l t h  c e n t e r  s i t e s  t o  oversee a c t i v i t i e s ,  p r o v i d e  
t e c h n i c a l  ass is tance ,  and c a r r y  o u t  community a c t i v i t i e s .  

To o b t a i n  accura te  f i g u r e s  on a l l  p r o j e c t s  cos ts ,  i t  was e s s e n t i a l  t o  
d i  saggregate t h e  cons ide rab le  u n a l l  ocated MAP c o s t s  accord ing  t o  c o s t  cen te r s  i n  
a  manner s i m i l a r  t o  t h a t  c a r r i e d  o u t  w i t h  t h e  Sol anda and Marcabel i accounts.  
T h i s  e x e r c i s e  was r e q u i r e d  n o t  o n l y  f o r  MAP f i e l d  cos t s  b u t  f o r  home o f f i c e  cos t s  
as we1 1  . The researchers  d i  saggregated t h e  p r i n c i p a l  una l  1  ocated cos t s  
c a t e g o r i e s  accord ing  t o  t h e  f o l l  owing formulas.  Again, t h e  fo rmu las  a r e  based 
upon d i r e c t  measurement, d i r e c t  obse rva t i on  by t h e  research  team, o r  upon t h e  
adv ice  o f  MAP s t a f f  w i t h  i n t i m a t e  knowledge o f  t h e  p r o j e c t  a c t i v i t i e s  and 
personnel .  

3.1. Direct  Hire  Labor 

MAP f i e l d  s t a f f  a l l o c a t e d  t h e  g r e a t  m a j o r i t y  o f  t h e i r  l a b o r  t o  community 
educa t ion  a c t i v i t i e s .  Lesser p o r t i o n s  were a l l o c a t e d  t o  t h e  es tab l i shment  and 
o p e r a t i o n  o f  t h e  1  abo ra to r i es ,  pharmacies and c l  i n i c s .  D i r e c t  h i  r e  MAP s t a f f  
r a r e l y ,  i f  ever ,  worked "on t h e  l i n e "  i n  l a b o r a t o r y ,  pharmacy o r  medical  c l i n i c  
ope ra t i ons .  Rather,  t h e y  a s s i s t e d  as needed i n  p lann ing ,  t r a i n i n g ,  
a d m i n i s t r a t i o n ,  and l i a i s o n  w i t h  t h e  community. MAP d i d  n o t  ma in ta i n ,  no r  would 
t hey  be expected t o  ma in ta i n ,  d e t a i l e d  r eco rds  o f  how t h e i r  s t a f f  d i v i d e d  t h e i r  
l a b o r  among t h e  f o u r  c o s t  cen te r s  t h a t  made up t h e  p r o j e c t .  Therefore,  t h e  
au thors  developed p r o p o r t i o n a l  a l l o c a t i o n s  o f  f i e l d  s t a f f  t i m e  i n  consul  t a t i o n  
w i t h  p r o j e c t  management and s t a f f .  MAP s t a f f  and managers e s t i m a t e  t h a t  10% o f  
t h e i r  o v e r a l l  p r o j e c t  e f f o r t  was spent on h e a l t h  s e r v i c e  p r o v i s i o n  a c t i v i t i e s ,  
t h a t  i s ,  l a b o r a t o r y ,  pharmacy o r  medical  c l i n i c  a t  t h e  two s i t e s .  Community 
educa t ion  a c t i v i t i e s  accounted f o r  t h e  o t h e r  90%. T h i s  i n c l u d e s  s t a f f  i n  t h e  
f i e l d  and s t a f f  i n  t h e  Q u i t o  home o f f i c e .  A  r ev i ew  o f  t h e  v a r i o u s  accounts, 
expend i tu re  ca tego r i es ,  j o b  d e s c r i p t i o n s ,  and d i r e c t  obse rva t i on  suppor t  t h i s  
es t imate .  



The sp l  i t  i n  l e v e l  o f  e f f o r t  between Solanda and Marcabel i i s  es t imated  a t  seven 
percen t  f o r  Solanda and t h r e e  percen t  f o r  Marcabel i .  T h i s  i s  because Solanda 
s imp ly  r ece i ved  more human and f i n a n c i a l  suppor t  than  Marcabel i. Again, a  rev iew 
o f  p r o j e c t  documentation suppor ts  t h i s  s p l i t .  Among t h e  c o s t  cen te rs  a t  each 
h e a l t h  cen te r ,  MAP d i r e c t  h i r e  l e v e l  o f  e f f o r t  was d i v i d e d  e q u a l l y .  Therefore,  
f o r  MAP d i r e c t  h i r e  s t a f f ,  t h e i r  a l l o c a t i o n s  a re  as f o l l o w s  f o r  each h e a l t h  
cen te r :  Sol anda, 1  abora to ry  (2.33%), pharmacy (2.33%), medical  c l  i n i c  (2.33%) ; 
Marcabe l i ,  l a b o r a t o r y  (1.5%), pharmacy (1.5%). 

3.2. Con t rac t  Labor 

Besides d i r e c t  h i r e  f i e l d  s t a f f ,  MAP a l s o  con t rac ted  f o r  t h e  se rv i ces  o f  s t a f f  
t o  serve d i r e c t l y  'In h e a l t h  cen te r  opera t ions .  These were l i n e  workers who 
i nc l uded  adm in i s t r a to r s ,  phys ic ians ,  nurses, l a b o r a t o r y  t e c h n i c i a n s  and pharmacy 
sa les  persons. MAP con t rac ted  these i n d i v i d u a l s  through temporary employment 
agencies i n  va r i ous  c o n f i g u r a t i o n s  and f o r  va ry i ng  t ime  pe r i ods  over  t h e  1  i f e  o f  
t h e  p r o j e c t .  I n  a d d i t i o n ,  t h i s  c o s t  ca tegory  a l s o  i nc l uded  sho r t - t e rm  
consu l t an t s ,  and o t h e r  smal l  misce l laneous expend i tu res  r e 1  ated t o  f i e l d  
a c t i v i t i e s .  These cos t s  appear i n  t h e  genera l  l edge rs  as a  s i n g l e  e n t r y  f o r  
c o n t r a c t  l a b o r .  To d isaggregate these l a b o r  cos ts ,  t h e  au thors  examined a l l  
month ly  b i l l  s  submi t ted  by t h e  temporary employment agency f o r  1990 and 1991. 
Th i s  e x e r c i s e  p rov ided  t h e  name o f  t h e  worker and t h e  amount o f  l a b o r  charge. 
The au thors  then  determined t h e  c o s t  c e n t e r ( s )  i n  which t h e  worker was employed, 
and assigned t h e  expend i tu re  t o  t h e  l a b o r  ca tegory  i n  t h a t  c o s t  cen te r .  Shor t -  
term consu l t an t s  and m i  s c e l l  aneous expendi tures n o t  s p e c i f i c a l l y  i d e n t i f i e d  were 
assigned p r o p o r t i o n a l l y  as i n  " D i r e c t  H i r e  Labor" above. 

3.3. T rave l  and T r a n s p o r t a t i o n  

MAP d i r e c t  h i r e  s t a f f  were t h e  p r i n c i p a l  b e n e f i c i a r i e s  o f  t r a v e l  and 
t r a n s p o r t a t i o n  expendi tures.  It was n o t  p o s s i b l e  f rom t h e  accounts t o  determine 
which h e a l t h  cen te rs  and which c o s t  cen te rs  were r e c i p i e n t s  o f  t h e  expendi tures.  
For example, i n  1990 t h e r e  are 113 e n t r i e s  under t h e  t r a v e l  and t r a n s p o r t a t i o n  
ca tegory  many o f  which s imp ly  no te  " t r a v e l  reimbursement," o r  " t r a v e l  advance." 

These c o s t s  have been a l l o c a t e d  accord ing t o  es t imates  d e r i v e d  f rom MAP s t a f f  
and management as above. Again, t h e  m a j o r i t y  o f  these  c o s t s  a re  a l l o c a t e d  t o  
community educa t ion  a c t i v i t i e s  s i nce  t h i s  was t h e  main t a s k  o f  most d i r e c t  h i r e  
MAP s t a f f .  Accord ing ly ,  these  cos t s  a re  a1 l o c a t e d  i n  t h e  f o l l o w i n g  manner f o r  
each h e a l t h  cen te r :  Solanda, l a b o r a t o r y  (2.33 percen t ) ,  pharmacy (2.33 percen t ) ,  
medical  c l i n i c  (2.33 percen t ) ;  Marcabel i ,  l a b o r a t o r y  (1.5 pe rcen t ) ,  pharmacy 
(1.5 percen t ) .  

Veh ic les :  The p r o j e c t  purchased t h r e e  veh i c l es .  One i s  used and 
ma in ta ined  by Q u i t o  home o f f i c e  s t a f f ,  w h i l e  t h e  o t h e r  two a re  used by 
f i e l d  s t a f f  i n  Marcabel i and Solanda. The p r imary  use o f  these  v e h i c l e s  
i s  f o r  MAP s t a f f  which means t h a t  t hey  a re  p r i n c i p a l l y  used f o r  community 
educa t ion  a c t i v i t i e s .  However, t h e  two f i e l  d  v e h i c l e s  per fo rm v a l  uabl  e  
t r a n s p o r t  se rv i ces  f o r  t h e  va r i ous  c o s t  cen te rs .  Not o n l y  do t hey  move 
s t a f f  around, f o r  example, take  t h e  Marcabel i accountant t o  t h e  bank i n  
Machala 90 minutes away, b u t  t hey  a re  used t o  p i c k  up o r  move equipment 
and c o l l e c t  c e r t a i n  supp l ies .  It i s  es t imated  t h a t  10% o f  t h e  t o t a l  c o s t  
o f  MAP v e h i c l e s  i s  used e q u a l l y  by each c o s t  cen te r  i n  t h e  two l o c a t i o n s .  



T h i s  amount would undoubtedly cover  t h e  cos t s  o f  pub1 i c  t r a n s p o r t a t  i o n  
should t h e  MAP veh i c l es  become unava i l ab le  t o  t h e  h e a l t h  cen te rs .  For 
1991, v e h i c l e  cos t s  a re  amort ized e q u a l l y  across t h e  year .  

3.4. Supp l ies  and O f f i c e  Expenses 

Where i t  was p o s s i b l e  t o  i d e n t i f y  t h e  l o c a t i o n  and c o s t  cen te r  o f  an expendi ture,  
t h e  c o s t  was a l l o c a t e d  t o  t h e  proper  cos t  cen te r .  For  example, w i t h i n  t h i s  
ca tegory  i n  t h e  1990 genera l  l edge r  i s  a  subs idy t o  t h e  Solanda Hea l t h  Center 
which i s  noted i n  t h e  a n a l y s i s  as a  subs idy expense f o r  MAP and donated income 
f o r  Solanda. For t h e  remainder o f  t h e  expenses, t h e  authors  de r i ved  es t imates  
through an a n a l y s i s  o f  t h e  expendi tures and consul  t a t i o n  w i t h  MAP s t a f f ,  and used 
t h e  percentages as i n  " d i r e c t  h i r e  l a b o r "  above. 

3.5. I n d i r e c t  Costs 

Since 1988, MAP'S i n d i r e c t  r a t e s  have v a r i e d  between 10 percen t  and 13 percent .  
These a re  appor t ioned  accord ing t o  t h e  same formula as d i r e c t  h i r e  MAP l abo r :  
Sol anda, l a b o r a t o r y  (2.33%), pharmacy (2.33%), medical  c l  i n i c  (2.33%) ; 
Marcabel i ,  l a b o r a t o r y  (1.5%), pharmacy (1.5%). 

3.6. C a p i t a l  Expendi tures 

Many o f  these a re  i d e n t i f i e d  i n  t h e  MAP account ing systems, and o the rs  a re  
i d e n t i f i e d  i n  t h e  h e a l t h  cen te r  i n v e n t o r i e s .  'Those which have n o t  been 
i d e n t i f i e d  have been appor t ioned accord ing t o  t he  same formula as " d i r e c t  h i r e  
1 abor" above. U n i d e n t i f i e d  a1 l o c a t i o n s  o f  c a p i t a l  expend i tu re  have been 
deprec ia ted  on a  s t r a i g h t  l i n e  bas is .  Dep rec ia t i on  i s  f u r t h e r  d iscussed i n  
another  t e c h n i c a l  no te .  (See 6.0 Dep rec ia t i on ) .  

3.7. Rent 

MAP d i r e c t l y  pays r e n t  t o  t h e  Fundacion Mariana de Jesus f o r  t h e  use o f  t h e  
b u i l d i n g  housing t h e  Solanda Hea l t h  Center.  These expenses a re  p a i d  t o  t h e  
Fundacion i n  two o r  t h r e e  payments each year .  For example, t h e  r e n t  payments f o r  
1991 were a1 1  made between October and December. The r e n t  f o r  1990 was 1,536,000 
sucres w h i l e  t h e  r e n t  f o r  1991 dropped t o  1,000,000. The c u r r e n t  annual cos t s  
were d i v i d e d  by 12 and t h e  amounts entered as month ly  r e n t .  

3.8. Other H isce l laneous  Costs 

These i n c l u d e  such i tems as aud i t s ,  l e g a l  consu l t a t i ons ,  and con t ingenc ies .  They 
have been appor t ioned  as i n  " d i r e c t  h i r e  l a b o r "  above. 

3.9. H i  sce l  1  aneous Subsi d i e s  

MAP prov ided  d i r e c t  subs id ies  t o  t he  two h e a l t h  cen te rs  t o  suppor t  s e r v i c e  
p r o v i s i o n .  These a re  p e r i o d i c  t r a n s f e r s  which a re  used t o  meet needs i n  t h e  
1  aboratory ,  pharmacy and medical  c l  i n i c s .  No records  were kep t  on t h e  exac t  
na tu re  o f  t h e  reques t  o r  how t h e  funds were expended i n  t h e  h e a l t h  cen te rs .  MAP 



s t a f f  est imates t h a t  i n  t h e  past  two years, t he  subs id ies  were spent i n  t h e  
f o l l  owi ng manner: Sol anda, 1 aboratory (50 percent) ,  pharmacy (25 percent) ,  and 
medical c l i n i c  (25 percent) ;  Marcabel i ,  l a b o r a t o r y  (75 percent ) ,  pharmacy (25 
percent) .  

4.0 A1 l o c a t i o n  o f  Costs a t  Sol anda 

Accounts a t  t h e  Solanda Hea l th  Center are on l y  p a r t i a l l y  kept  accord ing t o  cos t  
cen ter .  For example, i t  i s  poss ib le  t o  d i s c e r n  t h e  sa la ry  expenses f o r  t h e  
1 aboratory,  pharmacy, o r  t h e  medical c l i n i c .  However, t he re  are a number o f  
cos ts  which are no t  accounted f o r  by cos t  center .  These cos ts  a re  a l l o c a t e d  i n  
c a l c u l a t i o n s  accord ing t o  t h e  formulas below. They are  based upon e i t h e r  d i r e c t  
measurement, d i r e c t  observat ion by t h e  research team, o r  on advice o f  MAP o r  
h e a l t h  cen te r  s t a f f .  Several o f  these are sub-categories which are i n  t u r n  
incorpora ted  i n t o  1 a rger  expendi ture categor ies.  For example, i n s t a l  1  a t  i ons  are 
inc luded i n  t h e  ana l ys i s  under t h e  category o f  "Other D i r e c t  Costs." F i n a l  
ca tego r ies  a re  noted i n  brackets.  

4.1. O f f i c e  supp l i es  

D iv ided equa l l y  among t h e  th ree  cos t  centers:  1  aboratory (33.3 percent) ,  
pharmacy (33.3 percent) ,  and medical c l i n i c  (33.3 pe rcen t ) .  [Suppl ies]  

4.2. I n s t a l l a t i o n s  

The l a b o r a t o r y  i n  bo th  h e a l t h  cen ters  has accounted f o r  t h e  l a r g e  m a j o r i t y  o f  
equipment i n s t a l l a t i o n s .  The agreed upon a1 1 oca t i on  i s  l a b o r a t o r y  (70 percent) ,  
pharmacy (15 percent ) ,  and medical c l  i n i c  (15 percent ) .  [Other D i r e c t  Costs] 

4.3. Transpor t  

These are d i r e c t  charges by t h e  h e a l t h  cen ters  f o r  t r a n s p o r t a t i o n  o f  goods o r  
personnel by p u b l i c  means. D iv ided equa l l y  among each cos t  cen ter .  [Transpor t ]  

4.4. C l  eani  ng Serv ices 

A1 l oca ted  p r o p o r t i o n a l l y  accord ing t o  square meters o f  b u i l d i n g  space: 1 aboratory 
(56.2 percent ) ,  pharmacy (20.4 percent) ,  and medical c l  i n i c  (23.4 percent ) .  
[Other D i r e c t  Costs]  

4.5. Telephone, refreshments, a d m i n i s t r a t i v e  t r a i n i n g ,  sho r t - t e rm labo r  ( f o r  
example, p a i n t i n g )  

D iv ided e q u a l l y  among t h e  th ree  cos t  cen ters .  [Other D i r e c t  Costs]  

4.6. Admini s t r a t o r  

The admin i s t ra to r  a t  t h e  Solanda Hea l th  Center has mu1 t i p l e  r e s p o n s i b i l i t i e s  
which i nc lude  general  account ing f o r  t h e  center ,  account ing f o r  t h e  th ree  cos t  
cen ters ,  r e g i s t r a r  f o r  pa t i en ts ,  and p a r t - t i m e  pharmacist  sa les person. The 
adrnini s t r a t o r  p rov ided est imates o f  how she spends a t y p i c a l  e igh t -hou r  day. The 
r e s u l t s  are: pharmacy ( t h ree  hours),  l a b o r a t o r y  (one hour) ,  medical c l i n i c  (one 



hour) ,  and genera l  account ing and a d m i n i s t r a t i v e  ( t h r e e  hours) .  The au thors  
a l l o c a t e d  t h e  t h r e e  general  account ing hours e q u a l l y  across t h e  t h r e e  cos t  
cen te rs .  The a d m i n i s t r a t o r ' s  cos t s  are d i s t r i b u t e d  as f o l l o w s :  pharmacy (50 
percen t ) ,  1  abora to ry  (25 percen t ) ,  and medical c l  i n i  c  (25 percen t ) .  

Other impor tan t  cos t s  a t  Solanda have been p a i d  by t h e  M i n i s t r y  o f  P u b l i c  Heal th .  
Beginning i n  1990, t h e  M i n i s t r y  p rov ided  a  phys i c i an  and a  nurse t o  t h e  medical  
c l  i n i c  a t  t h e  Solanda h e a l t h  cen te r .  The M i n i s t r y  w i l l  con t i nue  t o  p rov ide  these 
c r i t i c a l  personnel a t  no d i r e c t  c o s t  t o  t h e  h e a l t h  cen te r .  The a n a l y s i s  notes 
t h i s  economic c o s t  t o  c l i n i c  opera t ions .  

5.0 A1 1 ocation o f  Costs a t  Harcabel i 

Accounts a t  t h e  Marcabel i  Hea l t h  Center a re  kept  by t h e  Treasurer  o f  t h e  
Marcabel i C o m i t e  de Salud. The account books f rom 1989 ( t h e  f i r s t  year  o f  
l a b o r a t o r y  ope ra t i ons )  cou ld  no t  be l o c a t e d  i n  t h e  town. The p resen t  Treasurer  
has possession o f  t h e  1990 and 1991 books. These a re  genera l  l edge rs  s i m i l a r  t o  
those o f  Solanda. For  1990, l a b o r a t o r y  and pharmacy income and expend i tu res  were 
kept  i n  t h e  same ledger .  For 1991, t h e  Treasurer  i s  keeping separate accounts 
f o r  each o f  t h e  two c o s t  cen te rs .  The reco rd ing  o f  income and expend i tu res  f o r  
bo th  years  i s  c l e a r  and t h e r e  were no problems i n  ass ign ing  d i r e c t  cos t s  and 
income t o  each c o s t  cen te r .  

I n  August 1991, t h e  Marcabel i  Comite i n i t i a t e d  a  weekend medical  c l i n i c  us i ng  a  
smal l  space i n  t h e  h e a l t h  cen te r .  Th i s  c l i n i c  i s  s t a f f e d  by a  v i s i t i n g  
phys ic ian .  The phys i c i an  keeps a l l  t h e  books on h i s  ope ra t i on  i n  h i s  home c i t y  
o f  Machala-some two hours away. Dur ing  t h i s  research, i t  was imposs ib le  t o  
con tac t  t h e  phys i c i an  o r  t o  o b t a i n  h i s  records .  Fur ther ,  t h e  h e a l t h  committee 
had no i n f o r m a t i o n  on t h e  p r a c t i c e  as t h e  phys i c i an  had n o t  responded t o  i t s  
reques ts  f o r  f i  nanci  a1 and p a t i e n t  i n f o rma t i on .  Therefore,  t h i s  s tudy  i s  m iss ing  
c o s t  i n f o r m a t i o n  on t h e  Marcabel i  medical c l i n i c  f o r  p a r t  o f  August and a l l  o f  
September 1991 ( a  maximum o f  12 days o f  ope ra t i on ) .  S ince t h e  medical  c l i n i c  
operated i n  l a b o r a t o r y  and pharmacy space, t h e  phys i c i an  uses h i s  own-equipment, 
and s i nce  apparen t l y  few p a t i e n t s  were seen, t h e  absence o f  t h i s  i n f o r m a t i o n  does 
n o t  a f f e c t  t h e  e v a l u a t i o n  o f  t h e  l a b o r a t o r y  and pharmacy. 

The Marcabel i  Hea l t h  Center i s  a  remarkably s imple ope ra t i on  compared t o  Solanda. 
There a re  v i r t u a l l y  no una l l oca ted  cos ts .  Those t h a t  would norma l l y  be 
una l loca ted ,  such as, te lephone, c l ean ing  serv ices ,  a d m i n i s t r a t o r ,  do n o t  e x i s t  
a t  Marcabel i .  Those few una l l oca ted  cos t s  such as o f f i c e  supp l i es  were assigned 
e q u a l l y  t o  t h e  l a b o r a t o r y  and t h e  pharmacy, f o r  t h e  qua r te r s  i n  which they  bo th  
operated. 

6.0 Depreciation 

6.1 Method o f  Calculation 

The authors  consu l ted  w i t h  an account ing f i r m ,  a  major  p r i v a t e  h o s p i t a l  , and w i t h  
o the rs  t o  determine t h e  s tandard per iods  o f  d e p r e c i a t i o n  f o r  c a p i t a l  goods used 
a t  Sol anda and Marcabel i . The f o l  1  owing per iods  a re  standard, accepted p r a c t i c e  



i n  Ecuador as o f  December 1991: Veh i c l es - - f i ve  years;  O f f i c e  equipment- - f ive 
years;  Medical  equipment- - f ive years;  F u r n i t u r e ,  cab ine ts ,  bookshelves--10 
years;  Ma jo r  appl  iances--10 years.  

MAP and h e a l t h  c e n t e r  i n v e n t o r i e s  show, w i t h  few except ions,  t h e  da te  o f  purchase 
and t h e  dollar value o f  t h e  i tem.  The au thors  deprec ia ted  a l l  i tems us ing  t h e  
s t r a i g h t  1  i n e  method. I n  a  few cases, t h e  da ta  o f  purchase f o r  Sol anda c a p i t a l  
expend i tu res  was unknown. Since most c a p i t a l  expend i tu res  occur red  i n  1987 and 
1988, t h e  yea r  o f  purchase was assumed t o  be 1988 f o r  u n i d e n t i f i e d  i tems.  Th i s  
was t h e  yea r  t h a t  t h e  c e n t e r  opened. 

A f t e r  c a l c u l a t i n g  d e p r e c i a t i o n  cos t s  f o r  1990 and 1991, do1 1  a r s  were conver ted 
i n t o  c u r r e n t  sucres and i n f l a t e d  accord ing t o  t h e  exchange r a t e s  used by A.I.D. 
and MAP. An average annual r a t e  o f  exchange was used (S/758 = $1.00 f o r  1990, 
and S/931 = $1 .OO f o r  1991). To ta l  annual ad jus ted  d e p r e c i a t i o n  was then  d i v i d e d  
i n t o  t h e  f o u r  q u a r t e r s  o f  each year .  

7.0 Pharmacy I n v e n t o r i e s  

The 1  ack o f  i n f o r m a t i o n  a v a i l  ab le  on i n v e n t o r i e s  makes i t  d i f f i c u l t  t o  c a l c u l a t e  
a c c u r a t e l y  t h e  income o r  expend i tu res  accru ing  t o  t h e  pharmacy c o s t  cen te rs  due 
t o  i n v e n t o r y  b u i l d - u p s  o r  drawdowns, o r  p r i c e  changes. To achieve a  t r u e  p i c t u r e  
o f  o p e r a t i n g  ga ins  o r  losses,  i t  i s  necessary t o  a d j u s t  t h e  income accounts f o r  
a d d i t i o n s  and s u b t r a c t i o n s  t o  i n v e n t o r y  and p r o f i t s  and/or losses  on sa les.  

Un fo r t una te l y ,  t h e  records  kep t  a t  Solanda and Marcabe l i  do n o t  pe rm i t  an 
accura te  account ing o f  t h e  e f f e c t s  o f  i n v e n t o r y  changes on o p e r a t i n g  income ( t h a t  
i s ,  t h e  accrua l  method of i nven to ry  account ing) .  I n v e n t o r i e s  are taken  o n l y  once 
a  year  on average. The o r i g i n a l  va lue  o f  t h e  i n v e n t o r y  i s  c a r r i e d  on t h e  books 
f rom one month t o  another  u n t i l  t h e r e  i s  another  i nven to ry .  I n  t h e  absence o f  
supplementary accounts, i t  was n o t  p o s s i b l e  t o  dec ipher  t h e  n e t  ga ins  and losses  
f rom i n v e n t o r y  t u r n  over  f rom t h e  balance accounts.  

The genera l  l e d g e r  f o r  Solanda, however, does l i s t  a l l  purchases and sa les  of 
pharmacy goods f rom t h e  pharmacy's i n c e p t i o n  i n  1989 u n t i l  October 1991. From 
t h i s  ledger ,  i t  was p o s s i b l e  t o  r e c o n s t r u c t  t h e  i n f l ows ,  ou t f l ows ,  and per iod-end  
i n v e n t o r i e s  f o r  Solanda. These f i g u r e s ,  i n  t u r n ,  enabled t h e  c a l c u l a t i o n  o f  n e t  
a d d i t i o n s  o r  s u b t r a c t i o n s  t o  ope ra t i ng  income due t o  sa les  o r  purchases which 
would change t h e  t o t a l  i n v e n t o r y  s tock .  These a re  c a l l  ed " i n v e n t o r y  adjustments" 
i n  t h e  Sol anda pharmacy accounts i n  t h i s  eva lua t i on ,  and a re  expressed i n  c u r r e n t  
sucres. These adjustments f o r  Solanda have t h e  e f f e c t  o f  h o l d i n g  t h e  i n v e n t o r y  
cons tan t  d u r i n g  t h e  two yea r  p e r i o d  o f  ana l ys i s .  Whi le n o t  t h e  most d e s i r a b l e  
method f o r  t a k i n g  i n v e n t o r y  ga ins  ( losses)  i n t o  account, t h i s  method i s  
p re fe rab le  t o  a  cash account ing approach which d i s t o r t s  o p e r a t i n g  cos ts .  

The reco rds  on t h e  Marcabel i pharmacy i n v e n t o r y  a re  more compl icated.  The 
account b a l  ances, un l  i ke Sol anda, show p r o f i t s  and 1  osses on pharmacy i n v e n t o r y  
us ing  accrua l  account ing ( t h a t  i s ,  sa les  l e s s  c o s t  o f  sa les ) .  The general  
l edge rs  a l s o  show t o t a l  purchases and sa les .  'The genera l  l e d g e r  f o r  November 
1990 shows an expend i tu re  e n t r y  f o r  some 975,000 sucres which represen ted  i n  f a c t  
a  l o a n  f rom t h e  M i n i s t r y  o f  Pub1 i c  Hea l t h  i n  t h e  fo rm o f  pharmaceut ica ls .  Some 
of  these  pharmaceut ica ls  were s o l d  w i t h  t h e  remainder be ing c a r r i e d  on t h e  books 



as i n v e n t o r y  u n t i l  t hey  were t o  be re tu rned  t o  t h e  M i n i s t r y  o f  P u b l i c  Hea l t h  i n  
1  a t e  1991. 'These " loaned" pharmaceut ica ls  severe ly  d i s t o r t  t h e  c a l c u l a t i o n  o f  
i n v e n t o r y  adjustment f rom t h e  general  1  edger. 

For  Marcabel i ,  t h e r e f o r e ,  t h e  balance sheet i n d i c a t i o n s  o f  p r o f i t  and l o s s  f o r  
t h e  f i r s t  two q u a r t e r s  o f  1991 a re  used i n  t h e  pharmacy income t a b l e s  though i t  
i s  n o t  c l e a r  how they  were der i ved .  However, they  seem reasonable i n  v iew o f  t h e  
f a c t  t h a t  t h e  pharmacy aims t o  achieve a 15 percen t  p r o f i t  on i t s  sa les,  and t h e  
amount o f  p r o f i t s  shown f o r  t h e  6-month p e r i o d  January-June 1991 a re  about 15 
percen t  o f  t h e  va lue  o f  sa les.  P r o f i t s  on sa les  f o r  t h e  t h i r d  q u a r t e r  o f  1991 
and t h e  l a s t  two q u a r t e r s  o f  1990 were ex t rapo la ted  f rom t h e  f i r s t  two q u a r t e r s  
o f  1991 sa les  and p r o f i t s ,  t h a t  i s ,  de r i ved  us ing  t h e  same percentage o f  p r o f i t  
on sa les.  

8.0 HAP-USAID Project Expenditures 

The MAP-USAID/Qui t o  agreement o r i g i n a l l y  c a l l e d  f o r  a  budget o f  $645,000. It was 
amended i n  1990, t h e  o r i g i n a l  f i n a l  yea r  o f  t h e  p r o j e c t ,  w i t h  t h e  a d d i t i o n  o f  
another  $100,000 making t h e  p r o j e c t  t o t a l  $745,000. The f o l l o w i n g  i s  t h e  
au thors '  a c c o ~ ~ n t i n g  o f  t o t a l  p r o j e c t  expendi tures based upon MAP genera l  l edge r  
accounts. It i s  presented w i t h  t h e  understanding t h a t  i t  cou ld  be incomplete due 
t o  t h e  d i f f i c u l t y  o f  dec iphe r i ng  t h e  e a r l y  yea r  accounts. 

Note E x h i b i t  2 

Annual and Cumul a t i  ve Expenditures : 
HAP-USAID/Quito Project 

(Current  U. S .  Do1 1 a r s )  

Year Annual E x ~ e n d i  t u r e  Cumul a t  i ve 

1991* 47,886 666,311 

T o t a l  $666,311 $666,311 

Rnt 10 m t b  only 

USAID's r e p o r t s  show t h e  t o t a l  expend i tu re  f o r  t h e  p r o j e c t  th rough  September 1991 
as $633,745 (USAID 1991). Wi th  probable accrua ls ,  t h e  f i gu res  i n  t h e  e x h i b i t  
above and USAID's a re  ve ry  c l ose  i f  n o t  i d e n t i c a l .  



9.0 Household Income Estimates 

S e l f - r e p o r t e d  income es t imates  are n e a r l y  always cons idered w i t h  r ese rva t i ons ,  
and t h e  f o l l o w i n g  Solanda es t imates  are no except ion.  Respondents t end  t o  under- 
r e p o r t  because: 

I t  i s  n o t  t o  t h e i r  advantage t o  g i v e  t h e  f u l l  amount ( f o r  example, 
t hey  a re  t r y i n g  t o  be charged a  lower  fee, o r  they  do n o t  want t h e i r  
ne ighbors t o  know t h e i r  income); o r  

They do n o t  know how much t h e  household earns each month. 

On t h e  l a t t e r  p o i n t ,  many household members may earn money s p o r a d i c a l l y  by do ing  
odd jobs,  o r  a l t e r n a t i v e l y  they  migh t  earn cash as a  s t r e e t  vendor and n o t  even 
r e p o r t  t h e  income t o  t h e  head o f  household. 

Income i n f o r m a t i o n  i n  t h e  t h r e e  surveys below a re  ob ta ined  by ask ing  t h e  head o f  
household how much money t h e  household takes i n  each month. The Ficha 
( R e g i s t r a t i o n  Card) Survey da ta  was taken by t h e  c l e r k  o f  t h e  Solanda c l i n i c  a t  
t h e  t ime o f  t h e  f i r s t  v i s i t  o f  any f a m i l y  member. The Rodriguez survey was da ta  
was ob ta ined  f rom a  severa l  -hour i n t e r v i e w  taken i n  t h e  respondent 's  home by a  
neighborhood i n t e r v i e w e r .  PADCO obta ined i t s  i n f o r m a t i o n  through p ro fess iona l  
doo r - t o -doo r  i n t e r v i e w e r s .  

Desp i te  t h e  drawbacks o f  income da ta  obta ined i n  t h i s  manner, da ta  f rom t h e  t h r e e  
surveys below appears t o  be remarkably cons i s ten t .  It i s  e s p e c i a l l y  c o n s i s t e n t  
when one cons iders  r e a l  wages where t h e  d i f f e r e n c e s  f rom t h e  average i s  about 20 
percen t .  T h i s  suggests t h a t  respondents may be unde r - repo r t i ng  a t  approx imate ly  
t h e  same r a t e s  i n  each survey. It a l s o  means t h a t  t h e  survey r e s u l t s  a re  
p robab ly  comparable. 





Note E x h i b i t  4 

Occupational Characteristics: Solanda Barr io  Surveys and 
Clinic Survey, 1988-91 

(Percentage o f  Survey Sample) 

Ficha Survey, Barrio Survey, HFS PADCO 
Occupation HFS (1 989-91 1 (1 991) (1 988) 

Service 49.3 45.5 28.9 

Laborer 25.4 13.0 18.2 

Street Vendor 8.3 10.4 9.5 

Artisan 5.3 13.0 12.4 

Professional 

Not Classified 

Homerna ker 1.5 2.6 - 

Inactive 0.5 0.6 3.8 

Total Percent 100 100 100 

Sample Size n = 205 n = 155 n = 346 

S o u r ~ e ~ :  F&. SUNey, HFS 1991; h r n b  SIJNey, HFS 1991; PADCO 1989. 

Note E x h i b i t  5 

Education Levels Reached or Completed by Heads of Households, 
Three Surveys of Sol anda, 1988-91 

(Percentage o f  T o t a l  ) 
I 1 

Rodriguez (1989)* F i c h a  Survey, HFS B a r r i o  Survey, 
Level ( 1988-9 1 ) HFS (1991) 

None/No Response - 5 .9  5.2 

I Primary 50.5 38.5 35.5 I I Secondary 43.8 48.3 48.3 I 
I Wnivers i tv  5 .9 7.3 11.0 I 

T o t a l  100.0% 100.0% 100.0% 

* Adj~nted from euth-' figura to add to 100 percent; All with no education pleced in 'prirnery' category. 

Sources :  Rodriguez 1990; HFS 1991. 



Note Exhi b i t  6 

Source: Fieha Survey, HFS 1991. 

I 

Note Exhib i t  7 

Diagnosis f o r  I n i t i a l  V i s i t  t o  Solanda 
Medical C l i n i c ,  1988-1991 

(Percent o f  Total  ) 

Respiratory Infection 33.7 

Child Health Care 17.1 

Diarrhea 8 .8  

Gynecological 8 . 8  

Prenatal Care 3 .9  

Skin Disorder 3 .4  

Emergency 0 . 4  

Other 23.9 

Total 100.0 

Select  Heal th and Demographic Character is t ics ,  
Two Survevs i n  Solanda. 1988-1991 

)I Average No. I 3 . 5 4  I 3 .67  

Characteristic 

11 Average No. Children I 2.59 I 2 .42  

( 1  Women Who Had Infant Die I 7.3% I 9 . 7 %  1 

Ficha Survey, HFS, 1988-91 Barrio Survey, HFS, 1991 

* Abortions probably include induced and rpontaneocn varietisr. 

Women Having at Least One 
Abortion* 

Sources: HFS 1991. 

51 .6% 28 .3% 
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ANNEX E W H I B I T  1A. 
TOTAL LEVEL !IF COST RECOVERY: Solanda Heal ta Center .  1493 !Cur ren t  Sucres)  

Q u a r t e r  
.............................................................................................. 

Q1 02 03 Q4 YEAR 
.............................................................................................. 
Operat i n a  I n c o r e  1,037.450 387, ??5 898.134 636.100 3.554.664 

Onera t i ng  Costs  2,845.330 1,818.515 1,871,821 1,746.79 8,282,494 .............................................................................................. .............................................................................................. 
Ouer 6 a i n  ( L o s s ~  (1,807,340) i830,590) (973,627) !1.110,668) (4 ,722 ,823  .............................................................................................. .............................................................................................. 
Percen t  O p e r a t i n g  36.52 54.3% 48.0% 36.4% 43.02 

Costs  Recovered 

.............................................................................................. 
C a p i t a l  Cos ts  627,823 627,823 627,823 627,823 2,511,232 

Oper + C a p i t a l  Costs  3,473,2!3 2,446,338 2,439,644 2,374,591 10,733,786 .............................................................................................. .............................................................................................. 
Percent  Oper + Cap. 29.9% 40.4% 35.9% 26.8% 33. 0% 

Cos ts  Recovered 

.............................................................................................. 
Technical A s s ~ s t a n c e  843,834 843,834 843,834 843,834 3,375,336 .............................................................................................. 
O p e r + C a p . + T . A . C o s t s  4,317,047 3,290,172 3,343,478 3,218,425 14,163,122 .............................................................................................. .............................................................................................. 
TOTAL 6AIM (LOSS) CfS3,279,597) (/S2,302,247) (/S2.445,284) (/S2,582,325) (/S10,609,453) .............................................................................................. .............................................................................................. 
Percen t  T o t a l  24.02 30.011 26.311 19.8% 25.111 

Cost Recovery 



ANNEX EXHIBIT 10. 
!OTbL LEVEL OF COST RECOVERY: Solanda dea l  t h  Center, !391 (Cur ren t  S u c r ~ s )  

Quar t er 
....................................................................................... 

Q 1  Q2 Q 3 Q4 YEAR 

Oper a t  i n a  !ncore 838,779 1,276,207 2,149,614 0 4,264,600 ....................................................................................... 
Opera t ing  Costs 3,003,a45 4,445.~!8 4,160,409 0 11,609,282 ....................................................................................... ....................................................................................... 
Oper Gain (Loss) (2,165,0661 (3,168,8211 (2,010,795) 0 (7,344,6821 ....................................................................................... ....................................................................................... 
Percent  Operat ina 27.31 28.71 51,7% 0.0% 36-71 

Costs Recovered 

C a p i t a l  Costs 771,112 771,112 771.!:? 0 2,313,336 ...................................................................................... 
Oper + C a o i t a l  Costs 3,774,957 5,216,140 4,931,521 0 13,922,618 ....................................................................................... ....................................................................................... 
Percent  Ooer + Cap. 22-21 24.52 43.62 0.0% 30.62 

Costs Recovered 

....................................................................................... 
Technical  Ass is tance  802,159 802,159 802,159 0 2,406,577 ....................................................................................... ....................................................................................... 
Ooer + Cap. + 1.4. Costs 4,577,116 6,018,299 5,733,680 0 !6,329,095 ....................................................................................... ....................................................................................... 
TOTAL GAIN (LOSS) (/S3,738,337) (/S1,742,092) (/S3,584,066) /SO (/S1?,064,495) ...................................................................................... ....................................................................................... 
Percent  T o t a l  18.32 21.22 37-52 0.0% 26.1Z 

Cost Recovery 

Note: Sore r o u s / c o l u r n s  a r c  s l i g h t l y  o f f  due t o  Lotus rounding.  



ANNEX EXHIB!T !A. 
YTAL LEVEL I F  CIS? RECOVERY: i a r c a b e l  i Hea l th  Center, :?90 (Cur ren t  Sucres! 

Quarter 
..................................................................................... 

Q 1  Q2 Q 3 Q4 "EAR 

Opera t ing  !ncore !18,837 200,529 500,617 337,000 1,817,013 ..................................................................................... 
Operat i n s  Costs 258,610 482,836 738,248 1,247,894 2,707,580 ..................................................................................... ..................................................................................... 
Oper Gain ( L o s s ~  (139,773) (282,307) (237,601) (250,894) (970,575) ..................................................................................... ..................................................................................... 
Percent  Opera t ing  46.02 41.52 62.72 79.32 65.22 

Costs Recovered 

................................................................................... 
C a p i t a l  Costs 137,711 137,711 197,711 197,711 790,044 

Oper t C a p i t a l  Costs 456,321 680,547 335,359 1,445,605 3,578,432 ..................................................................................... ..................................................................................... 
Percent  Oper Cap. 26.02 29.52 50.32 63.02 50.82 

Costs Recovered 

..................................................................................... 
r e c n n i c a l  Ass is tance  361,643 361,643 361,643 361,643 1,446,572 ..................................................................................... 
Jper Cap. t T.A. Costs 817,964 1,042,190 !,357,602 1,807,248 5,0:5,004 ..................................................................................... ..................................................................................... 
TSTAL GAIN (LOSS! (S1639,1?7) (S1841,661) (Sl856,955) !S1810,248) (513,207,?31) 
..................................................................................... ..................................................................................... 
Percent  T o t a l  14.52 19.22 36.32 55.22 36.22 

Cast Recovery 



ANNEX EXI!IB!T 28. 
iOTAL LEVEL OF COST RECOVERY: narcabel  I Hea l th  Cznter ,  1391 ' C a r r e n t  Sucres)  

Q u a r t e r  ------------------------------------------------------------------------------------- 
81 Q 2 Q 3 84 Y ERR 

------------------------------------------------------------------------------------- 
Zpe:~!::; I n i o a e  730,236 1,35!,500 1,683,657 0 3,825,401 
------------------------------------------------------------------------------------- 
Opera t ing  Casts 673,411 !,5!0,553 !,353,?42 O 3,:4'3,406 ------------------------------------------------------------------------------------- ------------------------------------------------------------------------------------- 
Oper Gain ( L o s s ~  110,825 i153,045) 324,215 0 275,335 ------------------------------------------------------------------------------------- ------------------------------------------------------------------------------------- 
Percent  Opera t ing  116.31 83.51 123.81 0.01 !57.8! 

Casts Recovered 

C a p i t a l  Costs 242,835 242,835 242,035 0 728,505 ..................................................................................... 
Oper + C a p i t a l  Costs 922,246 1,753,388 1,602,277 0 4,277,311 ..................................................................................... ..................................................................................... 
Percent  Oper + Cap. 85.71 77.12 105.11 0.01 89.41 

Costs Recovered 

..................................................................................... 
Techn ica l  Ass is tance  343,782 343,782 343,702 0 1,031,346 
..................................................................................... 
Oper + Cap. + T.R. Costs 1,134,018 1,695,290 2,027,439 0 4,856,747 ------------------------------------------------------------------------------------- ..................................................................................... 
TOTAL GAIN i!OSS) iS/343,782) (S/343,782) (S/343,782) St0 (S/1,031,346) ------------------------------------------------------------------------------------- ------------------------------------------------------------------------------------- 
Percent  '1t.1 69.71 79.71 83.02 0.01 78.81 

Cost Recovery 



4NNEX EXHIBIT 3. 
TOTAL INCOHE: Solanda Hea l th  Center .  1590 (Cur ren t  Suc res j  

Q u a r t e r  
.................................................................................. 
Income Source Q 1 12 Q3 Q4 YEAR 

Fees and Sa les  1,028,867 371,554 878,889 636,100 3,515,410 
I n t e r e s t  8.583 16,371 19.205 0 44,259 .................................................................................. 

T o t a l  Oper Inc  1,037,450 987,325 898,194 636,100 3,559,663 .................................................................................. 
Cash Subsid ies:  HAP 116,870 0 0 0 116,870 
S a l a r y  Subsid ies:  HAP 1,502,495 1,021,314 1,030,552 663,184 4,218.145 
Other Subsid ies:  HAP 384,000 384,000 384,000 384,000 1,536,000 
S a l a r y  Subsid ies:  HSP 0 0 0 0 0 ................................................................................. 

T o t a l  Subsidy Inc  2,003,365 1,405,914 1,414,552 1,047,184 5!871.015 .................................................................................. ................................................................................. 
TOTAL INCOHE /S3,040,815 /S2,333,839 /S2,312,746 lS1,683,?84 /S9,430,684 
(Opera t ing  + Subsidy)  .................................................................................. .................................................................................. 

LABORATORY INCOHE: Sol  anda H e a l t h  Cent !r . 1990 

Q u a r t e r  
.................................................................................. 
Income Source 01 R2 03 R4 YEAR .................................................................................. 
Exaa ina t  i o n  Fees 340,300 434,600 516,250 416,000 1,707,150 
I n t e r e s t  2,861 5,457 6,435 0 14,753 ................................................................................. .................................................................................. 

T o t a l  I p e r a t i n g  Inc  343,161 440,057 522,685 416,000 1,721,503 ................................................................................ 
i a s h  Subsid ies:  HAP 0 0 0 0 0 
S a l a r y  Subsid ies:  HAP 426,574 294,523 284,861 82,447 1,088,405 
Other Subsid ies:  HAP 89,856 89,856 89,856 89,856 359,424 
S a l a r y  Subs id ies :  HSP 0 0 0 0 .................................................................................. .................................................................................. 

T o t a l  Subsidy I n c  516,430 384,379 374,717 172,303 1,447,829 .................................................................................. .................................................................................. 
TOTAL [NCOHE /S859,591 /S824,436 lS897,402 /S588,303 /S3,169,732 .................................................................................. .................................................................................. 



PHARHACY INCOflE: Solanda Health Center, 1330 

Quarter  
.................................................................................. 
Incone Source Q1 Q2 Q3 Q4 YEAI? .................................................................................. 
Sales 381,846 272,479 102,714 0 757,039 
I n te res t  2,861 5,457 6,435 0 14,753 
Inventory Adjustnent 100,654 100,654 100,654 100,654 402,616 .................................................................................. .................................................................................. 

T o t a l O p e r a t i n u I n c  485,361 378,590 209,803 100.654 1,174,468 .................................................................................. 
Cash Subsidies: HAP 116,870 0 0 0 116,870 
Salary Subsidies: HAP 135,317 48,172 122,673 164,896 471,664 
Other Subsidies: HAP 78,336 78,336 78,336 78,336 313,344 
Salary Subsidies: BSP 0 0 0 0 0 .................................................................................. ................................................................................. 

Total  Subsidy Inc 331,123 126,508 201,015 243.232 901,878 .................................................................................. .................................................................................. 
TOTAL INCOHE lS016,484 lS505,098 15410,818 lS343,886 /S2,076,206 .................................................................................. .................................................................................. 

HEDICK CLINIC INCOHE: Solanda Hea l th  Center, 1390 

Quarter  
.................................................................................. 
Incone Source Ql Q2 Q3 Q4 YEAR .................................................................................. 
Fees 306,721 264,475 253,925 220,100 1,951,221 
I n t e r e s t  2,861 5,457 6,435 0 14,753 ................................................................................. .................................................................................. 

Total  Operat ing Inc 309,582 269,932 266,360 220,100 1,065.974 ................................................................................ 
Cash Subsidies: HAP 0 0 0 0 0 
Salary Subsidies: HAP 940,004 679,219 623,012 415,841 2,650,076 
Other Subsidies: BRP 215,808 215,808 215,808 215,808 063,232 
Salary Subsidies: HSP 0 0 0 0 0 .................................................................................. .................................................................................. 

Tota l  Subsidy Inc 1,155,812 095,027 838,820 631,649 3,521,308 .................................................................................. .................................................................................. 
INCOHE lS1,465,394 1S1,164,959 ISl,lOS, 180 lSB51,749 lS4,507,?82 .................................................................................. .................................................................................. 



ANNEX EXHIBIT 4. 
TOTAL INCOHE: Solanda Heai t h  Center ,  1911 ( C u r r e n t  Sucres, 

Quar t e r  
.................................................................................. 
I n c o r e  Source Q 1 02 Q 3 04 YEAR 
.................................................................................. 
Fees and SaIes 838,771 !,233.274 2,120,175 0 4,132,228 
I n t e r e s t  0 42,333 21,431 0 ? 2 , 3 2  .................................................................................. 

T o t a l  Oper I n c  838,773 1,276,207 2,141,614 0 4,264,600 .................................................................................. 
Cash Subs id ies :  HAP 2, I?!, 770 211,862 0 0 2,413,632 
S a l a r y  Subs id ies :  MAP 302,803 430,740 581,761 0 1,383,312 
Other Subs id ies :  HAP 281,140 213,820 217,738 0 180,598 
Sa!ary Subs:dies: FSP !,081,600 1,081,600 !,081,600 0 3,268,800 

T o t a l  Subsidy !n i  3,803,3!3 2, !66!022 1,377,107 0 7,446,442 .................................................................................. .................................................................................. 
TOTAL INCOME /S4,642,012 /S3,442,221 154,126,721 /SO 12,211,042 
( O p e r a t i n g  + Subs idy )  .................................................................................. .................................................................................. 

LABORATORY INCOHE: Solanda H e a l t h  Center ,  1191 

Q u a r t e r  

I n c o r e  Source Q1 Q2 Q3 Q4 YEAR .................................................................................. 
E x a r i n a t  i o n  Fees 552,200 734,500 556,100 0 2,244,000 
I n t e r e s t  0 14,311 1,813 0 24,124 .................................................................................. .................................................................................. 

T o t a l  Ooerat i n g  I n c  552,200 741,211 366,713 0 2,268,!24 .................................................................................. 
Cash Subsid ies:  M P  1,060,885 145,131 0 0 1,206,816 
S a l a r y  Subs id ies :  IAP  75,701 122,685 172,711 371,017 
E the r  Subs id ies :  HAP 71,547 73,107 74,413 211,067 
S a l a r y  Subs id ies :  HSP 0 0 0 0 .................................................................................. .................................................................................. 

T ~ t a l  Subs idy  I n c  1,208,133 341,723 247,124 0 1,716.~3!0 ---------------------------------------------------------------------------------- .................................................................................. 
TOTAL INCOnE 151,760,333 151,010,134 151,213,837 I S 0  154,065,104 .................................................................................. .................................................................................. 



PHdRHACY :NCOR: Sslanda Hea: t h  Center, 1291 

Quarter 
---------------------------------------------------------------------------------- 
Income Ssurce 91 R ? 43 a4 Y E A R  ---------------------------------------------------------------------------------- 
Sales 31,980 315,864 633,656 0 1,941,530 
Interes t  0 14,311 9,813 C 24,124 
Inventory Adjustsent (69,601) (69,601) (69,601) i200,803) ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 

Tot a1 Oper at  ina Inc 22,379 260,574 573,868 0 856,821 .--------------------------------------------------------------------------------- 
Cash Subs~dies :  HAP 530,443 72,966 i) 0 603,409 
Salary Subsidies: HdP 151,401 245,370 294,703 0 631,434 
l the r  Subsidies: YAP 64,047 65,607 66,913 0 196,567 
Salary Subsidies: HSP 0 0 0 0 0 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 

Total Subsidy Inc 745,891 383,943 361,616 0 1,491,450 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 
TOTRL INCOHE lS768,270 lS644,517 lS935,484 /SO 152,348,271 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 

nEDICCL CLINIC :NCO?IE: W a n d a  Health Center, 1991 

Quarter - 
---------------------------------------------------------------------------------- 
Income Source a 1 42 Q3 Q4 Y E R R  
---------------------------------------------------------------------------------- 
Fees 264,200 252,!!! 599,220 0 1,!15,531 
!nterest 0 14,311 9,813 0 24,124 --------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 

Total Operating Inc 264,200 266,422 609,033 0 1,139,655 ................................................................................. 
Cash Subsidies: HhP 530,442 72,965 0 0 603,407 
Salary Subsidies: HAP 75,701 122,685 122,355 320,74 1 
Other Subsidies: HAP 153,546 155,106 156,4!2 465,064 
Salary Subsidies: HSP 1,089,600 1,089,600 1,089,600 3,268,800 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 

Total Subsidy Inc 1,849,289 1,440,356 1,368,367 0 4,658,012 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 
INCOHE IS2,113,489 lS1,706,778 151,977,400 /SO 155,737,667 ------------------------------------------------------------------ --------------- ------------------------------------------------------------------=--------------- 



A H N E X  EXHIBIT 5 
TDTAL :1STS: Solanda Health Cznter .  !339 (':~rr!nt Sucr~s! 

~CIST a 1 9: e 3 R 4 Y E A R  

S a l i r i e s :  
"3id By Center 4 0 0 381,560 33!,560 
l i r e c t ! y  Paid l y  HAP 1.:::.435 1,021,914 1,020,552 663,!84 4,2!8,!45 
D:rer!ly Paid By HSP 0 0 6 0 0 

"Jpp! ies 738,!17 142,!63 133,353 300,231 1,634,4?0 
Transport  17,441 14,880 1!,177 3,300 47,583 
Rent Paid By FAP 384,000 384.000 394,000 384,000 1,536,000 
?:her Di rec t  Costs  !43.336 155,558 152,033 13,703 464,630 
-------------------------*--------------------------------------------------------- ................................................................................... 
Total  Ooer C c s t s  :1!45,330 !,818,5!5 1,371,321 1,746,768 8,282,434 ................................................................................... ................................................................................... 
C a p i t a l  Cost; 627, a23 627,823 627,823 627,823 2,511,292 ................................................................................... ................................................................................... 
TOTAL COSTS 43,473,213 /S2,446,338 /S2,499,644 /S2,374,591 /S10.793,786 ................................................................................... ----------------------------------------------------------------------------------- 

Yote: F igures  ray  vary s l i g h t l y  from o ther  t a b l e s  due t o  d o l l a r  c c n v e r s i o n s  and ~ o u r - - L 1 & i  

BEST AVAILABLE DOCUMENT 
LABORATORY COSTS: Sol anda Hea: t h Cente r ,  !390 

Q u a r t e r  

COST d 1 02 R3 R4 YEAR 

j a l a r i e s :  
Paid By Center 0 0 0 200,083 200,083 
Direct!y Paid By HAP 426,574 294,523 284,861 82,447 1,088,405 
D i r e c t l y  Paid By HSP 0 0 0 0 0 

Supp! i e s  164,034 !11,244 !73,551 226,340 675,229 
Transpor t  5,814 4,360 3,759 1,330 15,863 
Rent Paid By HAP 89,856 89,856 89,856 83,856 359,424 
Other D i r e c t  Cos t s  35,117 44,409 39,261 6,467 125,654 ................................................................................... ................................................................................... 
Total  Oper Cos t s  721,455 545,392 531,288 506,523 2,464,658 
-------------------------------------------------------------------=--------------- ................................................................... --------------- 
C a p i t a l  Cos t s  406,068 406,068 406,068 406,068 1,624,272 ................................................................................... ................................................................................... 
TOTAL COSTS /S1,1?7,523 /S951,460 /S397,356 /S1,01?,591 /S4,088,930 ................................................................................... ................................................................................... 



WE1 EXHIBIT 5 (Cant.! 

PHARMACY C2STS: S ~ l a a j a  Heal:!! C z ? t z r ,  !??0 

Q u a r t e r  
................................................................................... 
!:~ST e l  e: i; 3 'I 4 . L ~ C  

',L. 

................................................................................... 
S a l a r  :es: 

P a i d  9y Center  0 0 0 91,287 51,:a7 
Direct!y Paid ay !AP :2:,?:7 46, l': 4 .,,, ?3 673 164.836 J i l ,  664 
Direct!y Pa id  By YSP 0 0 0 0 0 

Suppl i e s  437,025 ??, :E5 23,6S! 26,570 573,411 
T r a n s p o r t  5,814 4,?60 3,753 !, 330 15,363 
Rent Pa id  Ey YAP 78,236 78,336 78,336 78.336 313,344 
Other  D i r e c t  C o s t s  28,318 33,079 5"5,810 5,638 102,345 ----------------------------------------------------------------------------------- ----------------------------------------------------------------------------------- 
T o t a l  Oper C~s ts  685,410 234,712 280,235 368,057 1,568,414 ----------------------------------------------------------------------------------- ----------------------------------------------------------------------------------- 
Capi t a1 C o s t s  38, 393 38,333 98,393 38,393 393,572 ----------------------------------------------------------------------------------- ----------------------------------------------------------------------------------- 
TOTRL COSTS 15783,803 15333,105 15378,CZfl 15466,450 lS1,36l19fl6 ----------------------------------------------------------------------------------- ----------------------------------------------------------------------------------- 

BEST AVAILABLE DOCUMENT 

MEDICAL CL!NIC COSTS: Solanda Hea l th  C e n t e r ,  !390 

3uar:zr 
----------------------------------------------------------------------------------- 
COST Q 1 €42 43 44 YERP. ----------------------------------------------------------------------------------- 
S a l a r i e s :  

P a i d  By Cen te r  0 3 0 90,290 30,230 
D i r e c t l y  Pa id  By HAP 940,004 673,213 623,012 415,841 2,658,076 
Direct!y Pa id  By IlSP 0 0 0 0 0 

S u p p l i e s  196,938 60,754 80,757 47,321 385,830 
T r a n s p o r t  5,914 4,?60 3,753 1,330 15,963 
Rent Paid By tlAP 215,808 215,808 215,808 215,808 863,232 
Other  D i r e c t  C o s t s  73,301 77,670 76,362 1,598 226,131 ----------------------------------------------------------------------------------- ----------------------------------------------------------------------------------- 
T o t a l  Oper C o s t s  1,438,525 !,13f114!1 !,000,2?8 ?72,!88 4,:4?,422 ................................................................................... ................................................................................... 
C a p i t a l  C o s t s  123,362 123,352 122,362 i:3,362 133,448 ................................................................................... ................................................................................... 
TOTAL COSTS iS1,561,387 !51, !61,773 :51, 122,560 15835,550 IS4,742,870 ----------------------------------------------------------------------------------- ----------------------------------------------------------------------------------- 



ANNEX EXHIBIT 6 
'S:AL :3STS: Solanda Hea!:h (:enter, !?31 l ~ r r e n t  3 ~ : , 2 :  

----------------------------------------------------------------------------------- 
COST I1 R2 23 9 4 YEAP 
------------------------------------------------------------------------------*---- 

S a l a r i e s :  
Paid By i e n t e r  537,049 640,133 ! ,??6,*J:? 9 2,285,251 
D i r e c t l y  Paid By YAP 3C2,303 490,740 589,763 ? 1,383,3!1 
D i r e c t l y  Paid By 3SP 1,089,500 1,089,500 !,689,500 3 3,258,900 

Suppl ies  637,325 ! ,768,057 826,332 0 3,232,814 
Transport  Paid By Cent 6,366 3,714 0 3 !6,030 
Transuort  Paid By MAP 33,141 43,021 47, ?3? 0 130,7C! 
Rent Paid By YAP 249,399 243,?99 :43,?99 3 733,337 
Other Direct  Cos t s  !41,062 :5:,314 148,251 0 442,227 ................................................................................... ----------------------------------------------------------------------------------- 
Total  Oper C a s t s  3,003,845 4,445,028 4,160,409 0 11,609,282 ---------------------------------------------------------------------------------- -------------------------*----------------------------------------------------*---- 

Capi ta l  Cos t s  771,112 771,112 771,112 0 2,313,336 ----------------------------------------------------------------------------------- ----------------------------------------------------------------------------------- 
TOTAL COSTS /S3,774,357 !S5,?16,140 /S4,931,521 /SO /S13,322,618 ----------------------------------------------------------------------------------- ----------------------------------------------------------------------------------- 

Note: F igures  Pay vary s l i g h t l y  from o ther  t a b l e s  due t o  d o l l a r  convers ions  and rou 

LABORATORY C3STS: Solanda Health Center ,  1991 

Q u a r t e r  ----------------------------------------------------------------------------------- 
]COST Ql Q2 Q 3 Q 4 YEAR 
----------------------------------------------------------------------------------- 
S a l a r i e s :  

Paid By Center  427,549 557,183 544,863 r) 1,529,095 
D i r e c t l y  Paid By HAP 75,701 122,685 : 7 2 , ? : !  0 371,1137 

Suppl ies  234,361 487,901 297,720 3 1,019,982 
Transport  (Cente r )  2,122 3,238 0 0 5,360 
T I  anspor t  ( M P )  13,047 14,607 15,3!3 43,567 
Rent Paid By HAP 58,500 58,500 58,500 0 175,500 
Other l i r e c t  C a s t s  34,118 42,547 55,848 0 !32,513 ----------------------------------------------------------------------------------- ----------------------------------------------------------------------------------- 
T s t a l  Oper Cos t s  844,898 1,286,661 1,145,555 0 3,277,114 ----------------------------------------------------------------------------------- ----------------------------------------------------------------------------------- 
Capi ta l  Cos t s  498,746 398,746 498,746 0 !!136,238 
---------*------------------------------------------------------------------------- -------------------------------.--------------------------------------------------- 
TOTAL COSTS lS1,343,544 lS1,785,407 /S1,644,301 /SO !S4,773,352 ................................................................................... ................................................................................... 



ANNEX ElHBIT 6 iCont.! 
?uRRYRCY 'SSTS: Solanda ileal t h  Cente r ,  1291 

Ruar t ~ r  
................................................................................... 
COST 4 1 Q 2 43 €44 '!PIP, 
................................................................................... 
S a i  ar  ies:  

Paid a y  Center 0 4,000 0 0 4,000 
D i r e c t I y  P a i d  By HAP 151,401 245,370 234,7?? 6 591,474 

Suppl ies  30,391 1, !?!5,1!3 481,270 0 ! ,537,274 
Transpo:! [ t e n t e r )  2,!2 3,233 9 G 5,360 
Transpor! :!!PIP) !3,347 14,607 15,913 (:I 13,557 
? t a t  P A ~ C  3y !!A! 5 ! ,  000 5!, 000 51,000 0 153.000 
Othr  ?::zit '- ,.st; 31,313 38,08! 27,751 0 37,751 ................................................................................... ................................................................................... 
T ~ t a !  2per :;;ti 280,380 1,141, 409 a:~, 637 0 2,5?2, 426 ................................................................................... ----------------------------------------------------------------------------------- 
C a p i i ~ l  C ~ s t s  120,849 120,843 !3,!49 0 362,547 ................................................................................... ................................................................................... 
TOTAL COSTS /S401,229 /51,562,258 15391,486 /SO /S2,?54,973 ................................................................................... ................................................................................... 

HEOICAL CLINIC COSTS: Solanda Health Center, 1391 

Ruar t er 

COST 4 1 92 ? 3 34 YEAR ................................................................................... 
S a l a r i e s :  

Paid 3y Center 110,000 73,000 663,156 0 952,155 
D i r e c t l y  Paid By HhP 75,701 122,685 122,355 0 320,741 
D i r e c t l y  Paid By YSP 1,089,600 1,089,600 1,089,600 0 3,258,800 

Suppl ies 372,573 135,043 47,342 0 615,558 
Trans;;: t !3ente:) A ,  ? .-A I?? T -, -u -73 9 :? 5,360 
Transport  (NAP1 13,047 14,607 15,3!3 0 :3,567 
Rect Paid 3y !A?* ! 40,439 !40,4?3 !4C,i?? 0 421,497 
Other Di rec t  Costr 75,025 72,286 61,752 0 212,363 ................................................................................... ................................................................................... 
Total  Oper Cos t s  1,878,567 1,716,358 :,144,2!7 0 5,733,742 ................................................................................... ................................................................................... 
C a p i t a l  C o s t s  151,517 151,517 15:,::: 0 454,551 
--------------------------*-------------------------------------------------------- ................................................................................... 
TOTAL COSTS IS?, 030,084 /Sl,a68,475 /S2,2?5,734 /SO /S6,1?4,2?3 
................................................................................... ................................................................................... 



4YNEX EXHIBIT 7 
T!riL IVCOflE: Barcabell "alth Center, :?YO %Current Sucres) 

Quarter 

!niljae Source (2 1 0: 03 Q4 YEAR 
.................................................................................. 
f ee s  ind  Sales 103.300 1?1,4?0 413.482 725,354 1,446,036 
!nterest  3,537 9, !1? 7,165 20,733 46,564 
?onat i x s  0 0 74,000 3 . 4 1 3  324,413 .................................................................................. .................................................................................. 

':jtj! lper !nc 118,!37 200,523 500,647 ?37,000 !,a17,013 
.................................................................................. 
,:ash Subsidies: HAP 112,100 486,534 !85,861 !C3,036 887,531 
Salary Subsidies: HtlP 0 0 32,000 56,000 !:9,000 
Subsidies: Hun. 6ovt. 0 0 32,000 36,000 !28,000 .................................................................................. .................................................................................. 

Total Subsidy Inc 112,100 486,534 241,861 2'35,096 1,143,531 .................................................................................. .................................................................................. 
TOTAL IHCORE lS230,337 IS687,063 IS750,508 151,292,096 2,960,604 
(Operating + Subsidy) .................................................................................. .................................................................................. 

Note: Cash subs id ies  paid by HAP include t ranspor ta t ion  cos ts .  Tranportation cos t  
e s t i r a t e d  by ext rapola t ing  backvards from 1991 f i gu re s  and adjusting for i n f l a t i on  

LABORATORY !NCORE: flarcabel i  Health Center, !330 

Quarter  
.................................................................................. 
!ncore Source 1 1  12 03 Q4 YEAR .................................................................................. 
Erarination Fees !03,300 191,400 107,450 !54,450 642,500 
!nterest  9,537 9,123 7, :65 20,733 46,564 
Donat inns 0 .................................................................................. .................................................................................. 

Total Operating Inc 118,837 200,523 !34,615 175,183 609, :64 
.................................................................................. 
Cash Subsidies: HAP 112,100 408,655 167,818 03,526 772,099 
Salary Subsidies: flRP 0 0 0 0 0 
L b s i d i e s :  nun. 6ovt. 0 0 32,000 96,000 128,000 .................................................................................. .................................................................................. 

Total Subsidy Inc !12,100 408,655 139,818 179,526 500,093 .................................................................................. .................................................................................. 
TOTAL INCORE 15230,337 15609,184 15334,433 ,9354,703 lS1,589,263 .................................................................................. .................................................................................. 



PHARnACY ISCOFE: narcahel i Hea! th t e r ,  :3?0 

?uar t er 

!ncore Source 81 82 21 34 '!FAF ---------------------------------------------------------------------------------- 
Sales 0 ? :0:,5?: 436,441 698.333 
I z t e res t  0 3 0 9 C 
Donat ions 0 3 I 9 ,  J O O  30,413 324,413 7 8  L) 

Prof i t  (Loss) on Sales 0 0 30,440 74,962 :35,403 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 
!,~:dl Operating Inc 0 0 306,032 821,817 1, !?7,349 ---------------------------------------------------------------------------------- 

Cash Subsidies: HAP 0 77,373 18,043 19,570 1!5,432 
Salary Subsidies: MP 0 0 32,000 36,000 !?a, 000 
Subsidies: Hun. 6ovt. 0 0 0 0 0 --------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 

Total Subsidy Inc 0 77,879 50,043 115,570 243,432 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 
TOTAL !NCCHE IS0 lS77,879 15356,075 lS937,387 /S1,371,341 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 

Notes: Donations in Q3 ismprised value of f u r n i h r e  given by municipality. 
For Q4, donation consisted of cash proceeds f r o r  Health C o ~ r i t t e e  bingo pane. 



4NNEI EXHIBIT ! 
':T~! :!iC2!E: YariaSe!i j e a i t h  Cen te r ,  !?91 (Cur!ent Sucres1 

Ruar t er  
---------------------------------------------------------------------------------- 
Incore  Source Q l  Q 2 Q3 04 YEAR 
---------------------------------------------------------------------------------- 
r e e s  and S a l e s  7 .I -5 ,3-,-,6 :,351,508 1,665,387 0 2,733,731 
!r i terest  0 0 0 0 0 
Donat ~ ; n s  3,203 0 17,670 0 25,670 ---------------------------------------------------------------------------------- .................................................................................. 

Tata i  Qper  Inc 730,226 !, 351,508 1,683,657 0 3,325,401 
---------------------------------------------------------------------------------- 
Cash S u b s i d i e s :  HAP 33,141 43,821 127,739 0 210,701 
Sa!ary Subs id ies :  HAP 0 0 I? 0 3 
S u b s i d i e s : H u n . 6 0 v t .  72,000 120,000 120,000 C 312,990 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 

Total  Subsidy Inc 111,141 163,821 247,739 0 522,701 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 
TOTAL INCOHE /5901,277 151,515,329 /51,931,336 IS0 4,348,102 
(Opera t ing  + Subsidy)  ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 

Note: Cash s u b s i d i e s  pa id  by HAP i n c l u d e  t r a n s p o r t a t i o n  c o s t s .  

LAB0RAT:RY !NCOHE: j a r c a b e l  i Heal th Cen te r ,  !391 

Uuar t e r  
---------------------------------------------------------------------------------- 
Income Source Q 1 Q2 Q3 Q4 YEAR 

Examination Fees 232,000 473,300 271,800 0 1,043,!00 
I n t e r e s t  0 0 0 0 0 
Donat i o n s  0 0 0 0 0 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 

T a t i l  Opera t ing  Inc 232,000 479,300 271,800 0 1,043,100 
---------------------------------------------------------------------------------- 
'ash Subs id ies :  HAP 13,571 21,311 63,370 0 105,352 
S a l a r y  Subs id ies :  HAP 0 0 0 0 9 
Subs id ies :  Hun. 6ov t .  72,000 120,000 !20,000 0 3!2, 000 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 

Tota l  S i b s i d y  !nc ?l,57! 141,?!1 183,870 0 417,352 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 
TOTAL !HCDHE 15383,571 15621,211 /5455,670 /SO 151,460,452 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 



X:!iEX EWHBIT ! (Cc;:.! 
PCARHACY INCOHE: Yarcabeli leal th Center. !?91 

Iniore Sourie #- rn . I 6 2 43 04 YEFIR 
.................................................................................. 
Sales 425,322 Y ,  722 , 2::, 233 r:l :,334,3afl 

3 3 0 Interest 9 ,! 

Donat ions 3,000 3 17,670 0 ,1:,6?0 
prOf;L" . - - ' a  .. . , ,zaI  sn S a l z s  64,314 114,425 :32,304 ? 6 : ,  543 .................................................................................. ---------------------------------------------------------.------------------------ 
Tatal Operating Inc 538,236 3?>210 1,411,357 0 2,7a2,3~! .................................................................................. 

Cash S-?~!dies: YAP 1?,573 :!,?iO 63, a69 0 !05,343 
Salary Subsidies: HAP 0 0 0 0 0 
Subsidies: Yun, Bovt .  9 0 0 0 0 .................................................................................. .................................................................................. 
Total Subsidy Inc 19,570 21,310 63,869 0 !05,349 .................................................................................. .................................................................................. 

TOTAL INCOHE !S517,906 !S834,118 151,475,726 /SO !S2,99?,650 ---------------------------------------------------------------------------------- .................................................................................. 

BEST AVAILABLE COPY 



:!#EX ElHIBIT 9 
TOTAL YSTS: garcabel i  Yealih Center, 13?0 !Current Sucres) 

auar t  er 
.................................................................................. 
nnp- n, 1l: n- - .J I. - E J a4 YEAF * ? 

.................................................................................. 
Salar ies :  

Eaid 9y Cent21 :55,900 2:0,300 244,300 221,355 345,355 
Direi t ly  Paid By HAP 0 C G 0 0 

0 0 0 0 
Supplies 33,300 185,088 487,877 888,272 1,535,137 
r r  ansport 30,200 3:,568 36,086 76,542 !74,396 
Rent 12,000 11,000 16,500 3?,500 72,000 
Other Direct Costs 22,510 45,180 13,785 !9,?25 !00,700 .................................................................................. .................................................................................. 
Total Oper Costs 258,610 482,936 738,248 1,247,894 2,787,588 .................................................................................. .................................................................................. 
Capi t  a1 Costs 197,711 197,711 137,711 197,711 790,844 .................................................................................. .................................................................................. 
TOTAL COSTS 15456,321 15680,547 15995,959 IS1,445,605 153,578,432 .................................................................................. .................................................................................. 

LABORATORY COSTS: Harcabel i  Health Center, !3?0 

8uar t e r  
................................................................................. 
COST 01 12 03 Q4 YEAR 

Salar ies :  
?3id By Center 160,000 210,000 !80,000 180,000 730,000 
Directly Paid By HAP 0 0 3 0 0 
Directly Paid By HSP 0 0 0 0 0 

Supplies 33,300 185,088 16,775 83,080 318,843 
Transport 30,200 31,568 18,043 13,571 99,382 
Rent 12,000 11,000 8,250 16,250 47,500 
Other Direct Costs 22,510 45,180 13,785 8,050 89,525 .................................................................................. .................................................................................. 
Total Oper Costs 258,610 482,836 236,853 306,351 1,285,250 .................................................................................. .................................................................................. 
Capital  Costs 197,711 197,711 147,:20 147,229 689,881 .................................................................................. .................................................................................. 
TOTAL COSTS lS456,321 IS680,547 15384,083 IS454,180 /S1,375,131 .................................................................................. .................................................................................. 

Note: a1 and 82 carry a l l  depreciation.  A portion a f  Yea:th Cznter i a p i t a l  goods a r e  
sh i f t ed  t o  pharraiy beginning in P3 when pharmacy opened. 



A N N E X  EXH!BIT 9 '";a:. ! 
YARFRCY C:STS: Yarc~ne l l  geal th Cznter, ;330 

,;a1 ar ies: 
P3id 9y Center 0 0 54,000 51,355 115,255 
:i:eit:y P a i d  By HRF 3 3 0 0 0 
Directly Paid By nSP 0 0 0 0 0 

Suppl i e s  0 ? 471,122 EC:, !?: :?::E?:?; 
rrans?or! 0 0 1.0,043 56,971 75,314 
Rent 0 0 n -en 4 -  

Cl . W W  . O , x r ?  24, 
Other Direct Costs J 0 0 11,175 !!, :?5 .................................................................................. .................................................................................. 
Total Oper Costs 0 0 561,335 340,343 !,50?, 323 .................................................................................. .................................................................................. 
Capital Costs 0 0 50,481 50,482 100,963 .................................................................................. .................................................................................. 
TOTAL COSTS IS0 IS0 lS611,876 lS391,425 1S1,603,301 .................................................................................. .................................................................................. 

Note: Pharaacy opened in Rugust. HSP drug prograr adavnced pharracy approxirately 
/S975,000 i n  goods. Appraxima!ely /S650,000 was returned unsold in 133!. 
This arount has been subtracted from t o t a l  !or !his table .  

111 t o t a l s  may vary s l i g h t l y  f ror  other tables  due to  dol lar  conversicns and rounding. 



A N N E X  EXHIBIT 10 
TOTAL ':3S:5: Yarcabel i Health Center, 1331 !Lir!ent Sucres, 

COST Q1 Q 2 Q3 Q4 YEAR 

h l d r  ie5: 
Paid By Center 34,349 4!2,800 330,630 9 1,028.387 
Directly Paid By HAP 0 0 0 0 r. 

0 0 3 0 
Suppl i e s  3!3,321 390,882 348,725 0 2,258,328 
Transport Paid Sy HAP 39,!41 43,821 47,733 0 130,701 
Pent 24,000 26,000 33,300 0 80,090 
Other Oirect Cssts 11,000 37,050 2,340 0 51,330 .................................................................................. .................................................................................. 
Total Oper Costs 673,411 1,510,553 1,359,442 0 3,549,406 .................................................................................. .................................................................................. 
Capital Costs 242,835 242,035 242,835 0 728,505 .................................................................................. .................................................................................. 
TOTAL COSTS 15922,246 /51,753,380 151,602,277 /SO /S4,?77,311 .................................................................................. .................................................................................. 

Note: Figures may vary by several  sucres from other t ab l e s  due t o  rounding 
and dol lar  conversions. 

LABORATORY ZOSTS: narcabel i Health Center, 1391 

Quarter 
................................................................................. 
COST 81 82 93 Q4 YEAR .................................................................................. 
Salar ies :  

Paid 9y Center 211,930 293,790 231,540 0 737,250 
Directly Paid By HAP 0 0 0 0 0 
Directly Paid By HSP 0 0 0 0 0 

Suppl i e s  18,510 53,810 107,364 0 179,684 
Transport Paid By RAP 19,571 21,311 23,870 0 65,352 
Rent 12,000 13,000 15,000 0 40,000 
Other Direct Costs 12,000 23,530 !, 040 0 36,630 .................................................................................. .................................................................................. 
Total Oper Cssts 274,011 406,101 370,8!4 0 1,058,926 .................................................................................. .................................................................................. 
Capital Costs 180,032 100,032 180,032 0 542,436 .................................................................................. .................................................................................. 
TOTAL COSTS lS454,843 /S586,333 15559,646 /SO 151,601,422 .................................................................................. .................................................................................. 



ANNEX EXHIBIT 10 (Ccnt .1  
PHARRACY COSTS: narcabe l  i Health Center ,  :331 

Quarter  
.................................................................................. 
COST 0 1 02 03 Q4 YEAR .................................................................................. 
Sa l  ar ies: 

Pa id  By Center  73,013 119,010 99,098 0 231,127 
S i r e c t l y  Pa id  By HAP 0 0 0 0 C 
3 i r e c t l y  Paid By 'SP 0 0 0 0 9 

Suppl ie: 300,Eli 337,072 84!,26! 0 :,17?,:34 
Transpor! Pa id  B y  HAP 19,570 21,310 23,363 0 65,243 
Rent 12,000 13,000 15,100 0 46,300 
Other D i r e c t  Costs 0 13,460 1,300 0 14,760 
:5=====I=IEI===Z===IO==r-IZ'==-'=.======================Z=========:=:======: 

Tota l  Oper Costs 405,400 1,104,452 980,628 0 2,490,480 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 
Capi ta l  C o s t s  62,303 62, b03 62,003 0 !36,009 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 
:OTIIL COSTS 15467,403 /S1,!66,455 151,042,631 /SO 152,676,409 ---------------------------------------------------------------------------------- ---------------------------------------------------------------------------------- 

! M e :  Pbarsacy opened in August.  S u p p l i e s  c o s t s  f o r  1991 equal t o  p u r c h a s e s  # i n u s  r e t u r n s .  



ANNEX EXYIB!T 11. \ 
P'JRCYASES. SALES, VALUE OF !NVENTORY: Solanda ? !?~rmacy ,  !389-1391 i C u r r e n t  Sucre i ) 

'er :od-End 
Purchases Sa les  !nventory Net Gain f a r  Per l t jd  

31 Decerber 1383 1,041,732 24,003 1,017,643 !1,017,649) 

31 Decerber 1990 372,?33 77:,547 615,335 402,514 

31 October 1391 1,534,??8 1,302,735 847,038 (232,003) ....................................................................... 
Tota! 2,949,463 2,102,425 047,038 

Q u a r t e r l y  I n c o r e  A d j u s t r e n t  f o r  !990 100,654 
Q u a r t e r l y  I n c o r e  Adjustment f o r  1991 (69,601) ....................................................................... 

Note: Decerber 1989 r e f e r s  t o  p r e v i o u s  8 aonths; Decerber 1990 r e f e r s  t o  
p r e v i o u s  12 ron ths ;  October 1991 r e f e r s  t o  p r e v i o u s  10 ron ths .  

PROFITS AND LOSSES ON PHARHACY SALES: H a r c a b e l i  Hea l th  Center Pharracy,  
1990-1991 (Cur ren t  Sucres) 

P e r i o d  P r o f  i t  (Loss)  
....................................................................... 
August-September 1990t  30,440 
October -Decerber :??Ot 74,363 
January-March 1991 64,314 
Apr i l - J u n e  1391 114,425 
Ju ly -Sep te rber  1991t  182,304 ....................................................................... 

f Es t ima ted  



ANNEX EXHIBIT  12 
DEPREC!ATION: Solanaa Heal th Center [Current Do l la rs !  

Cap i ta l  Good Cost Basis Recov. Per iod 1330 Charae 1331 Charae .................................................................... 
Fu rn i t u re  10-Years 

(1987) 938.11 93.81 33.8! 
( 1988 3,237.03 323.71 323.7: 

Appliances 10-Years 
(1988) 73 .55 73.66 73.66 

O f f i c e  Equio. 5-Year s 
(1988) 3,857.2; 771.45 771.45 
(1989) 111.96 22.39 22.39 

Medical Equip. 5-Years 
Laboratory 
(1987) 216.36 13.27 43.27 
(1988) 7,311.11 1,462.22 1,462.22 
(1989) 1,729.45 345.89 345.89 
Med. C l i n i c  
(1988) 803.24 176.65 176.65 .................................................................... .................................................................... 

Current Do l l a r  ~ e ~ r e c i a t i o n  Charge 3,313.05 3,313.05 .................................................................... .................................................................... 
Current Sucre Depreciation Charge IS2,511,?88 /S3,084,445 

By Cost Center : 
Laboratory 1,624,271 1,994,982 
Pharracy 333,572 483,337 
Yedical  C l i n i c  493,446 606,066 .................................................................... .................................................................... 

Average Sucre Conversion Rates For Do l la r  758 93 1 

Note: Conversions r a y  vary by several  sucres due t o  rounding. Deprec ia t ion  
f o r  furniture, applainces, and o f f  i c e  equiprent d i v i ded  equa l ly  aaong the 
t h ree  cost  centers. Medical equipaent costs assigned as indicated.  



A N N E X  EXHIBIT 13 
DEPRECIATION: Harcabel i Health Center (Current Dollars) 

Capital Good Cost Basis Recov. Period 1990 Charge 1991 Charge 

fu rn i tu re  10-Years 
(1988) 623.37 62.34 62.34 

Appl iances 10-Years 
(1988) 450.00 45.00 45.00 

Office Equip. 5-Years 
(1988) 112.96 22.59 22.59 

Hedical Equip. 5-Year s 
Laboratory 
(1988) 4,567.01 913.40 913.40 .................................................................... .................................................................... 

Current Dollar Depreciation Charge 1,343.33 1,043.33 
=========s========================================================== 

Current Sucre Depreciation Charge 15790,844 15971,341 
By Cost Center : 

Laboratory 689,881 723,329 
Pharracy 100,963 248,013 .................................................................. .................................................................. 

Average Sucre Conversion Rates fo r  Dollar 758 93 1 

Note: Conversions ray vary by several sucres due t o  rounding and do l l a r  conversions. 
Pharracy opened in 83/90. At that  t i r e  furni ture  and o f f i c e  equiprent were 
sh i f t ed  fro8 the laboratory t o  the pharracy. This adjus t rent  i s  ref lec ted 
in the  1990 figures.  



A N N E X  EXHIBIT 14 
COST PER PATIENT VISIT: Solanda Health Center Hed~cal Clinlc, :??0-1991 (Current and Real Sucres) 

1390 1331 
..................................................................................................... 
Quarter Q 1 Q2 03 (14 Q1 Q 2 R3 AVERAGE ...................................................................................................... 
Operating Costs 1,438,525 1,038,411 1,000,298 772,188 1,878,567 1,716,358 2,144,217 1,427,023 ...................................................................................................... 
Number of Visits 1,434 1,238 385 350 1,053 1,217 1,231 1,158 

Uper Cost Per Visit 1,003 839 1,016 813 1,784 1,411 1,742 1,230 ...................................................................................................... ...................................................................................................... 
Real Uper CostIVisit 1,796 1,342 1,503 1,089 2,141 1,524 1,742 1,531 

(13191 = 100) ................................................................................................. ...................................................................................................... 

Capital Costs 123,362 123,362 123,362 123,362 151,517 151,517 151,517 135,428 ..................................................................................................... 
Uper + Cap. Costs 1,561,887 1,161,773 1,123,660 895,550 2,030,004 1,868,475 2,295,734 1,562,452 

Uper + Cap. CostIVisit 1,089 938 1,141 943 1,928 1,535 1,865 1,348 

Real Uper + Cap. 1,950 1,501 1,608 1,263 2,313 1,650 1,865 1,748 
CostIVisit ..................................................................................................... ...................................................................................................... 

...................................................................................................... 
Charge Per Visit  200 200 200 200 200 200 400 
Real Charge Per Visit 358 320 296 268 240 216 400 
Real Oper + Capital 18.42 21.32 17.52 21.22 10.4Z 13.01 21.4Z 

Csst Recovery Per Visit ........................................................................................... 

Inflation Index 
(Q3191 = 100) 



AMMEX EXHIBIT 15 
COST PER PATIENTIEXAN: Solanda Health Center Laboratory, 1990-1991 (Current and Real Sucres) 

1390 1991 
------------------------------------------------------------------------------------------------------ 

Q 1 Q2 Q3 84 Q 1 82 83 AVERAGE 
------------------------------------------------------------------------------------------------------ 
Operating Costs 721,455 = - 844,898 = 223,765 - 

Murber o f  Pat ien ts  564 742 309 523 599 802 907 721 .................................................................................................... 
Oper Cost Per Pat ien t  1,279 0 0 0 1,411 0 0 384 

Real Oper CostIPat i en t  2,290 0 0 0 1,693 0 0 569 
(Q3191 = 100) 

- - -  -~ - 

Nurber o f  Exars 1,054 1,491 1,652 978 1,070 1,326 1,399 1,281 .................................................................................... 
Oper Cost Per Exar 684 0 0 0 790 0 0 211 .................................................................................................. ...................................................................................................... 
Real Oper CostlExar 1,225 0 0 0 948 0 0 310 ..................................................................................................... ..................................................................................................... 
...................................................................................................... 
Cap i ta l  Costs 406,068 406,068 406,068 406,068 498,746 498,746 498,746 445,787 

Oper + Cap. Cost 1,127,523 406,068 406,068 406,068 1,343,644 498,746 498,746 669,552 ------------------------------------------------------------------------------------------------------ 
Oper + Cap CostIExar 1,070 272 246 415 1,256 376 357 570 ------------------------------------------------------------------------------------------------------ ------------------------------------------------------------------------------------------------------ 
Real Oper + Cap. 1,915 436 36 4 556 1,507 406 357 79 1 

Cost IExar ..................................................................................................... ...................................................................................................... 

..................................................................................................... 
Ave. ChargelBlood Exar 467 467 600 600 600 600 883 
Real Charge181ood Exar 836 747 888 804 720 648 883 
Rea l81oodExa rCharge  43.72 171.52 244.11 144.52 47.82 159.52 247.72 

As Percent o f  Tota l  Exar Cost 

I n f l a t i o n  Index 1.79 1.6 1.48 1.34 1.2 1.08 1 
(43191 = 100) 

Note: I t i s  not poss ib le  t o  ca l cu la te  cost  recovery for  exar ina t ions  s ince the data do not 
p e r r l t  the  disaggregat ion o f  the  t o t a l  cos t  per exar by type o f  exar. 



4NNEX EXHIBIT !6 
COST PER PATIENTIEXBn: Marcabeli Health Center Laboratory, 1390-1991 (Current and Real Sucres) 

Oper a t  ing Costs 258,610 680,547 384,083 454,180 274,011 180,032 180,032 344,728 ..................................................................................................... 
Nuaber of Pa t i en t s  229 346 333 240 337 742 254 354 ...................................................................................................... 
J p e r C o s t P e r P a t i e n t  1 1 3  1,367 1,153 1,892 813 244 7!? 1,130 

Real Oper CostlPatient 2,021 3,147 1,707 2,536 376 263 7!2 1,623 
(P3131 = 1001 

Nuaber of Exams - - 374 826 - 600 ..................................................................................................... 
Ope? Cost Per Exaa - - 733 219 - 476 ...................................................................................................... ...................................................................................................... 
Real Oper Cost/Exaa - - - - 873 236 - 558 .................................................................................................... ...................................................................................................... 
...................................................................................................... 
Capital  Costs - - - 1.!0,832 586,933 - 383,883 ...................................................................................................... 
Oper + Cap. Cost - - - - 454,843 767,765 - 611,304 ...................................................................................................... 
Oper + Cap CostlExam - v - - - 1,216 929 1,073 
-,-----------------------------,-------------------------------------------------------------- ..................................................................................................... 
Real Oper + Cap. - - - - 1,459 1,004 0 1,232 

Cost IExaa ...................................................................................................... ..................................................................................................... 

..................................................................................................... 
Ave. ChargeIBlood Exam 433 433 433 433 633 633 663 
Real Chargel8lood E x u  775 633 64 1 500 760 684 663 
Real Blood Exam Charge - - - - 52.01 68,lZ - 

Rs Percent of Total Exam Cost 

In f l a t  ion Index 1.73 1.6 1.48 1.34 1.2 1.08 1 
(83191 = 100) 

Note: I t  is not poss ible  t o  ca l cu la t e  cost recovery fo r  examinations s ince  the  data  do not 
pe ra l t  t h e  disaggregation of the  t o t a l  cos t  per exaa by type of exaa. 
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