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EXECUTIVE SUMMARY

While Uzbekistan's existing legislation grants the right to operate private businesses, including
pharmaceutical-sector businesses, and while high level government spokespeople, including the
President, publicly endorse privatization, the overall legal and regulatory environment for the
private sector appears to be less favorable now than in the recent past.  

Businesses in the private and commercial sector, especially businesses that depend on imported
products, are greatly affected by the recently adopted regulations controlling and limiting access
to foreign exchange.  Uzbekistan's pharmaceutical sector is based predominantly on imported
products and all contraceptives are imported.  The Deputy Chairman of Dori-Darmon, the joint-
stock pharmaceutical company of which the government owns 30 percent, estimates that 10 to 15
of the 300 companies with current convertibility rights import pharmaceutical products.  If one
estimate of a US$2,000,000 per month total convertibility quota for pharmaceuticals is correct,
then this figure represents trade expenditures of only US$1 per person for pharmaceuticals per
year.  If this rough estimate is even doubled, the new total represents trade expenditures of only
US$2 per person per year.  Since most pharmaceuticals used in Uzbekistan must be imported,
these possible per capita totals seem low and, at best, imply a policy of dependence on public
sector and donor aid sources for a significant part of the population's pharmaceutical needs.

As early as March 1997, the Oily Majlis may enact new legislation to levy an 18 percent Value
Added Tax (VAT) on most consumer goods.  While basic foods will be taxed at a reduced rate of
10 percent and prosthetic devices will be granted an exemption, the current draft of the legislation
provides no relief from the 18 percent VAT for pharmaceuticals or, specifically, for
contraceptives.

Aside from the overwhelming impact on the commercial pharmaceutical sector of convertibility
regulations and the potential impact of the proposed VAT, there are other laws and regulations
that govern the operation of the commercial pharmaceutical sector.  These regulations generally
focus on the following areas:

C Licensure and inspection of retail pharmacies,

C Licensure of pharmaceutical importers,

C Registration of pharmaceutical products and brands,

C Licensure and registration of pharmaceutical shipments to be imported,

C Quality assurance and compliance of imported pharmaceutical products and
brands, and

C Application of customs tariffs to pharmaceutical products. 
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The impact of the regulations governing currency convertibility overshadows the importance of
other laws and regulations relevant to the operation of Uzbekistan's commercial pharmaceutical
sector.  For private sector businesses, the impact of having little or no access to the hard currency
necessary to import pharmaceuticals and contraceptives makes other regulatory issues related to
registration, importation, and distribution almost irrelevant. 

However, the impending legislation that will levy an 18 percent VAT on consumer goods,
including pharmaceuticals and contraceptives, will probably also have a significant impact on the
role of the commercial sector as a source of pharmaceuticals and contraceptives for the consumer. 

The consultant recommends, therefore, that efforts for regulatory reform be concentrated in the
following areas to alleviate the constraints that have an overwhelming impact on the availability
and affordability of contraceptives in the commercial sector:

C Increase the availability of currency conversion for importation of pharmaceuticals,
and specifically for contraceptives; and

C Reduce (e.g., to 10 percent or to 0 percent) the proposed VAT on pharmaceuticals
or, specifically, on contraceptives.

In Uzbekistan, the available mechanisms for changing policies and regulations appear to be
somewhat more limited than in some other countries.  The consultant, therefore, recommends the
following mechanisms to move toward changing current constraints on the commercial
pharmaceutical and contraceptive sector:

C Increase demand for contraceptives to build pressure for change,

C Improve liaison between the United States Agency for International Development's
(USAID) social transition projects and USAID's market transition projects, 

C Identify influentials supportive of the women's reproductive health program,

C Implement government-to-government advocacy.
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1. INTRODUCTION

The Reproductive Health Services Expansion Program (RHSEP) for Central Asia was initiated by
USAID in 1993.  The purpose of this program is to reduce dependence on abortion for fertility
control by promoting safe, modern contraception.  The RHSEP has been implemented through a
team of five global population contractors:  Association for Voluntary and Safe Contraception
(AVSC), Johns Hopkins Program for International Education in Reproductive Health
(JHPIEGO), Johns Hopkins University Population Communication Services (JHU/PCS), Options
for Population Policy (OPTIONS), and Social Marketing for Change (SOMARC).  

SOMARC designed and implemented a contraceptive marketing project, the Red Apple Project,
which is the main component of USAID/Central Asian Republic's (CAR) contraceptive
reproductive health program.  USAID/CAR has invested heavily in SOMARC'S project to
increase the availability of contraceptives through the private sector and, in an effort to ascertain
the project's success, has requested that the Population Technical Assistance Project (POPTECH)
field a two-part evaluation of the Red Apple Project.  The first part of the evaluation focused on
the technical and marketing aspects of the Red Apple Project to date.  Believing that "further
progress in contraceptive marketing in Central Asia is hindered by the lack of a legal and
regulatory climate conducive to market expansion and the development of a viable commercial
sector," USAID/CAR requested that the second part of the Red Apple Project evaluation provide
"an update of the legislative environment and the potential for the commercial sector, especially in
marketing of contraceptives, in Kazakstan and Uzbekistan."

This chapter, which represents the results of the second part of the Red Apple Project evaluation
in Uzbekistan, is organized into three major sections: (1) a description of the laws and regulations
that govern the commercial pharmaceutical sector, (2) a discussion of the significant regulatory
constraints to growth of contraceptive sales in the commercial sector, and (3) recommendations
for interventions to resolve the existing legal and regulatory constraints.
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2. METHODOLOGY

This study is based on information sources that include personal interviews; translations and
summaries of the relevant laws, orders, and decrees of the Republic of Uzbekistan that could be
obtained during the consultant's visit; and reports and assessments prepared by USAID's
contractors and/or various international donor agencies.

The consultant conducted personal interviews with Ministry of Health officials—especially in the
areas of pharmaceutical control; private pharmacy owners; commercial sector pharmaceutical
importers; pharmaceutical distributors and manufacturers; United States Embassy staff working in
the foreign commercial service; and USAID consultants and contractors working in legal reform,
international trade, taxation, and contraceptive marketing.

When available, Uzbekistan's laws, orders, and decrees relating to commercial pharmaceuticals
and contraceptives were collected, translated, and reviewed.  (See Appendix H.)   

The consultant consulted documents prepared by USAID and by USAID's contractors working in
contraceptive marketing and women's reproductive health.  (See Appendix B.)
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3. LAWS AND REGULATIONS GOVERNING THE COMMERCIAL      
PHARMACEUTICAL SECTOR

3.1 Recent Legislation

While Uzbekistan's existing legislation grants the right to operate private businesses, including
pharmaceutical-sector businesses, and while high level government spokespeople, including the
President, publicly endorse privatization, the overall legal and regulatory environment for the
private sector appears to be less favorable now than in the recent past.  

According to one ex-patriate legal advisor in USAID's American Bar Association (ABA) Central
East European Law Initiative (CEELI) Project, Uzbekistan's recently enacted legislation is
moving toward increased government control and diminished rights for private individuals and
entities in such areas as access to information.  For example, new legislation on "Implementation
of Legislation" states that only public associations (government-affiliated) have a right to initiate
legislation and to provide input into new legislation.  This new legislation virtually prevents
nongovernmental organizations (NGOs) from effectively representing the concerns and needs of
their constituencies and from advocating for change.  Another piece of recent legislation that
established the State Anti-Monopoly Organization (SAMO) regulates competition and gives the
government the authority, without judicial intervention, to close companies, seize assets, and
transfer parts of companies to other entities.  Under this same legislation, individuals are required
to "self-incriminate" themselves if they are questioned by the prosecutor's office.  The ABA
CEELI Project must now get permission from the Department of International Relations of the
Ministry of Justice to speak with government officials who the project has worked with in the
past.  Close government control of the media is widely acknowledged.

3.2 Impact of Foreign Exchange Quotas

Businesses in the private and commercial sector, especially businesses that depend on imported
products, are greatly affected by the recently adopted regulations controlling and limiting access
to foreign exchange.  (Uzbekistan's pharmaceutical sector is based predominantly on imported
products.  All contraceptives are imported.)  During the first three quarters of 1996,
approximately 1,400 businesses held patents for conversion of foreign exchange and were thus
able to import products for sale in Uzbekistan.  It is estimated that under the new regulations
governing convertibility, only 300 businesses have been allotted quotas for conversion.  Dori-
Darmon's Deputy Chairman estimates that 10 to 15 of the 300 companies with current
convertibility rights import pharmaceutical products.  

The following table shows the estimate of the possible dollar value of the conversion quotas
currently available to pharmaceutical importers.
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Table 1

Conversion Quotas (US$Value) Available to Pharmaceutical Importers

Importer
US$ Value Per Month
of Conversion Quota

Pharmako 173,000

Iverson 35,000

Business Centre 4,500

Kamilla 73,000

Dori-Darmon 8,000

Jurabek 500,000

Farmaceft 3,000

Pharmed 500,000

Lahissam

IbenSina

Total 1,296,500
Source:  Input from several pharmaceutical distributors.

If this total is arbitrarily increased by approximately US$700,000 per month to cover any
underestimations of quotas and quotas of companies not listed, the US$2,000,000 per month total
convertibility quota for pharmaceuticals represents trade expenditures of only US$1 per person
for pharmaceuticals per year.  If this rough estimate is even doubled, the new total represents
trade expenditures of only US$2 per person per year.  Since most pharmaceuticals in Uzbekistan
must be imported, these possible per capita totals seem low and, at best, imply a policy of
dependence on public sector and donor aid sources for a significant part of the population's
pharmaceutical needs. 

3.3  Potential for Change in Current Foreign Exchange Quotas

A representative of the USAID's project on international trade and the entry of Uzbekistan into
the World Trade Organization (WTO) has stated that it could be up to 10 years before the
Uzbekistan market operates freely.  He also stated, however, that with current constraints on
convertibility, the local market could see "severe problems" in five to seven months.  The
representative believes that it will take such severe problems to persuade the government to make
changes in its currency conversion policies.  To support his opinion, he referred to the President
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of Uzbekistan's recent speeches and to the fact that seventeen foreign ambassadors met with
resistance when they recently called on the President to lobby for changes in the government's
convertibility policy.  He suggested that over time, the desire of the government to enter the
WTO may provide some leverage to develop and adopt a more rational regulatory framework.

3.4 Constraints in the Regulatory Environment

The lack of transparency in the current regulatory environment is verified by ABA CEELI staff
and by pharmaceutical importers.  These importers, for example, can offer no explanation for the
government's decisions on who has been given convertibility quotas and on the amount of each
quota given.  The existence of corruption in the implementation of the existing regulatory
framework is almost universally acknowledged.

3.5 Value Added Tax Legislation 

As early as March 1997, the Oily Majlis may enact new legislation to levy an 18 percent VAT on
most consumer goods.  While basic foods will be taxed at a reduced rate of 10 percent and
prosthetic devices will be granted an exemption, the current draft of the legislation provides no
relief from the 18 percent VAT for pharmaceuticals or, specifically, for contraceptives.  The
drafting of the VAT legislation has taken place over the last two years with USAID-funded
technical assistance from Barents Group.  This proposed legislation now faces a second reading in
the next session of the Oily Majlis (March/April).  According to the Barents Group ex-patriate
staff, this legislation may well be passed at this second reading.

3.6 Laws and Regulation that Govern the Commercial Pharmaceutical Sector

Aside from the overwhelming impact on the commercial pharmaceutical sector of the
convertibility regulations and the potential impact of the proposed VAT, there are other laws and
regulations that govern the commercial pharmaceutical sector.  These regulations generally focus
on the following areas:

C Licensure and inspection of retail pharmacies,

C Licensure of pharmaceutical importers,

C Registration of pharmaceutical products and brands,

C Licensure and registration of pharmaceutical shipments to be imported,
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C Quality assurance and compliance of imported pharmaceutical products and
brands, and

C Application of customs tariffs to pharmaceutical products. 

(See Appendix H for copies of the available, relevant regulations.)  

3.7 Regulatory Process for Importation of Pharmaceutical Products

The process for importation of pharmaceutical products does not appear to be documented in a
single place, but based on the consultant's interviews with pharmaceutical importers, the following
list of steps in the regulatory process for importation of pharmaceutical products has been
developed:

(1) Conclusion of a contract between the importer and the manufacturer of the goods
to be imported.

(2) Approval and registration of the contract by the Ministry of External Economic
Relations (MOEER); this process requires input from several departments
including the "department of pricing" and the "department of demand".

(3) Issuance of a license or "passport" for imported goods:  the license has
seals/signatures from three organizations; MOEER, the Bank, and the customs
service.

(4) Issuance of a "card of import" (an outline summary of the details of the shipment)
that is signed by the Bank and the customs service.

(5) Shipment of goods by the manufacturer along with a certificate of analysis, a
certificate of compliance, and a certificate of origin—all of which are provided by
the manufacturer.

(6) Customs clearance. (As of September 1996, a 1 percent customs duty is levied on
all pharmaceuticals.)

(7) Laboratory testing of samples from each shipment by the Pharmacological
Committee of the MOH.  (A representative of the Pharmacological Committee
indicates that the MOH now has a "contract" with several manufacturers that
allows these manufacturers to import specified products and brands with only
semi-annual laboratory testing, rather than shipment-by-shipment testing.)



9

3.8 Prices Charged by Pharmacies for Essential Pharmaceuticals

According to Dori-Darmon's Deputy Chairman of the Board, there are approximately 4,500
pharmacies in Uzbekistan.  Of these, he estimates that 3,400 are owned privately by individuals or
by groups of individuals (in limited partnerships).

The Uzbekistan government regulates the prices charged by pharmacies on only 20 items of
"urgent necessity"; basic products such as gauze and iodine.  These set prices are quite low;
pharmacy owners say that the set prices for some of these products fall below their cost.  All the
set prices are said to fall below the "market price."

The MOH has developed a list of "vital for health" products, which it reviews annually with the
World Bank.  Contraceptives are not on this list.  According to Dori-Darmon's Deputy Chairman
of the Board, the MOH is preparing a law that will require all pharmacies to stock the products on
this "vital for health" list.  Since the constraints on convertibility will not currently allow the
implementation of this law, the MOH is deferring enactment until conversion constraints are
relaxed.

3.9 New Legislation of Drugs and Pharmaceutical Activity

A new Law of the Republic of Uzbekistan on Drugs and Pharmaceutical Activity is being drafted. 
The draft has been passed to the ABA CEELI project staff and to USAID for comment.  The
current draft, made available to the consultant in a summarized translation (see Appendix H),
appears to be similar to the pharmaceutical legislation of a number of countries.  Two points that
may warrant further comment by USAID are (1) the meaning of Article 3, which states that the
government "provides control for drug prices"; and 
(2) Article 17, which appears to prohibit advertising of medical products.  In a number of other
countries including the United States, some prescription drugs (Rogaine, hormonal therapy for
menopause, and oral contraceptives) are now being advertised in print and broadcast media.   
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4. CONSTRAINTS TO GROWTH OF CONTRACEPTIVE SALES IN      
THE COMMERCIAL SECTOR

4.1 Impact of the Regulations that Govern Currency Convertibility 

The impact of the regulations governing currency convertibility overshadows the importance of
other laws and regulations relevant to the operation of Uzbekistan's commercial pharmaceutical
sector.  For private sector businesses, the impact of having little or no access to the hard currency
necessary to import pharmaceuticals and contraceptives makes other regulatory issues related to
registration, importation, and distribution almost irrelevant. 

However, the impending legislation that will levy an 18 percent VAT on consumer goods,
including pharmaceuticals and contraceptives, will probably also have a significant impact on the
role of the commercial sector as a source of pharmaceuticals and contraceptives for the consumer. 
In the proposed legislation, pharmaceuticals and, specifically, contraceptives are not exempted
from the VAT or assessed a VAT rate lower than 18 percent; some types of goods, such as "basic
foods," are assessed a reduced VAT rate of 10 percent and prosthetic devices are exempt from
the VAT.  

The rate and the amount of the various taxes that must be paid on pharmaceuticals and
contraceptives are major problems from a public health standpoint because of the impact that
these taxes have on the price to the consumer.  The higher the taxes, the higher and less
affordable the consumer price becomes and, therefore, the less accessible the product is in the
commercial marketplace.  Additionally, as the product's cost to the importer increases, its final
profitability becomes increasingly important.  At current levels of demand, contraceptives do not
yield large profits to importers; consequently, importers may be more likely to invest their
available cash in products that will bring a quicker, larger profit.

4.2 Other Legal and Regulatory Constraints  

There are other legal and regulatory constraints that prevent—to a considerably smaller degree
than the two major constraints discussed above—the commercial sector from operating with
greatest ease and at lowest cost to ensure a consistent supply of high quality contraceptives in the
Uzbekistan marketplace.  A major importer with a large convertibility quota reports that the
importation process is no particular problem now that her staff knows the documentation required
and since "the government supports the private sector."  However, a smaller importer with a
much smaller convertibility quota reports that the importation process takes "a lot of effort."  This
smaller importer goes on to say that the most difficult part of the process is obtaining the import
license from the MOEER.  According to the regulation, she indicates, the import license should be
obtainable within two weeks, but, in practice, the process often takes longer than two months.  In
1996, the MOEER issuance fee for an import license was 2,000 soum per contract approved.
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The pharmacy owners that the consultant interviewed reported that the process of obtaining a
license to operate a pharmacy is only "normally" difficult.  The fees charged in the process change
annually, they say.  The required sanitary, health, and fire inspections of pharmacy premises create
opportunities for "irregular" payments to inspectors, but pharmacy owners say that such practices
are never "officially" mentioned.  A visit from the tax inspector is the major threat if one does not
"work properly."
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5. RECOMMENDATIONS FOR RESOLUTION OF EXISTING              
CONSTRAINTS

5.1 Recommended Changes in Current Laws and Regulations

The two most important legal and regulatory constraints to conducting business efficiently in
Uzbekistan's commercial pharmaceutical sector are (1) the current controls on currency
conversion and (2) the about-to-be-enacted 18 percent VAT.  Because these two constraints
overshadow all other regulatory problems confronting the commercial pharmaceutical sector, it
does not make sense to spend programmatic resources in attempting to ameliorate these
secondary or tertiary constraints.   

The consultant recommends, therefore, that efforts for regulatory reform be concentrated in the
following areas to move toward alleviating the constraints that have an overwhelming impact on
the availability and affordability of contraceptives in the commercial sector:

C Increase availability of currency conversion for importation of pharmaceuticals,
and specifically for contraceptives; and

C Reduce (e.g., to 10 percent or to 0 percent) the proposed VAT on
pharmaceuticals, or specifically on contraceptives.

5.2 Recommended Mechanisms for Achieving Change

In Uzbekistan, the available mechanisms for changing policies and regulations appear to be
somewhat more limited than in some other countries.  This government seems, by all accounts,
unusually resistant to persuasion and to learning from the experience of others.  Recent legislation
has significantly weakened the legal standing of NGOs and, therefore, their ability to effectively
represent their constituencies and to advocate for change. (See discussion in Section 3.) 
According to one ex-patriate advisor in legal reform, the MOH "struggles for last place" with
the Ministries of Communication and Transportation in influence within the government.  There
appears to be an underlying reluctance or fear of speaking out in opposition to government policy
among the general population.  Further, the media are closely monitored by the government to
ensure that messages are supportive of government policy. 

The consultant, therefore, recommends the following mechanisms to move toward changing
current constraints on the commercial pharmaceutical and contraceptive sector:
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C Increase demand for contraceptives to build pressure for change,

C Improve liaison between USAID's social transition projects and USAID's market
transition projects,

C Identify influentials supportive of the women's reproductive health program, and

C Implement government-to-government advocacy.

5.2.1 Increased Demand for Contraceptives to Build Pressure for Change

The primary purpose of increasing demand for modern contraceptive methods in Uzbekistan is to
improve the health of women of reproductive age.  A commercial effect, however, may also be
achieved by increasing demand for contraceptive products; increased consumer demand—and,
therefore, increased opportunity for profitability—will encourage commercial sector importers to
devote a larger percentage of whatever convertibility they have to purchasing contraceptives.  

The second purpose of increasing demand is that increased demand for contraceptive products in
an environment of limited supply leads to product shortages.  (Contraceptive supply in Uzbekistan
is limited by available hard currency and lack of donor support.)  Shortages of necessary products,
while seemingly extreme, can be effective in creating pressure for reform that will lead to
increased, sustainable supply in the longer term.  Such supply shortages may increase the impact
of government-to-government lobbying for reform in currency conversion regulations. While the
government has a two to three year supply of contraceptives (as it now does according to the
Deputy Minister of Health for Pharmacology), it will probably feel no pressure for reform. 
Reduction in public sector stocks will increase the government's need for the private sector as a
source of contraceptives.  

The consultant specifically recommends the following:

C Continue the programmatic emphasis on provider and consumer education on the
safety and personal benefits of hormonal contraceptive use,

C Increase the emphasis on advertising in specific sites where contraceptives are
available for sale (for both retailers and consumers),

C Monitor contraceptive stock levels in the public and private sectors.
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5.2.2 Improved Liaison Between the United States Agency for International Development's      
Social and Market Transition Projects

Despite the past levels of liaison among USAID's projects, it appears that renewed opportunities
for sharing of information and priorities are needed.  Some of the technical assistance and advice
given to various agencies of the Government of Uzbekistan (GOU) by some of USAID's market
transition projects (in legal reform, trade and investments, or commercial law, for example) may
not have fully taken into account the social or health needs and objectives identified by USAID's
social transition projects.  By the same token, some social transition projects seem to be unaware
of the regulations being developed with assistance from the market transition projects and of the
information and/or advocacy opportunities offered by these market transition projects.  Issues
such as reduced VAT rates for pharmaceuticals and contraceptives, inconsistent implementation
of regulations, excessive fees for licenses and certificates, and unwieldy importation processes can
be or are already being addressed through the work of USAID's existing market transition
projects.   

Additionally, current policy and regulatory constraints in the commercial pharmaceutical and
contraceptive sector cannot, in the opinion of the consultant, be addressed with full success unless
one agency or contractor is made explicitly responsible for coordinating and initiating activities in
this area.  The consultant, therefore, specifically recommends the following:

C Identify one USAID contractor (perhaps Abt or SOMARC) to develop and
implement a strategy and work plan to achieve policy and regulatory
change that will resolve the constraints on the commercial pharmaceutical
and contraceptive sector;

C Identify one USAID contractor (perhaps Abt or SOMARC) to advocate
for the policy and regulatory needs of the commercial pharmaceutical
sector—and specifically for contraceptive availability in the commercial
sector—among other USAID projects that are providing relevant legal and
regulatory technical assistance to the GOU;

C Implement a quarterly meeting of USAID's social and market transition
projects to report on current activities, to identify policy and regulatory
needs and concerns, and to collaborate where possible, to achieve USAID's
goals; and

C Identify one USAID contractor (perhaps ABA through an "information
coordinator") to alert (while there is still opportunity for comment and
input) all USAID-funded agencies and contractors to developing legislation
and to circulate copies of all new legislation to each USAID's Cooperating
Agencies (CAs).
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5.2.3 Identification of Influentials Supportive of the Women's Reproductive Health Program 
 
In an environment where NGOs have little or no ability to advocate for change, influential
individuals appear especially important in the reform process.  In Uzbekistan, a member of the
advisory board of the Red Apple Project, for example, also sits on the Board of Directors of the
Future Healthy Generation Fund.  This fund is sponsored by the President's wife.  Such personal
connections may be useful in advocating for change in areas of mutual concern among influential
individuals.

5.2.4 Implementation of Government-to-Government Advocacy

While government-to-government advocacy has not proved to be especially effective in working
with Uzbekistan's present regime (See Section 3), pressure for reform at higher levels of the
government needs to be maintained to support efforts for reform at other levels and through other
channels.  Depending on its policy priorities and decisions, USAID management may decide to
present selected constraints that are of the most concern to the Ambassador or other appropriate
high level official for discussion on a government-to-government level.  The consultant
recommends that USAID consider the impact of limited access to currency conversion and the
likely impact of the VAT on affordability of pharmaceuticals and contraceptives as such
constraints.  

The cost of widespread inconsistency or corruption in the regulatory system to overall
development of the national economy should, perhaps, be discussed at this level also. 
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APPENDIX A

Scope of Work 

Evaluation of Reproductive Health Services 
Expansion Program  

M/OP/ENI is requested to extend POPTECH Delivery Order CCP-3024-Q-10-3012-00 Number
19 which was executed on September 30, 1995 by the ENI/OP Office to POPTECH for the
amount of $126,259 for the purpose of conducting an Evaluation of the Reproductive Health
Services Expansion Program (RHSEP) for Central Asia. The estimated completion date for the
order is December 31, 1996. The order is funded under the ENI Health Services Improvement
Project 110-0004. The PACD for 110-0004 is December 31, 1998. It is requested that the DO be
extended to December 31, 1997.  This evaluation originally planned for the RHSEP, in the Fall of
1996 was postponed and the scope of work modified to better reflect the current needs of the
reproductive health program in Central Asia. The results of this evaluation will help the mission
better direct its earmark family planning funds.

I. Background:  High rates of maternal morbidity and mortality among NIS women have been
linked to a dependence on abortion for fertility control. The dependence on abortion is related to
a distrust, both on the part of health providers and their clients, of modern contraceptive methods,
based on previous experiences with poor quality intrauterine devices (IUDs) and side effects from
high dosage estrogen oral contraceptives from the former USSR.  

The Central Asian RHSEP Program was initiated in 1993 to reduce dependence on abortion for
fertility control through the promotion of safe modern contraception. The recent DHS results
indicate success. The RHSEP Program was designed to be implemented with active support from
the mission through a team of 5 Global Population contractors, (AVSC, JHPIEGO, JHU/PCS,
SOMARC and OPTIONS) providing short term assistance on a regular basis. MACRO is also
carrying out DHS surveys in Kazakstan, Uzbekistan and Krygyzstan.  The RHSEP is currently
being implemented in the five republics of Central Asia: Kazakstan, Uzbekistan, Krygyzstan
Republic, Turkmenistan and Tajikistan.  Activities have focused on: technology updates and
clinical contraceptive training; training of trainers; the development of modernized clinical delivery
services; information, education and communication (IEC) programs in modern contraceptive
technology for health providers and the public; reproductive health policy; surveys and
contraceptive social marketing. The RHSEP model has also been followed in Ukraine, Russia and
Moldova in developing Women's Reproductive Health Programs. 

In 1995 an internal assessment of the RHSEP Central Asia program was carried out. Based on the
results of the assessment,  USAID/CAR would like to focus the scope of work of this evaluation
on contraceptive social marketing program which is the main thrust of USAID/CAR’s
contraceptive reproductive health  program. The social Marketing Program also contributes to
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Mission’s strategic objective in market transition and lessons learned from this evaluation will
assist the Mission in developing its FY 1998 strategy for using family planning earmark funds. 

II. Scope of Work: 

The USAID/CAR (Almaty) FY 98 strategy for the RHSEP will focus exclusively on the
contraceptive social marketing program in Kazakstan and Uzbekistan, Kyrgyzstan, and
Turkmenistan and on clinical contraceptive training and related activities in Tajikistan. In Krygyz
Republic new activities will focus on integrating FP in health reform programs. While SOMARC
has initiated some traditional social marketing activities in Central Asia eg: a product logo and
related advertising, the almost complete lack of a private sector and general lack of business
expertise in the CAR countries of the former USSR has required much more effort in developing
the SOMARC programs than in other regions. CAR physicians and pharmacists, as well as their
clients, were unfamiliar and suspicious of modern contraceptives particularly hormonal, based on
their poor experience with products of the Soviet Era. A great deal of effort has been expended
on the part of all the cooperating agencies working in the RHSEP to reach health professionals
and the general public with the latest information on the health and safety aspects of modern
contraceptives. Also in the CAR, pharmacists lacked the management and operational skills to
manage a private business. SOMARC in conjunction with the OPTIONS Project (now closed)
and the USAID funded ABT Health Reform Project has participated in training courses for
pharmacists providing technical information and management skills for the private pharmaceutical
sector. AVSC and JHPIEGO also part of the RHSEP team have provided training in
contraceptive technology, clinical contraceptive skills and clinical services management for
physicians in 33 training sites in the 5 CARs.
 
Further progress in contraceptive marketing in Central Asia is hindered by the lack of a legal and
regulatory climate conducive to market expansion and the development of a viable commercial
sector.
As time and funds are limited for SOMARC activities, USAID/CAR is anxious that SOMARC be
able to progress to the next phase of activities to develop sustainable markets for contraceptives. 

USAID/CAR has requested that the delivery order for the proposed evaluation be extended at no
cost and that the scope of work be amended to reflect the current mission strategy and revised
indicators and results.  On this basis the proposed initial evaluation will be rapid assessments.

Assessment 1: The first assessment will be carried out in mid January, 1997. The purpose of this
assessment is to evaluate the social marketing project in Kazakstan, Uzbekistan and Kyrgysztan. 
This assessment will require two consultants for about 14 days each with combined knowledge
and skills in:

(1) familiarity with the USAID contraceptive or other social marketing programs; and 



A-3

(2) commercial sector development in Central Asia, especially  in  Kazakstan and Uzbekistan and
Kyrgyzstan.

The SOMARC report will provide an overview of CAR SOMARC activities since 1994, on a
country by country basis as well as overall for Central Asia, and overview of proposed workplans
for 1997-98, and a full discussion of the constraints SOMARC currently faces in each country.
The consultants will then develop a report which provides:

(1) A review of achievements to date and how the current program contributes to the Mission’s
wider private sector objectives.

(2) Identification of appropriate directions for USAID/CAR to undertake with SOMARC and
CAR governments to alleviate constraints;

(3) Immediate actions required to remove constraints to progress in developing the private
pharmaceutical sector;

(4) Identification of barriers that are currently either beyond the scope of USAID, the SOMARC
Project or will continue to be a chronic problem;

(5)  Provide recommendations and an implementation plan for addressing the identified barriers.

Assessment 2: Once the achievements and constraints to the social marketing project has been
identified, the second assessment will be carried out to provide the Mission with an update of the
legislative environment and the  potential for the commercial sector, especially in marketing of
contraceptives, in Kazakstan, Uzbekistan and Kyrgyzstan. This assessment which will be carried
out in February 1997 for about 15 days will require expertise of one consultant with knowledge in
legal and regulatory polices related to the imports and sales of pharmaceuticals, contraceptives
and related items.

This assessment will focus on:

1. What are the legal and regulatory policies related to the promotion of contraceptive marketing
in Kazakstan, Uzbekistan and Kyrgyzstan?.

2. Do these policies and legal framework support commercial sector involvement? If so to what
extent?.

3. What are the recommendations for addressing constraints imposed by these policies and legal
frameworks?
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III. Reporting Requirements 

The Contractor shall be responsible for providing:
A draft of each assessment for Mission review, an edited draft incorporating mission comments
within 14 days after mission submits comments, and a final report. 

 
IV. Time Line 

The activities under this Delivery Order are expected to be completed by June 30,1997.

V. Projected Budget

Technical Assistance
Travel/PerDiem Other

Assessment 1-31 days x 2 $68,204.00  
Assessment 2-31 days x 1 $34,100.00   
(Average daily cost $1,100.00 
per day)
 
Communication/Materials $23,955.00
Logistics in the country
Total $126,259.00                                                                        
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APPENDIX C

List of Contacts
(Midterm Evaluation of 

SOMARC's Projects in the 
Central Asian Republics)

KAZAKSTAN 

USAID/Central Asian Republics
Marilyn Schmidt, Director, Office of Social Transition
Jatinder Cheema, Supervisory General Development Officer,
  Office of Social Transition
Linda Andrews, Reproductive Health Program Manager, 
  Office of Social Transition

Ministry of Health, Republic of  Kazakstan
Ivases Ivan Ivasiyevich, Head, Department of Maternal and Child Health
Dr. Saule Nukusheva, Chief Obstetrician-Gynecologist

UNFPA
Dr. Umaiyeh Khammash, Regional Technical Advisor, Reproductive Health

SOMARC
Don Ruschman, Regional Manager CAR

AKBAR  (Advertising, public relations-SOMARC subcontractor)
Aidar Zhumabaev, President

BRIF  (Market Research-SOMARC subcontractor)
Ruzanov Alexander, President
Alexander Sobakin, Programmer

Abt Associates Inc.  (Zdrav Reform Project-USAID contractor)
Barbara Holloway, Deputy Director
Grace Hafner, Pharmacy Consultant
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Pharmaceutical Manufacturers:

Upjohn Pharmacia Company
Dr. Suleimenov Marat, Consultant

Gedeon Richter
Alvira Melikhova, Director, Kazakstan 

Organon Akzo Nobel
Mikhail Mikeladze, Regional Manager

Innotech
Dr. Bolat Jhanturiev, Chief, Kazakstan 

Schering AG
Mark Vdovskich, Marketing Director, Representative

Distributors:

Romat Pharmacy Company
Erlan Karimov, Deputy Director, Almaty Branch
V.V. Grunsky, Deputy Manager, Almaty Branch

Astana Medservice Pharmaceutical Company
Valeriy G. Smirnov, General Director
Dr. Zhanat Umarov, Commercial Director

Interfarma-K
Dr. Audrius Jozenas, Director

Sibpharm
Viktor Schmakov, Director
Galina Zhaleznava, Pharmacist

UZBEKISTAN

USAID/Uzbekistan
David Mandel, Country Representative
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Ministry of Health
Akhror Yarkulov, Deputy Minister

Zamin-Cor
Akram Aminov, Chairman; 
  member, Red Apple Project Advisory Board

SOMARC
Margarita Gokun Silver, SOMARC Manager

NS  (Public Relations-SOMARC subcontractor)
Michael Chumachenko

Flamingo Video  (SOMARC subcontractor)
Rashid Malikov

Expert  (Market Research-SOMARC subcontractor)
Igor Pogzebov

Pharmaceutical Manufacturers:

Gedeon Richter Pharmaceuticals
Elena Lovtsova, General Manager

Pharmacia & Upjohn
Dr. Dilorom Adbullakhodzhaeva, Country Manager

Schering AG
Anvar Aminov, Country Representative

Innotech
Nicolas Mechtcheriakov, Project Chief, Uzbekistan

Distributors:

Jurabek Drug Stores
Munira Qorieva, General Director
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Pharmed
Dr. Ravshan Tashmukhamedov, President

Dori-Darmon
Mansur Isaev, First Deputy Chairman of Board

KYRGYZSTAN

US Embassy/Kyrgyzstan
Ambassador Malloy

USAID/Kyrgyzstan
CJ Rushin-Bell, USAID Representative

Kyrgyz Republic Ministry of Health
Dr. Doskeeva Jumagul, Head, Maternity and Children*s Health Department

Kyrgyz Institute of Obstetrics and Gynecology
Dr. Anara A. Doolotova, Chief, Marriage and Family Advice Bureau

SOMARC
Elena Chernova, Training Logistics Consultant, Translator

AKBAR Company (Advertising and Public Relations-SOMARC subcontractor)
Sharip Alniyazov

Distributors:

Astron Pharmacy 
Mukhtar Sharshenkulovich, Deputy General Manager
Chief Pharmacist (name not provided)

Neman Company  (Distributor)
Osmonbek M. Artykbaev, General Director
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List of Contacts 
(The Legal and Regulatory Environment 

for Contraceptive Marketing 
in the Commercial Sector:  Kazakstan)

USAID
Ms. Patty Buckles, Mission Director
Ms. Marilynn Schmidt, Director, Office of Social Transition
Ms. Jatinder Cheema, Supervisory General Development Officer,
  Office of Social Transition
Ms. Linda Andrews, Reproductive health Program Manager,
  Office of Social Transition
Ms. Ainagul Alimanova, Attorney, Office of Market Transition

U.S. Embassy
Ms. Kalamkas Tuleshova, Commercial Assistant, Commercial Service

Ministry of Health
Mr. Duisekeev Aman Duisekeev, Deputy Minister
Mr. Ivases Ivan Vasilyevich, Head of Maternal and Child Health
Mr. Abdullin Kekesbek Ashimbekovich, Head of the Department of Medicine Supply
Ms. Kusnecova Lariss, Chief of the Department of Medicine
Dr. Nina Kaiyupova, Head of the National Center for Reproductive Health

USAID-Funded Projects
Mr. Terry Murdoch, Senior Advisor, Barents Group, Fiscal Reform Project
Mr. Brian O'Shea, Attorney, Booz Allen Hamilton, Trade and Investments Project
Ms. Salikha Brimzhanova, Staff Attorney, IRIS, Commercial Law Development Project
Mr. Don Ruschman, SOMARC/The Futures Group
Ms. Margarita Gokun Silver, SOMARC/The Futures Group
Ms. Barbara Holloway, Coordinator, ABT
Ms. Grace Hafner, Pharmaceuticals Consultant, ABT

Management Consultant Companies
Mr. Andrei Mager, Business Consultant, Carana Corporation
Ms. Vera Zinchenko, Business Consultant, Carana Corporation
Mr. Vladislav N. Golikov, Head of the Research Group, International City/County Management
Association
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Commercial Pharmaceutical Importers/Distribution Companies
Dr. Audrius Jozenas, Director, Interfarma-K
Mr. Erlan R. Karimov, Deputy Director of Branch, Romat Pharmacy Company
Mr. Valeriy G. Smirnov, General Director, Astana-MedService

NGOs
Ms. Zuriat Sybankulova, Director, Pharmacists Association
Ms. Alevtina Shalamova, Deputy Director, Pharmacists Association

Owners/Operators of Retail Pharmacies
Visits were made to seven pharmacies in locations throughout Almaty

Red Apple Project Evaluation Team
Dr. Rita Leavell, Consultant, Team Lead
Mr. Richard Pollard, Consultant, Team Member
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List of Contacts 
(The Legal and Regulatory Environment 

for Contraceptive Marketing 
in the Commercial Sector:  Uzbekistan)

USAID
Mr. David Mandel, Country Representative

U.S. Embassy
John D. Breidenstine, Senior Commercial Officer, The Commercial Service

Ministry of Health
Deputy Minister for Pharmacology

Dori-Darmon State Joint Stock Association
Mr. Mansur H. Isaev, First Deputy Chairman of the Board

USAID-Funded Projects
Mr. William Klawonn, WTO Attorney, Booz Allen and Hamilton, Trade and Investment Project
Mr. Robert Hilgen, Direct Tax Advisor, Barents Group, Tax Reform Project
Mr. John Fordyce, Indirect Tax Advisor, Barents Group, Tax Reform Project
Mr. Victor Aronow, Attorney, American Bar Association CEELI Project
Ms. Elena Kim, Legal Assistant, American Bar Association CEELI Project
Ms. Margarita Gokun Silver, Country Manager, SOMARC/Red Apple Project

Pharmaceutical Importers
Ms. Munira J. Qorieva, General Director, Jurabek
Owner, Samarkand Importer
Owner, Landel Company
Nicolas Mechtcheriakov, Country Representative, Innotech

Pharmacy Owners and Managers
Abdullah Kore Pharmacy
Iben Sima Company Pharmacy
Dori-Darmon Pharmacy #150
Eid Medical Joint Venture Pharmacy
Dr. Reddy's Laboratories, Ltd.
Iverson Pharmacy
Dori-Darmon Pharmacy #40
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Others
Mr. Georgiy I. Petrunin, Vice-President on Legal Matters, International Law Consulting Firm
FICON

Red Apple Project Evaluation Team
Dr. Rita Leavell, Consultant, Team Leader
Mr. Richard Pollard, Consultant, Team Member
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SOMARC/CAR Budget and Expenditures to October 1996 (US$)

1. In-country Expenditures by Country

Training Advertising PR Research Distribution Office Total Unspent Budget

Kazakstan 53,866 139,043 151,893 53,905 15,000 36,382 450,089

Uzbekistan 76,624 30,747 26,878 20,625 4,800 159,674

Kyrgystan 40,013 40,013

TOTAL 170,503 169,790 178,771 74,530 15,000 41,182 649,776

2. Other In-country Expenditures

Subcontractor D.A. ODC 36,273

Subcontract T.Baugh 35,648

Travel 605,561

Equipment and Supplies 47,386

Other Direct Costs 172,561

Subtotal 897,429

TOTAL IN-COUNTRY EXPENDITURES 1,547,205 769,985 2,317,190

3.  Labor (The Futures Group and consultants) 1,900,277 1,037,308 2,937,585

COMBINED TOTAL 3,447,482 1,807,239 5,254,775

66% 34% 100%

Source:  The Futures Group

No detailed discussions on the budget were possible during this evaluation. The above data is the latest made
available; however, the Futures Group reported that budgets had been largely expended by December 31,

1996.



Appendix E available in hard copy only 



F-1

APPENDIX F

Kazakstan's Customs Classifications 
and Fee Schedules

Table A.1

Customs Fees

Type of Payment
Rate for Services Rendered 
in customs value or in ECU

Levy for customs processing of goods transferred through
the customs boundary by legal and natural persons

0.2%

Levy for customs processing of goods and vehicles
outside designated areas and/or outside working hours of
customs bodies .4%

Levy for storage of goods in warehouses established by
customs bodies for temporary storage

0.04 ECU
Per 1 kg gross per day

Levy for storage of vehicles transferred as goods 3 ECU per unit per day

Levy for storage of goods in customs warehouses
established by customs bodies 0.02 ECU per 1 kg gross per day

Levy for storage in specially-adapted premises (with use
of specific equipment, establishing special temperature
regime, etc.) 0.03 ECU per 1 kg gross per day

Levy for Customs' accompaniment of goods outside the
zone of activities of customs administration 100 ECU

Levy for Customs' accompaniment of goods outside the
zone of activities of customs administration 200 ECU

Levy for information and consultation 5 ECU

Source:  Government Resolution 1061 (August 28, 1996).
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Table A.2

Goods Subject to Excise Tax

Tariff Code Goods Import Rate

2207, 2208, or 2905 All alcohol 3.5 ECU/L

2207, 2208, or 2905 Liqueurs and vodka products 3.0 ECU/L

2207, 2208, or 2905 Vodka 3.0 ECU/L

2207, 2208, or 2905 Fortified drinks, juices, and balsam 3.0 ECU/L

2204 (except 2204.30), 2205, or 2206 Wine 0.8 ECU/L

2207, 2208, or 2905 Cognac 3.0 ECU/L

2204 (except 2204.30), 2205, or 2206 Champagne 0.8 ECU/L

2203 Beer .02 ECU/L

2204 (except 2204.30), 2205, or 2206 Wine-making ingredients 0.8 ECU/L

2402 Tobacco products and other products containing tobacco 2.0 ECU per 1000 units

0301, 0302, 0303, 0304, 0305, or 1604 Sturgeon and salmon, their roe, and delicacies made therefrom 100%

7113, 7102.39000, 7114, 7115 Gold, platinum, or silver jewelry 40%

From 4301-4303, 650692000
Cured and non-cured furskins (except mole, rabbit, dog, deer,
and sheepskins) 50%

From 4301-4303, 650692000
Wearing apparel made of natural fur (except mole, rabbit,
dog, deer, and sheep) 50%

From 4301-4303, 650692000
Overcoats, short coats, jackets and mantles with decoration
made from fur (except mole, rabbit, dog, deer, and sheep) 50%

From 420310000 Clothing made of natural leather 50%

From 701321, 701331, 701391, 940510500 Objects made of crystal, including lighting appliances 50%

From 2709 Cruel oil 7 ECU per ton

From 271000610, 271000650, 271000690 Diesel fuel 6 ECU per ton

From 271000330, 271000350 Gasoline (other than aviation gasoline) 31 ECU per ton

870321-870324, 870331-870333 Passenger automobiles 10-25%

870321900, 870322900, 870323900, 870324900,
870331900, 870332900, 870333900 Passenger automobiles (more than 10 years old) 20-50%

870421, 870431 Lorries with a carrying capacity under 1.25 ton 15%

870421390, 870421990, 870431390, 870431990
Lorries with a carrying capacity under 1.25 ton (more than 10
years old) 30%

From 9303, 9304, 9305
Firearms and gas weapons (other than those for the needs of
State agencies) 40%

Source:  Government Resolutions 1747 (December 31, 1996), 1748 (December 31, 1996).
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Table A.3

List of Goods, Import Whereof Shall Be Carried Out Under License

Name of Goods
Code of Commodity

Nomenclature

The Ministries and
Departments Whose Prior

Approval is Required

Chemical agents for plant protection
3808 (only preparation for plant
protection)

Ministry of Agriculture, Ministry of
Ecology and Bio-Resources

Pharmaceuticals, medical equipment
2936-2939, 2941, 3001-3004, 3006,
9013, 9018-9022 Ministry of Health Protection

Pharmaceuticals for veterinary purposes
and veterinary equipment

2936-2939, 2941, 3001-3006, 9018-
9022 Ministry of Agriculture

Narcotics and psychotropic agents,
venom

According to the List Defined by the
Government of the Republic of
Kazakstan

Ministry of Health Protection, Ministry
of Ecology and Bio-Resources

Enciphering devices (including
enciphering equipment, parts for
enciphering equipment and software for
enciphering), instructive and technical
documentation relating to enciphering
devices (including both design and
maintenance)

8471 (only enciphering equipment),
847330000, (only to enciphering
equipment), 854390900 (only for
enciphering equipment)

CNS, State Technical Commission of
the Republic of Kazakstan on the 
Protection of Information

Devices for protection from combat
poisonous substances, components and
accessories therefor

According to the List Defined by the
Government of the Republic of
Kazakstan  Ministry of Defense

Instructive documentation relating to
products of military designation (design
and operation)

Ministry of Defense, State Technical
Commission of the Republic of
Kazakstan on the Protection of
Information

Powder, explosive devices and
pyrotechnics

360100000 (except for hunting powder)
360200000, 3606, 3604 Ministry of Internal Affairs

Industrial waste 2618-2620, 3915 Ministry of Ecology and Bio-Resources

Opium Raw Material 1211909 Ministry of Health Protection

Service and civil armaments

According to the List Defined by the
Government of the Republic of
Kazahkstan Ministry of Internal Affairs

Special technical devices intended for
performance of special operative and
investigation efforts, devices for
protection of information, other devices
of double application (including parts
thereto, software), instructive and
technical documentation relating to
special technical devices (including
both design and maintenance)

8301, 8517, 8518, 8520, 8521, 8525,
8526, 8527, 8528, 8531, 9013, 9022
(only special technical devices, devices
for protection of information and other
devices of double destiny) 8529, 8543
(only for special technical devices) Committee for National Security
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Table A.4

List of Goods, Import Whereof Shall be Carried Out with the Permission of the Government of
the Republic of Kazakstan

Name of Goods Code of Commodity Nomenclature

Armaments and military equipment, special components for
their manufacture, works and services in the sphere of miliary
technology collaboration

871000000, 8802 (except for 880211100, 880212100,
880220100, 880230100, 880240100), 8803 (except for
880310100, 880320100, 880330100, 880390910),
880400000, (only the military designation), 8805 (except for
880520100, 890600100, 930100000, 930200, 9305 (only to
combat arms), 9306 (except for 930610000, 930629100,
930629200, 930629100, 930629200, 930629400,
930630910, 930630930, 901310000 (only the military
designation), 901320000 (only the military designation),
901380000 (only the military designation), 9014 (only the
military designation), 8525 (only the military designation),
8526 (only the military designation)

Nuclear materials, technologies, equipment and installations,
special non-nuclear materials, sources of radioactive radiation,
including radioactive waste

2612, 2844, 2845, 380110000 (only nuclear pure graphite),
8401

**Although not noted in the summaries, the current fee for obtaining a license for the importation of
pharmaceuticals from the Ministry of Industry and Trade (MIT) is 20 times the "monthly evaluation
index" or about 11,000 tenge currently.  Resolution No. 1127 (April 16, 1995).  In order to obtain a
license from MIT, the importer must first obtain an approval from the Ministry of Health Protection.  The
USAID Trade and Investment Project was advised on 20 February 1997 by a representative of that
ministry that a fee of US$13 is charged for such approvals.  The project was not able to confirm the
legislative basis for this fee.
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