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THE PRIVATE ENTERPRISE INITIATIVE IN HEALTH

1. Introduction:

Good health and freedom from disease are major components
of the quality of life and a healthy population is necessary
for increased productivity and economic growth. Health,
therefore, is a major objective of development assistance.

Over the past decades, the eradication of diseases such as
smallpox, the comntrol of malaria, the use of oral vehydration
therapy in preventing infant deaths from diarrhea, the
extension of primary health care and family plsnning to many
rural areas, have all had a noticeable impact in decreasing
mortality and morbidity in less-developed countries (LDC's).
However, far more remains to be done if health in LDC's is to
improve to levels more commonly found in industrialized
nations. The task is great because the major health problems
of LDC's are not medical problems. They often involve
environmental factors that are dependent on economic
development. For exemple, in many LDC's, until population is
controlled, and until people have adequate diet, water,
sanitation, and education, health status cannot be significantly
improved.

Although the explosive growth in new biotechnologies

promise impressive new techniques for improving health in LDC's



in the future, as yet, many of the most basic available
technologies and know-how remain unutilized or under utilized
in most LDC's. This is so because the capital and skilled
manpower necessary for the transfer of technology, its
adaptation to local conditions, and the facilities and
organizations for the delivery of health care and services to
the majority of people in poor countries, are astronomical in
comparison to available resources. Thus, the crisis in health
care in most LDC's comes not frow a lack of knowledge about
what needs to be done, but from finding the resources to do it,
and organizing delivery mechanisms that deploy them efficiently
for maximum impact cn targeted beﬁeficiaries.

Assistance from foreign donors, including AID, represents
but a small and dwindling fraction of health expenditures of
most LDC's. This suggests that AID can at best play only a
supportive role vis-a-vis indigenous efforts. As the Foreign
Assistance Act points out, the ultimate responsibility for
health status in a country must remain with its people and

their government.

1.1 The Health Sector in LDC's:

In a free market system, the provision of '"personal” goods
and services (e.g. most types of curative care and some
preventive care where benefits accrue directly and primarily to

the individual) can be left to a market mechanism that is

regulated to ensure competition and consumer protection. Of

course, groups of consumers may find it advantageous to band
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together into collectives to achieve efficiencies in
distributon or to improve their bargaining with suppliers. The
appropriate role of governments (local or national) in such a
system is to provide 'public" goods (e.g. the eradication of
mosquitos), where marginal costs are zero and a mechanism to
enforce prices does not exist; to subsidize the consumption of
goods with significant externalities (e.g. family planning,
education, immunizations); and to ensure fair trade and
competition.

However, the poor majority in most LDC's have traditionally
been unable to access or afford adequate health care and as a
result the the Ministries of Health (MOH's) in most LDC's
(except in some Latin American countries with significant
social insurance programs) have assumed a major role in the
provision of not only public, but also personal health care
services to the people.

The MOH is the major provider of health care in many LDC's,
owning, particularly in African and Asian countries, as much as
80% or so of hospital beds and primary health care centers.

LDC governments allocate anywhere from 3 to 9% of their budget
on health and these amounts are unlikely to increase
significantly due to competing priorities. These amounts are
woefully insufficient to provide adequate health care for all.
Furthermore, the bulk of the government expenditures for health

are spent on capital intensive curative facilities including

/

expensively equipped large hospitals in major cities. The

budgetary allccations for these curative services cannot cope’



* Studies by Professor Carl Stevens for the Near East Bureau.
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with the increases in population and the rising demand for
health care. Consequently, curative services offered by the
MOH in wmost LDC's have poor geographic distribution, and are
plagued byshortages of trained personnel, shortages of
supplies, deteriorating equipment, inefficiencies, and
overcrowding.

Furthermore, the MOH pays inadequate attention to its more
critical role, i.e. the provision of "public" and preventive
health services.* Thus, as incomes rise, populations increase,
and the awareness of the benefits of modern health care
spreads, there is a growing demand for improved health services
among the working poor. Since this growing demand for improved
services is not being met by central government bureaucracies,
there is a need for promoting private enterprise and
community-based approaches to health.

Although the MOH is the major health provider there usually
exists in most LDC's a significant private sector accounting
by some estimates for as much as half or more the total
expenditures on health. The health private sector includes
pharmacies, health co-operatives, PVO's, programs of large
corporations (particularly multinational corporations) to
provide health to their employees, etc. However, in most
countries, private sector health consists primarily of private
hospitals and individual practices (in major urban areas) which

cater to the more affluent class, and an assortment of

traditional practitioners and quacks of varying degrees of

efficacy serving
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the poor or uneducated in both rural and urban settings. There
1s a significant gap in the development of private sector
mechanismsthat can provide improved low cost health care to the
working poor on a self-sustaining basis. (e.g., in spite of
the enormity of health problems, total expenditures on health
are less than 3% of GDP in most LDC's compared to over 107 in
the U.S.)

Thus, apart from strengthening existing institutions by
helping them to improve their effectiveness and efficlency
through better management, and to expand their services based
on market analyses and new technology, AID has a significant
high impact role to play in promoting new self sustaining
private or community based enterprises that provide improved

health care to the working poor.

1.2 Balance Between Preventive and Curative Services:

AID must provide assistance not only for preventive
services but also for promoting private enterprise ventures in
curative health services as well. Since prevention often
requires an enlightened and longer term perspective, the demand
for preventive services can develop more fully only as income
and education (particularly health education) levels rise and
as more and more people become familiar with science based

curative services.
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As a country progresses, infant and adult mortality decline
and the disease risk shifts from predominantly acute and
infectious, to one with more chronic conditions and higher
morbidity, as more and more persons survive diseases that once

were fatal. Hence, as one report* words it:

"This growing and shifting morbidity pattern requires that
curative health services be developed and maintained in
parallel with preventive health services. The notion that
prevention vigorously applied can do away with or even
substantially decrease the need for most curative and
hospital services is exaggerated. Furthermore, the relief
of pain and suffering (whether or not pain and suffering
were preventable) is legitimately demanded by all people
everywhere. That demand warrants being fulfilled through
the development and support of curative health services.
Such curative services, Properly managed and integrated
with preventive services, are supportive of and strengthen
preventive health services. 1In fact, if curative services
are perceived by the population and political leaders as
needlessly inadequate, there will be neither consumer
1emand nor budgetary support for preventive services. The
support of currative services, including carefully selected
referral services, is not only humane, but also necessary
For the development and maintenance of adequate preventive
services."

2 Consistency with the Foreign Assistance Act:

There is a growing recognition that in most countries,
including LDCs, the indigenous private sector has a major role
in improving the health status. Thus, promoting the growth of
the health-related private enterprises is an effective way for
AID to meet its developmental objectives in health and indeed,
as Figure 1 points out, to carry out the full intent of the New

Directions Mandate.

*'A Review of Health Issues in Southern Africa", Family Care
Tac. & Africare. Submitted 1/30/79 to AID.



Figure 1

Consistency of the Private Enterprise Initiative with FAA

Sec. 101 Major Goals of Assistance

1. Emphasizes assistance to the world's
poor majority.

2. Promotion of self-sustaining growth

3. Enhancing individual economic rights.

4. Integration of LDCs inio the world
economy.

Sec. 102a. Has phrases such as:

Need for marshalling their own economic

and human resources; facilitate access

to private capital markets, investments,
technical skills; expand productive
investment and services to towns and

rural areas; growth through productive work.

Sec. 102b

Cooperate in development to the maximum
extent through the private sector;

To maximum extent possible involve U.Ss.
private investment;

Encourage regional cooperation.

Comments

Poor majority includes
middle income in many

LDC's because they are
poor in absolute terms.

Support private _
enterprise initiative.

Supports joint ventures
with U.S. firms."

Support private
enterprise initiative.

Emphasizes private
enterprise initiative.

Supports joint venture
with U.S. firms.

Needed for economies of
scale in some ventures



Sec. 104c¢

-- Emphasize self-sustaining community
based systems

-- Projects that can be replicated
a broad scale.

-- Integration with other programs
in nutrition, etc.

Sec. 104d.

Emphasis on services to the poorest
particularly mothers and infants
using paramedics, health posts,
commercial distribution.

Sec. 128 Bread for the World Amendment

407 of AID to absolute poor. This should

should not include research unless
directly or primarily useful to the
absolute poor.

According to the testimony,
the motivation for this clause was
to move AID away from aiding bureau-

cracies to the poor themselves.

Private firms have to

be self-sustaining and
responsive to local
markets. PRE definition
of private firms includes
community based firms.

Only self-sustaining
projects, i.e., private
sector ventures, can be
replicated broadly.
Otherwise more and more
(LDC) taxes or foreign
assistance may be needed
to subsidize accelerating
recurrent costs and
growth.

Marketplace does the
integration for private
enterprise initiatives.

Difficult for for-profit
firms, PVO's or community
organizations can play a
major role here.

AID already does more
than 407. Absolute

poor includes middle
income in many LDCs.
Private enterprise
strategy emphasizes low
cost services.

Private enterprise
inititiatve emphasizes
assistance to operating
businesses and
de-empahsizes research
studies.

Private enterprise also
de-emphasizes aid to
central government

bureaucracies and
emphasizes provision of
goods and services
through businesses.
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In the past, the New Directions Mandate has often been
interpreted by AID officials as an emphasis on serving ''the
poorest of the poor." As figure 1 illustrates, the language of
the Foreign Assistance Act, on the other hand, is fairly clear on
its emphasis on private enterprise and self help measures and
refers to the needs of the "poor majority" (i.e. inclusive of
middle income anu working poor) rather than the poorest of the
poor. Further, even the more "liberally" motivated Bread for the
World Amendment uses the term "absolute poor" as defined by WHO
(i.e. poor by world standards) rather than the more restrictive
term ''relative poor" referring to the poorest fractile in each
country. - Absolute poor, according to WHO, includes a majority of
the people in many AID countries (and as much as 86% in Bangladesh

or 72% in Haiti) .

Serving the poor is a worthy and humanitarian AID objective
and assistance to alleviate the suffering of the poor,
particularly through PV0's and indigenous charities, should be
encouraged and included as a part of AID strategy. However, given
limited resources, the emphasis should be on providing the very
minimum to as many people as practical since the free provision of
health services entails substantial recurrent costs and it is not
an effective long term solution for fostering growth and
development. Food and shelter for survival, emergency care, and

jobs, not improved health, is the preoccupying concern of the very

poor.
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The private enterprise approach, on the other hand, emphasizes
self-help and self-financing haalth programs, particularly among
the working poor and their farilies, i.e. where there is some
income to support services and where there is an effective demand
tor health care. Further, if the health services discussed on
this paper ave carefully targeted, they would include services to
significant and increasing portion of the very poor as well.

Hence, PRE recommends that AID also emphasize promoting self

© ———

sustaining health services (among: the working poor in the short

term) as part of its overall long term developmental strategy.

3 The Private Enterprise Approach to Health Sector Assistance:

3.1 Objectives:

The private enterprise approach to health assistance seekg
to improve health care delivery to the poor majority in LDC's
by promoting the growth of indigenous health related private
enterprises and improving the management (and thereby the
productivity) of existing (both private sector and government)
health providers. The objectives of the private enterprise
initiatives are to:

1 Convince the Ministries of Health in appropriate LDC's of
the significant contribution the private sector can make

(including the leverage and other advantages it offers) in

the delivery of health care services. Further, to

encourage and assist the MOH in removing barriers and
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creating a favorable climate for promoting the growth of
private or community based enterprises ----- i.e.,
enterprises which can complement its own efforts in
providing public health and improved services to the poor
majority.

2. Promote and assist the start-up of new self sustaining
private enterprises or community based ventures in health
care delivery, either directly, or through financial
intermediaries, credit institutions, etc.

3. Strengthen existing private sector enterprises that provide
health and assist them in growth and expjansion of their
services to larger/poorer segments of the population.

4. Improve the management and organization of existing
parastatal insititutions (e.g. encouraging decentralization,
divestiture, sound business practices) so that they may
lmprove their effectiveness and efficiency (i.e. improve

quality, increase capacity utilization, lower costs).

3.2 Design of Private Enterprise Projects:

Not all of health care, as argued earlier, belongs in the
private sector. Private enterprise opportunities exist
primarily in the provision of ""personal” health care goods and
services. Provision of public health services or the promotion
of health consciousness, hygiene, and good nutritional habits

are public goods for which the MOH must take the lead.

However, even in the public sector, private enterprises may

have significiant opportunities to serve as sub-contractors, -
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managers, or suppliers. For example, the purchasing, leasing

and maintenance of hospital equipment (including that in

facilities owned by MOH) could be a viable business which would
be worth promoting it if improves the efficiency and quality of
hospital care to the people.

Some services like public latrines in a village may be
considered private goods from a central government perspective
but are a '"public'" good at the local community level. This too
could provide an opportunity for a busines venture, i.e., to
manufacture and install latrines in rural areas, selling them
to each community as a whole, which in turn raises the revenue
through taxes, contributions, or fees. The appropriate role
for the MOH, in this case, would be to launch educational
programs that communicate the impact of sanitation on health
(and thereby stimulate demand) or to assist the entrepreneur or
the communities in obtaining credit for financing installment
sales.

Apart from jobs and rising incomes, the evolution of a
vigorous private sector in health in any country requires:

a). An expansion of the demand for health care. This may
require investments (in consumer education, promotional
subsidies, transportation or other infrastrue;;fé)whhich

- thé ‘entrepreneur may not be able to recoup if competitors
can freely enter once the market is developed. Hence these

investments are an MOH responsibility in cases where there

are no barriers to market entry. Alternatively, the

government could grant temporary .or partial
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exclusivity/monopoly to an entrepreueur for developing the
infrastructure or market demand. Apart from the public
investments, the market for health cére can also be
increased through ventures that provide for consumer
credit, through appropriate pricing strategies, through
broader and more efficient distribution, etc.

An expansion of the supply for health care products and
services. (Increased supply and availabiliy or lower
prices would increase demand and consumption.) This may
involve improvements in the business climate of the LDC,
investments in productivity improvement or in new
manufacturing or service facilities, attracting foreign
investment and technology, training professionals and para-
professionals, Government divestiture and decentralization
Or community takeover of MOH run facilities. etc.
Promoting in LDC's the growth of viable suppliers and
Support organizations (to the health care delivery
industry) including health consultants, hospital ﬁanagement
companies, equipment leasing, etc. This is all the more
important since in most LDC's, much of the health care
delivery is currently in the public sector.

All the examples listed in section 5 fall in one or other

of these categories.
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3.3 Eligible Institutions:

Thus, unlike the top down centralized planning and the
comprehensive natioral health systems operated by the
Ministries of Health (MOH), the private enterprise initiative
in health will emphasize assistunce directed to the creation
and growth of individual health-related businesses in the
indigenous private sector. Project proposals will be solicited
from both for-profit and self sustaining not-for-profit health
providers (such as consumer cooperatives, employee health
programs of corporations, etc.). Pr..osals that build on the
programs and available infrastructure of existing institutions
will be encouraged in order to reduce costs, redundancy, and
business risk. Furthermore, since the projects should
complement rather than duplicate existing MOH services,
participation in projects by parastatals or government programs
(and also other donor programs) will also be considered. In
Some cases, concurrent proposals may be solicited for a group
of synergistic or interrelated businesses, or assistance may be
given to MOH or PVO's to carry out public health programs that
complement a particular private enterprise venture. Further,
proposals will also be solicited for projects directed to
improving the productivity of existing health institutions and
put them on a more self-sustaining basis, or permit them to
ilmprove or extend services to more people.

While AID focus will rightly be on developing indigenous

private enterprises in LDC health sectors, joint ventures with
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U.S. firms as minority shareholders may also be eligible for
PRE assistance in cases where the U.5. firm's technology,
management know-how, or market access can contribute
significantly to the venture. Most LDC's lack foreign currency
and joint ventures, as well as opportunities for countertrade
or barter, may provide possible ways of overcoming foreign
exchange barriers to LDC imports of needed health technology,

products, and services.

3.4 Types of Assistance:

The private enterprise initiative will emphasize well
focused projects that directly or indirectly (e.g., through a
financial intermediary) increase the supply of specific
health-related goods and services. Loans provided to business
ventures will require equity participation by the entrevreneur
(or confinancing by the intermediary if loans are provided to
it for on-lending) in order to ensure realistic appraisal of
opportunity, sound business planning and high performénce in
project implementation. Management training projects may also
be eligible, if directed to training health providers in cost
control, asalysis of market needs, pricing, and financial
planning (in order to improve their performance and ability to
access capital markets). Studies will te funded if necessary
to evaluate the feasibility of specific. ventures or to conduct

market tests or operational experiments (where one learns by

’

doing) in order to improve management.
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Focus on the development and commercialization of specific
¢cpportunities is a microeconomic approach that would complement
the macro policy and national systems approach of the MOH and
would lead to enterprises that are decentralized, that adapt to
local markets and conditions, and that are more likely to
expand or be replicated if successful (rather than be limited

by budgetary constraints).

3.5 Selection Criteria:

Because the various health care market segments and
services are interrelated (e.g., sanitation and health
education), coordination among projects and with existing
programs will be encouraged. Ventures in all market segments
will be eligible for assistance and the evaluation will be made
on a project by project basis by assessing the proposal venture:
(1) As a self-sustaining business, i.e., in terms of market
size and penetration, sources of revenue, pricing
policies, cost effectiveness or competitiveness, market
tisk, technological uncertainty, growth potential, synergy
with other projects, etc. Also, stréngths and weaknesses
of the entrepreneur such as motivation, experience,
infrastructure, fit with existing businesses, management
skills, stability, etec. -

(2) 1Its consistency with AID objectives and its potential

impact on improving health for the poor majority. For

example, preference will be given &o high volume low-cost
and critically needed pfoducts (rather than expensive and

specialized care) affordable by the middle income and
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working poor rather than only the rich. Innovative high

impact ventures, or ventures that have potential for

growth/replication (without large and continuing
subsidies) will be encouraged, even if the business risk
is large. (Indeed, too low a failure rate on AID loan
portfolio may be an indication of excessive conservatism
rather than high performance.)

(3) The amount of AID assistance requested (so that AID can
maximize the impact of its limited resources.)*

Requiring a proposed venture to be self-sustaining to the
extent possible is necessary to motivate efficiency and high
performance, and to increase the likelihood of both continuing
survival and the replication or growth that extends service to
larger/poorer segments of the population. Further, such a
requirement would tend to deemphasize the reliance on mere
commodity transfers and channel assistance moré directly to the
transfer of managerial and technical skills which are the prime

engines of developmental growth. (Also, in supplying these

* While quantitative assessment are unlikely to be available,
in choosing among independent projects, PRE may make (informed)
subjective guesstimates in order to relatively rank projects
with a "return on AID investment" criterion as follows:

where n = expected number of consumers served eventuall

zill)

if successful csveesseressnes.(in market segment

P = probability of success......................(")
t = a time discount factor.......................”

U = value of health product to the consumer....,."
W = weight, higher fer poor consumer segments.,.."

€ = unit cost of providing the health good/service."
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skills, AID will be transferring those resources for which the
U.S. enjoys a distinct comparative advantage.)

Priority will be given to ventures that promote or respond
to the evolutionary growth in markets for health care rather
than projects that attempt to immediately provide comprehensive
health services for all. This would ensure that the services
offered are integrated with the process of overall development
and that one is not offering services that cannot be supported
(e.g., due to lack of trained personnel or tramsportation) or
services that are unlikely to be utilized (e.g., due to lack of
consumer education).

Thus, the private enterprise approach focuses attention on
taking one step a* a time and doing limited things well, rather
than failing at ambitious goals. Limiting the objectives
initially to fulfilling the demand for established
(commercially viable) products and services or to serving the
middle-income, the working poor, and the more accessible
geographical lncations (e.g., semi-urban) may prove the most
cost-effective strategy for reaching the absolute poor. Such a
strategy would permit the necessary facilities and service
operations/ business organization to be already in place and
paid for from sales revenues. The existing business would then
find it cheaper (and could be more easily motivated/induced) to
provide improved or more comprehensive services, or extend

services to poorer or more rural areas since it could take

advantage of economies of scale or lower marginal costs, and
market segmentation (i.e., offering various levels of sevvices

and/or charging diffe;gnt Prices to different market segments).
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3.6 Role of Subsidies:

AID should make it clear as a matter of policy that:

-- The MOH, and not AID, has the major responsibility for
subsidizing health care where necessary; that AID
subsidy can only be a temporary measure or a catalyst;
and, as far as possible, the MOH shuuld be encouraged
to share the cost in any AID subsidy .

-~ There must be a clear rationale for the subsidy and it
must be well targeted so as to ninimize market
distortions.

Although the emphasis will be on self-sustaining projecﬁs,

AID grants and subsidies may often be necessary, for public
goods and for institutional building, training to upgrade the
skills of health workers, infrastructure, etc. For example,
promoting health awareness among the rural poor with travelling
'health fairs' is something AID and the MOH might together
subsidize since it would increase the market for health and
preventive services.

Until poverty is reduced substantially, consumer subsidies
(even for '"personal" health products and services) may also be
necessary for humanitarian reasons, to population segments too
poor to afford an urgently needed basic health care product or
service. However, because government resources are limited,
such services can seldom be provided for free to all the

needy. Hence, if the demand has some price elasticity, and

given limited resources (and therefore inelastic supply), even

partial cost recovery (where it can be achieved cost

effectively) is better than free distrihurian
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because it would lead to more judicious use and distribution,
and because the revenues would permit expansion of the services
to more people.*

Subsidized care provided for humanitarian reasons to a
target population of absolute poor (under Sction 128 of FAA)
can also be accomplished by piggy-backing on an existing or
Proposed business because of lower marginal costs and ability
to price discriminate. A grant could simply be made to an
existing or proposed venture for charging a lower price, to a
targeted group of poor users, and making up the difference with
a subsidy. The subsidized product/service ought to be
differentiated (e.g. through less added features or simpler
packaging**) if possible, if distribution of the subsidized
Product to those that can afford to pay the full price is to be
minimized. (Alternatively, the advantages and disadvantages of
distributing discount coupors or "health stamps" to the poor
may be evaluated.)

Temporary subsidies or even giveaways may also be
justified if they are deemed necessary to test a new product,
to overcome consumer uncertainty or resistance to a newly
introduced product or service (e.g., contraception/), or in

cases where the benefits are long-term or not readily apparent

*The MOH and PVO's should be encouraged to promote increased
charitable giving and include partial cost recovery in health
care operations. However, direct and expensive interventions

by AID to establish cost recovery schemes can be justified only
where the income potential is large (not,as AID found’in the
mountain villages of Nepal).

**For example, colored or ribbed condoms for sale versus
subsidized ones that are plain and unlubricated.
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to the consumer (e.g., nutritional products). In these cases,
the subsidy may be regarded as an investment in developing the
latent demand for a significant product and a trade-off may
exist in the extent of subsidy and speed of market
penetration. However, if the value of product or service can

be communicated to the consumer without a trial experience (or

a demonstration of effectiveness), then subsidizing greater
consumer education and promotional activities may be the
preferred/cost effective alternative. Early adoption among the
more affluent users would facilitate sales to the poorer
segment which may be selectively charged a lower price, if
necessary. tEvaluating the appropriate trade-offs between
price and market penetration, or between price and media
expenditures, need not warrant separate studies. The
evaluation can be conducted by including operational
experiments (i.e., varying price, promotion, or service) in the
design and implementation of ongoing projects.]

If the venture is subsidized with grants, however, the MOH
should be encouraged to share in the cost (particularly if the
MOH is providing the same service at other locations on a
subsidized basis) and the venture proposal should include a
long-term business plan showing projected deficits and how
recurrent costs will be met once AID assistance is terminated.
Also, details must be provided on the purpose of the subsidy,

how it works, the target p0pu1ation,‘and the incentives and

disincentives it has for efficient allocation of scarce

resources, or the distortions it may create in the market place.
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It should be the responsibility of the MOH to provide
partial subsidies for goods with significant externalities,
i1.e., goods where others also benefit as a result of an
individual's consumption of the good. For example:
innoculating everybody against some infectious disease may be
more than twice as effective as innoculating only that half of
the population which is willing to pay for it; the welfare and
service burden on all taxpayers and society is decreased as a
result of a poor family's use of contraception. In deciding
whether to subsidize and the amount of subsidy, the MOH must
(at least qualitatively) assess: |
(1) the significance of the externality;

(2) price elasticity of demand (i.e., impact of subsidy on
increasing consumption);

(3) distributive efficiency (e.g., if milk is subsidized, the
rich may consume a lot more of it rather than it going to
more poor children due to supply constraints or cultural
factors);

(4) opportunity cost of the subsidy, i.e., using the subsidy

monies for some other more useful public purpose.

3.7 MOH Policies

Within the existing policy and economic framework of most
LDC's, there exist significant opportunities for private

enterprise ventures that may be undertaken with the support or

concurrence of the MOH. However, if the success of the private

enterprise initiative is to be more pervasive throughout the -
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health sector, it will often require a change in existing
government policy. Specifically, these changes may include:
increases in the health budget, greater allocation of MOH
resources on public health issues (such as epidemiology, vector
control, health education) and less on curative services,
divestiture, decentralization (or local control) of facilities
and programs (e.g., reliance on loans and matching funds
grants, or capitation based on income levels, to local
institutions/governments rather than direct provision of
services*), tax incentives for alleviating shortages and
improving geographic distribution, removal of unnecessary
constraints or regulations on health providers**, increased
regional cooperation on specific health programs and joint
ventures in manufacturing and research.

While a continuing dialogue with the Government on
economic philosophy is necessary to bring about change, major
policy revisions are unlikely to be effected abruptly and on
the basis of generalities. This implies that some private

enterprise proposals in health may encounter specific LDC

*This would promote greater effectiveness and efficiency
through either control or voice by local users as in a
cooperative, or availibility of competing choices for consumers.

**As the role of the private sector in health grows, the MOH
may need technical assistance in strengthening its programs for
consumer information (or education) and programs ifor consumer
protection including those for accreditation, quality. control
and standards, prevention of monopoly pricing or malpractice,

etc. Such activities, although not discussed in detail at
present, are necessary for a viable private sector in health.
Technical assistance for them should also be an integral part
of AID's private enterprise strategy.



-2~

policy barriers. AID can use these examples as opportunities
to discuss the removal of the identified barriers particularly
in view of the expected (and more easily demonstrable) benefits
of the proposed projects. Thus, the project specific private
enterprise strategy will also provide AID with an effective
basis for negotiating incremental changes in LDC policy that
improve the climate for the growth of the private sector in

health.

4, PRE Role:

PRE's budget to further the private enterprise in health,
1s small in comparison to the overall spending on health.
Further, PRE's resources and capabilities lie in business and
finance rather than the technical aspects of health (and health
related R&D) or the detailed knowledge of the local health
needs and conditions in each country. Hence, the major role
PRE expects to play is a supportive one, assisting the missions
and bureaus to further the private enterprise initiative in
their own programs. To do this, PRE will provide:

1. General assistance - in incorporating a business

perspective in AID health programs and assisting the
missions/bureaus to identify opportunities or develop a
private enterprise strategy for health.

2. Project Funds - to selected proposals for health related

Private enterprise ventures (in target countries) that can

be replicated broadly if successful.
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3. Project Development -- explore with the missions/bureaus

new private enterprise approaches to projects in specific

areas of health care.

4.1 General Assistance:

The most important contribution that the private
enterprise approach (and PRE) can make to AID's health programs
is to promote sound management analysis and business planning
in the generation, design and selection of AID's health
projects and programs in order to maximize their long-term
impact on health and development. These management techniques
include demand analysis,marketing (including pricing) and
distribution, operations analysis, managerial accounting, long
range forecasting and planning, sensitivity analysis, financial
planning, etc.

To assist AID missions and bureaus in developing a private
enterprise approach to health, PRE will:

1. review and help in the development of the health component
of their CDSS strategy;

2. develop a format for analysis of private enterprise
ventures in health (see outline in Figure 2); review
health PIDs and recommend ways to incorporate the private
enterprise initiative in the design of the project.

3. assist the S&T Bureau in developing a patent policy and

including in the PIDs a strategy for the commercialization

and dissemination of the results of R&D.

4, conduct seminars, workshops, and provide consulting

___aSSiStance_mm.ﬁto impar §8 skills ta AID health etaff
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FIGURE 2

FRAMEWORK FOR IDENTIFYING & EVALUATING

PRIVATE ENTERPRISE OPPORTUNITIES IN HEALTH

U.S. HEALTH/

LDC HEALTH INDUSTRY

TRIE LDC ENVIRONMENT
Products Demographic factors Existing services/products
offered by
Services Epidemiological studies Private firms
Technology Cultural factors PVO's
Management
skills Political & social climate Government employee programs
R&D Economic & legal climate Competitive and compli-
mentary products, prices
Market size & potential Resources Available
including geographic Manpower, capital, raw
distribution, access, materials
income levels, education,
etc. Business Practices
\ | |
New Applications of U.S. ,

Management/Technology
to LDC Health Needs

MARKET GAPS

4 l

Technology & Cost Trade-offs

OPPORTUNITY IDENTIFCATION
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VENTURE ANALYSIS

Market Analysis, Size of Target Population
Pricing strategy

Cost Volume Relationships & Choice of Assess appropriate:
technology
resources required/available , e.g., AID role
manpower ,raw materials, capital Other donors
MOH role
Proforma cash flows/sensitivity analysis Local Government/
' cooperatives

Uses & and sources of funds

Synergy with other projects & plans for
development Sales revenues/

market

Long range planning & growth potential

Strengths and -7eakness of the entrepreneur

seeking assistance.

Consistency with AID's developmental
objectives, Impact on health status.
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assist PPC in the evaluation of private enterprise health

projects and the design of operational experiments or surveys

of the demand for health care in selected countries.

acts as a clearinghouse among the various bureaus on examples

of successful private enterprise ventures in health.

At the request of mission, send a team of consultants and

business experts from health related industries to the country,

in order to:

. survey the climate for (and barriers to) the growth ‘of the
health related private sector;

b. meet with MOH and recommend ways that they may improve
policy and encourage the growth of the health private
sector; '

c. icdentify and develop private enterprise opportunities in
health.

Survey the U.S. industry and U.S. multinational firms for

products, services, and skills applicable to LDC's in order to

identify new opportunities for health assistance.

Develop and suggest new mechanisms for private enterprise

ventures in health.

Project Funding

The major type of financial assistance that PRE will provide 1is

loans to selected proposals from indigenous entrepreneurs in PRE

target countries for creating or expanding a health related

business enterprise.* Preference will be given to projects that

* The project proposals will be solicited through a variety of
sources including: missions; various regional and S&T bureaus;
local chambers of commerce; trade publications, and the Voice of

America programs. Consultative committees of health, industry
experts in the U.S. and host- countries may also be established
(perhaps patterned after the Joint Agricultural Committee model).
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have a significant impact on the health of the poor majority in
priority health areas and to projects that can serve as
demonstration projects with a nigh chance of replication or growth,

Direct loans will be made up to $2.5 million, with emphasis in
the range from $250,000 to $1 million but no more thant 25% of the
total cost (i.e.,capitalization) of the project. The general
eligibility criteria, application requirements and the terms and
conditions of financing are given in the Investment Opportunity
Proposal prepared by PRE (see Attachment A). 1If there is
significant demand for smaller loan amounts within a country then a
co-financing arrangment with a local private sector financial
intermediary, to create a health business financing window, may be
established. The financial intermediary mechanism may be used not
only to cofinance and supervise loans to health related business,
but also for credit for installment purchases of health related
equipment and facilities (e.g., village wells), tuition loans for
entry level training to health providers, and loans for management
and technical training to health sector businesses.

Study grants may also be provided to evaluate the feasibility
of specific ventures. Up to $50,000, but no more than 507% of the
cost of the feasibility study will be provided as a grant. Should
the study result in a follow up venture, the grant would be

refunded to AID (or it could be treated as part of the direct loan).

4.3 Use of Counterpart Funds in Private Enterprise Health

/

Initiatives:

Rapid change in AID's health program portfolio towards private

enterprise initiatives can only be achieved if PRF ran lavaramn fe-
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resources and influence more programs than its own meagre health
budget would allow. The need and opportunities (as discussed in
the next section) for private enterprise initiatives are large and
numerous, and many of the opportunities sketched in section 5 below
need local currency funding more than dollars. Hence they would be
an ideal investment vehicle for counterpart funds generated by
CIP/P.L.480 title programs. PRE expects to work closely with FVA,
regional bureaus, and missions for the programming of counterpart
funds for self sustaining private enterprise initiatives, such as
those in the health sector. This would be responsive to the recent
policy directives of the Administrator with respect to the

programming of counterpart funds.

4.4 Project Development

From time to time, PRE will offer suggestions on private
enterprise initiatives and opportunities in specific areas of
health. PRE recognizes that expertise in health technology lies
with the S&T Health Bureau. Further, health conditions and the
climate for private'enterprise differ from country to country and
detailed knowledge of health issues in each country lies with the
missions and regional bureaus. Hence, the examples offered below
are suggestive. Not all the examples may apply to any one
country. They are intended primarily to stimulate discussions of
new approaches to health assistance which incorporate the

Administration's private enterprise philosophy. (The discussion of

specific health sectors below is also indicative of the types of

healt 1 related ventures that PRE is interested in developing

furth.r and funding in cooperation with other missions and hiiresiie \
——2—
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5. Examples of a Private Enterprise Approach to Sélecce¢ Hezlth

Sectors:

5.1 Oral‘Rehvdration Theraoy

Oral rehydration therapy is a simple low cost way to treat
diarrhea which claims the lives of & to 6 million people annually.
Children are particulary susceptible to diarrhea, and 10% of :the
children in LDC's who die before the age of 5, die due to
dehydration from diarrhes. Donor agencies have attempted either &«
pﬁfchése unit dose packets of ORT salts and distributa'the: ﬁhrougl
a chain extending top down from the MOH in some LDC's, or have
attempted to train families in the correct preparation of hoaemade
ORT solﬁtions from salt and sucar. Both of these programs are too
expensive to attempt on a universal scale. For exanmple, althoﬁgh
the packets distributed by UNICEF cost only 8¢ each, each child
sufferé on an avarage 2 to 5 bouts of diarrhea annually and the
total need for ORT packets is estimated to be 2.4 billion packets
per year (of which UNICEF can now oﬁly provide and distribute 24
million).

Hence, what is needed is a greater reliance on private
enterprise approaches to the packaging, distribution, and
dispensing of ORT salts. (Private entrepreneurs in some countries
such as Indis, have glready\begun to sell ORT salts, and similar
ventures can be promoted in many other LDC's.)

The major problems encountered in trying to reduce dizrshea
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related mortality in LDC's are:

(1) Lack of clean potable water which is the cause of diarrhe: a
other water borne diseases. | ‘

(2) The cost of even cheap’ medicazion when multiplied by the

frequency of occurance can be substantial. Hence, what i:

needed is an efficient distribution system and self-sustaiai

locally packaged products, some very low in-cost, so that av
the poorest can afford some kind of treatment.

(3) Lack of consumer education. Each person in an LDC suffers

" from diarrhea very frequently but 98-99% of the cases are 1o

life threatening and get resolved by ;hemselves. Hence,
diarrhea is not taken as sériously as other diseases even
though its cummulative toll is large. Consumer education is
needed for early recogultion of the severity of the attac..,
exten< nf dehydration and weigh less, etc. Education is z1ls
needed on the choice of Creatments avallable, appropriate
aiets, nursing, ete.

While issue (1) will be discussed later under water aand
sanitation, and issue (3) is the responsibility of MOH, the priwva
enterprise initiative will focus on promoting indigenous
eﬁtrepreneurs interested in wanufacturing and distributing ORT
salts. PRE will fund these proposals directly (if the venture is
national In scope) or through local private sector financial

institutions.
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Project design will include:

ManuZacture: Mixing the salts end packaging them is a simole
operation that can be done in the least develcosz
countries. Two kinds of operations nay be elizisl
for assistance: (a) automated packaging facilicy
in major cities; or (b) geographically distribuced
network of cottage type packaging operations zaé
distriprion centers by individual entrepreneurs,
Or cooperatives.

Products: Several different products may be offered
simultaneously to permit consumer choice‘and arpeal
to different market segments and income levels.

For example, the UN formula for more serious cases
or those who are willing to pay for it, the cheaper
sugar-salt formulation (or formulatioms based on
local substitutes) for milder stages, or the poor.
(A disinfectant may be provided, if desired, to
make the treatment water safe if boiling is &
problenm.)

Distribution: Pracfically every village in most LDC's have accass
Co some retailer that stocks and sells rations such
as korésene, cooking o01l, etc. These people are
usually knowledgeable about welghts and measures,
and they can be supplied with standard containzsrs.
They would be easier to train in ORT preperatica
than the general *ural public. They offer a cecs-

effective mechanlsm (over and above existing
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channels) to promote and distribute ORT. (Co-o0ps
could be others.) To reduce costs, they could
measure out pre-mixed ORT salts from jars and even
rent coatalners on deposit. They can also be
educated to Impart or distribute information on
dosage, diet, cases deserving medical attention,
etc. These local retailers could, in turm, be
served by suppliers in market towns acting as
wholesalers and, if economies permit, packagers.
The entire network could thus provide an
opportuniiy for a private enterprise venture that
can provide ORT to more people than that which can
be provided through existing PHC's.*

Apart from restricting unfair prices, spot checking-
for quality, and subsidizing at the margin (if
necessary), the major role the MOH can play is to
strengthen counsumer education pPrograms omn diarrhea
(and the importance of clean water), thereby
developing the demand for ORT salts.

Promote indegenous private enterprise ventures and
investments in ORT distribution, assist MOH in
Strengthening consumer education programs
(particularly in coordination with the ORT
distribution projects), spomsor research (includi:g

that for early recognition of serious cases).

* PRZ is meecin
firas for che

3 with representatives of same international ¢
] -~ C

ilr assistance in refinine tQls markarinoe amAwv~z




5.2 Water and Sanitation

Water and excreta are prominent factors in the transmission of
most of the more serious and debilitating diseases in developing
countries. And yet, fewer than 257 of the people (less than 503 in
urban areas and less than 207 in rural areas) in LDC's have szfe
drinking water and sanitation. This is so because the investmeat
required is emormous -- some $30 billion is needed each year if the
UN Drinking Water Supply & Sanitation Decade is to meet its goal
by 1990.

Given the magnitude of the problem, it is imperative that a
self-sustaining, or at least a private enterprise "approach" to
assistance be developed in order to provide safe watef and
sanitation to as many people as possible. Since the greatest need
1s in rural areas, and the World Bank is & major lender for urban
water and Sewer systems, AID should place its emphasis on rural
Systems.

Among other things, the WASH Project at AID has done
considerable development and test.ng of ‘a hand pump. It has also
found that job shops In even some of the least developed countries
are capable of making parts of the AID pumps. What is now needed
is a more integrateduentrepreneurial approach to the delivery of
safe drinking water in rural areas.

The provision of village water systems and/or sanitation

Systems can be viable business.ventures in many LDC's (as in
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Malawil, India, etc.). The manufacture*, sales, Installation, and
makntainance of water pumps; the design and construction of wells
(or supervision of well constructilon by villagers); the capping of
springs or the covering/fencing of sources of surface watear; the
installation of standpipes and perhaps simple sources of power
(e.g., animals, motors); the construction and installation of pit
latrines (or other sinple sanitation systems) form a complenentary
set of businesses in a reglon. They can be undertaken by a single
£irm, through joint veatures, or by a group of related businesses
working_closely with one another. They could sell complete systems
together with maintainance arrangements to the village decision-
making bodies. The village, as a whoie comaunity, would be the
purchaser. It in turn would ralse money in the form of taxes,
fees, or user charges. (Part of the Peyment could be in cerms of
labor.)

The techrology requirements for such a business are modest and
they can be.minimized by sticking to simple alternatives. AID
(WASH Project) or the U.S. pri%ate sector can provide the necessary
assistance in technology transfer and management. The financial
requirements for such a business, however, may be quite large for

an LDC entrepreneur. Two types of financing may be necessary:

' * I the scale of tha operation 1Is too small, e.g., Initially
when demand is growing, iaports from other countries, or
establishing a regional plant may be necessary. Iaports should
also be considersd 1= local manufacturing costs are Coo nizh (e.z.
AID had Co pay four times as amuch to have pumps Ranufactured
locally in Tunisia thaa 1z would have cost to import thea Ffrom say
Sri Lanka.)
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1) Financing the manufactuere's investment in faciii:fes,
equipment, working capital, and building up e
sales/distribution network;

(2) Credit to permit installmentzpurchases by the villages. This
can be provided through a local commercial lender. Collection
risk could Pose a serious problem and the lender'may rTeguire
Some assurances or risk insurance from the national/loczal
government if suitable private insurance cannot be found.*

AID should assist ‘in providing loans for both types of

Fh

financing. If such a program is undertaken, a concurrent
agreement will also be sought from the MOH to strengthen.its
educational efforts that point oﬁt the benefits of clean water in
terns of lower disease and death rates and lower costs om curztive
services. (These programs directed to increase the demand fo-
clean water and sanitation could also benefi~ from AID assistance.)
The MOH may also provide partial subsidies to poorer villages for
hﬁmanitarian reasons (or for equity reasons, if it has provided
free water and sanitation in other regions in the past).
Indigenous entrepreneurs may also find opportunitles in urban
water and sewage systems to Provide contractual services to
national and local governments that can help them lower costs aad

improve efficiency. ‘These opportunities could be in the design,

coustruction, and Planning of systems; and mass education on good

*Indeed, reducing the riskiness of such business ventures (rather
than total subdization) is an appropriate role for the govera=aa:.
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hygilene habits. PRE wil} assist indigenous entrepreneurs desiring
to establish or expand .such ventures and assist them in obtaining
managerial and technical assistance through a suitable U.S.

business partner.

3.3 Dlagnostic Labs

Unlike the U.S., acute shortages of physicians will continue
to persist in most LDC's._ Because of the scarcity of doctors even
in many towas in the interior, most patients will receive
treatanent by paramedics and auxillary nurses in Primary health
care clinics. Strengthening the diagnostic and treatment
capabilities of these Paramedics, ;t least in those regions
accessible to modern Cransportation, through the provision of
reglonal clinical lab centers, may be 4 promising way to improve
the quality of health care. The paramedics need to be trained.
only :in obtaining eppropriate patient specimens (in cases where
the symptems indicate something more se*ious or unusual).

Further, many People, particulary chlldren, in LDC's may
suffer Tom other maladies and malnutrition over or above the
immediate S7aptoms ‘for which they are being treated. Hence, a
saall group of (simple and relevant) low cost* tests and kizs made
available as back Up sexrvices to PHC's and rural hospitals mav

assist early detection, preven ention, and cure.

*e.g., _Cheaper reagents, less Prepackaging, automation only i
cost e:-ectLve, etc.
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Even in the urban &reas, as recent studies by CDC and others
have found, the public and private clinical labs suffer from poor
operating conditions, obsolete methodolegy, deterioratine
equipnment, lack of standards, and trained staff. Strengthening
their capabilicies ig necessary for improving preventive apnd
diagnostic services and conducting epidemiological surveys. It is
also necessary if the LDC 1s to have an infrastructure that can
utilize the new diagnostic procedures that are expected in the
future from the applications of advances in hybridoma research.

PRE will assist ind {ger.ous entrepreneurs in establ ishing
ventures for ths improvement and expansion of clinical lab
~facitities in LDC's. PRE may also explore the commercial
feasibility of multiphasic screening for urban arees, development®
and sales of diagnostic kits for specific diseases, etc. (The
Center for Disease Control, as well as Industry groups such as the
Pharmacetical Manufacturers Assoctation, have expressed an

Interest in helping to identify such opportunities.)

5.4 Hospital Management

Most hospitals in LDC's are owned by the MOH, the social
security adninistration, or other government agencies such as
defense. MOH hospitals (apart from those for defense and/or
government employees) and private charitable hospitals usually
provide subsidized care to thé poor. Hospital operations consume
a4 Latge part of the govermment health budget, as noted ea*lie*

and reduc1ng their costs through -ncreased efficiency would free

resources for improved se*v1ces and disease prevention programs.



Most hospitals in LDC's, Including many of the more afflﬁenc
private hospitals as well, are often characterized by poor
management, Inefficient scheduling, improper maintanence, lack of
service planning, and poor cclléction of revenues. Averzge length
of stay is often more than twice that in U.S. hospitals for
codparable allments and in spite of overcrowding in some areas,
cccupany rates are as low as 50%-65%7 in others, compariang very
poorly indeed to the over 907 occupan.y and reduced costs achieved
by many hospital management f£irms in the U.S.* Thus, improving
capacity utilization and efficiency of hospitals in LDC's 1is

particularly important if we consider that:

(1) improving their Productivity by 5% may be equivalent to
increasing the supply of new medical doctors by as much as 50%.

(2) some LDC's continue to Plan and build large new facilities ar
significant costs when what may be needed 1s greater
efficiency and a network of small regional centers.

(3) resources freed up by better management and planning can be
used to.lower Prices or be used in providing more preventive
services.

(4) apart from labor savings and Increased capacity utilization,
significant savings are also possible in terms of inventory

control, less material wastage, bulk purchases, etc.

® Hdospital =anagement/consolidation is one of the fasteast
growing U.S. industries and countries such as Zgype, Pakistan, and
Brazil are already working (i.e., have managexzent contracts) wieh
U.S. hospital @anagement companisas.



AID should zssist LDC's interested in: (1) public
divestiture of MOH operated nospicals; (2) consolidazion of
hospital services to reduce costs; (3) venture§ that traansfer.
hospiral management end technicdl skills from U.S. firms or
hospital consortia.

An LDC usually also has a large number of PVO's of different
nationalities providing health care to the poor through

indevendentlv operated facilities. The same is true for

nultinational industrial firms operating health programs for tu-i*
employees. Consolidating some of their operations or promoting
seli-sustaining service firms that can support their operaCLOns

(e.g. drug purchases, equipment maintainence, training, sharing of

specialists) more efficiently, may also be a fruitful opportunity.

5.5 Primary Health Care

Parsmedics, auxillery nurses, health workers, mid-wives and
other paraprofessionals serve the majority of the poor in most
LDC's. They provide these services for the most part through
government health posts, clinics,.and where.these_facilities are
not available, from their own homes. The MOH in most LDGC's
'supports these volunteers and paramedics from its own budget and
the services are usually provided free to the consumers or heavily
subsidized. The recurrent costs of training these health workers
~a.nd supporting them is large and it is a major drain on the MOH
budget. As a result, not only do the number of PHC's established
fall far short of the number needed but the clinics also laeck

equipment and supplies. In some cases, (=.g., Paklstan) healch
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posts have been abandoned b? the MOH for waat |50) funds and
manpower. (Often the trained workers sent from the city dislike
'living in the village and return to the city.) The quality of
care provided in these clinics/or by these workers is also less
than desirable because the PHC workers receive licclé or no
supervision or continuing education from the MOH, and in many
rural towns and villages, there is no competition to the MOH
services if any, other than tribal practitioners. On the other
hand, there often 1s' an abundance of private physician practices
in the major cities.

One approach to taking advantage of the abundance of doctors
In the city 1s to require them to extend services to the rural
areas. Presumably, private physicians dislike rural practices
because the financial rewards from & regular rural practice are
mot as attractive and because the doctors do not like to live in
rural areas. To overcome this, the MOH in many LDC's require a
coméulsory term of service in a rural ares before granting a
medicial degree or license to DPractice, to new graduates. This
can only take care of part of the shortfall and more important, it
may not provide the bproper motivation (as observed, for example,
in Mexico) for high performance or adaptation to the local market.

An alternative mechanism would be to set up a high volume low
price clinic in a rural town or village (or a rurel cooperative)
rua by auxillariss and supported by a group of urban doctors on a
rotationgl basis so_that any one of them spends but a short tize
say 6-8 weeks per year at tha rural clinic. Good recordkesping

proceduras can ensure continuity of servicies to the patienc.

n



Leeve from running the MOH facilities in the city or tax and othar
incentives could be oifered to doctors serving in this "'rursl"
gToup practice on a self-sustaining basis.

Another alternative would be to encourage urban pavsicians :=o
have "auxillary privare practices" commissioned by them (o=
associated with their own practices) and staffed by paramedics who
work for them in rural areas. The doctor would be respounsible Zor
the quality of care delivered by his/her staff in the "auxillaxy
private practice" bearing his name. Since the practice is run as
a self-sustaining business (which with proper government"
Incentives or marg inal subsidies if necessary) could generate
income for the doctor, the latter is motivated to train end
supervise his auxillary staff, visit his practice periodically,
keep them well supplied and handle referrals, emergencies, and
difficult diagnoses. Competition between auxillary practices o
different doctors is also possible in this free marke- system aad
the delivery costs would be low because of the emphasis on high
volume and the use of paramedics who can continue to receive
on~the-job training in the doctor's urban practice.

Both the above schemes, if proven feasible, would require an
lncreased supply of paramedics and a Private self-sustaining
program could be developed for this purpose at a new, or
preferably existing, education institution. The graduates would
finish the clinical part of their training with the existing
practices of the doctors with whom they expect to work. Tuition
loans caﬁ be provided to the studentslto support then du**no their

tudies and the repayment clauses Structured to discourage high

turnovers.



ALD shoUld 'assist interested missions in test:na such schzzes
ana establishing cofinancing arrangments with local comzercial
lenders/private banks for providing credit for tuitioa and for

establishing auxillary practicss.

5.6 Equipment Leasing and Maintenance

A recent conference on international health sponsored by
Project Hope concluded that the poor state of medical equipment
was a major problem in delivering quality care and treatment.
many LDCs. The equipment (e.g., cardiovascular, lung function,
radiology) particularly in MOH hospitals and clinics, was often
out moded, poorly maintained, at times improperly operated, in
frequent disrepair or éut of use, ete. Apart from a continuing
shortages of funds, a major reason for this is the shortage.of
trained technicians who can provide guidance on decisions
regarding the choice of equipment, and assist in itg proper
operation and appropriate malntenance. If this is so, then rather
than have each hospital hire or attempt to hire its own
spécialists, it might.make Sense to coasolidate the equipment
purchases, training, and maintenance functions anong several
different hospitals (or clinics) through an indeoendent supplier
or group of suppliers. .This would permit economies i-
purchasing. This would also allow a comparative evaluation o=
different types of iqﬁEglled equipment uander local operating
conditioas. Further, it would Permit greater coordination in
.urchase'plans among hospitals, permitting standardizzzion,

increased sharing of specialized high tickst equipmen: (or


http:treatment.in

i~
wn
t

facilities) anong nearby hospitals, or the recondi:- ion ané resale
of old or surplus equipment at major nospitals to the smaller or
less endowed ones.

Thus, in LDC's lacking hospital equipzent suppliers, assisting
hospitals with: the choice of appropriate medical eéuipmen:;
importing new or reconditioned equipment from abroad, training
staff in the use of the new technology or equipment, financing the
equipment costs through rentals or leases; and servicing the
cquipment on a regular b;sis; are a related set of businesses. that
may -be supported by AID. (Also, some U.S. hospitals supply
companies are expanding into products designed for home rather
than hospital .use in the U.S. Many of the smaller clinics in
LDC's may find some of these products applicable to their needs.)

PRE will assist Private entrepreneurs in establishing
businesses that supply/lease/maintain or service, hospital
equipment in an LDC. PRE will] provide loan co~-financing for the
leasing operations and work with the missions, bureaus, and

inte*ested U.S. firms to provide supportive training in equipment

evalution, Use, and maintenance.

5.7 Indisenous Manufacture nf Health Products

Pharmaceuticals:

Manufacture ofF pharmaceuticals in an LDC is often not feasible
becausc of: an Inability to purchase forei,n proprietary
: technolog], a lack of production kﬂow-How and skilled manpower; an

inability to control quality, Or or absence of an economic size



market. The most important limitation may be the absence of a
broad based chemical industry infrastructure, leading to a
dependence on imports (or unavailabili;y) of high purity
intermediates or basic chemicals, and in some LDC's, even
standardized packaging materials. However, the importation of
pharmaceuticals is a significant drain on the foréign exchange
reserves or budgets of most LDC's. Hence, if the cost of dzug
imports can be reduced through bulk-purchases and lcecal packaging
or through purchases of Intermediates for indigenous conversion
fnto final products, then the drugs could be made avallable to a
wider group of people in the LDC.

- PRE will encourage indigenous private entrepreneurs to seek/
develop the following types of opportunities or joint venturas
with the U.S. fimms.

1) Ménufaccure, In relatively advanced LDC's eritical (essential)
drug under licemnse if the technology is available on a cost
effective basis (without violating intellectual property
rights).

2) Tableting and Package from bulk imports if economically
feasible.

3) Extractiom and production of biologicals (e.g., sera,
antivenoms) for domestic and export markets.

4) Maaufacture of nutritional products such as baby foods,

ledized salt, etec.
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Non-Pharmaceucicals:
| Non-pharmaceuticals (i.e., medical supplies, equipment, or
devices) perhaps oZfer greater opportunities for indizenous
manufacture than pharmaceuticals. Many LDC's impor: a significzn:s
fraction of thelr non-pharmaceuticals needs and these would be
liore cheaply and widely available through local menufacture o=
#ssembly. Many non-pharmaceuticals have a higher labor conteat
than drugs and they offg; greater potential for cost reduction 2ad
caployment generation. They may also involve less complex aac
nore easily available technology and some may be more amencdzble to
small scale manufacture. Opportunities may exist for:
o Manufacture of supplies'such'as bandages, glbves, sutures,
IV solutions, syringes, kits, etec.

© Manufacture (or assemblv) of: medical equipzant including
lab equipment; packﬁging material; hospital furniture;
surgical instruments; dental equipnent; etec.

© Manufacture of simple devices, i.e., assistance, corrective

Oor prosthetic products including eye glasses, splints,
crutches, etc.

PRE will work with the missions and bureaus, U.S.. firms and
trade essoclations, and other donors such as the Program for
Appropriate Technology in Health (PATH) to assist -indigenous
entrepreneurs with partial funding for feasibility studies aad
Provide loans, either directly or through co-financing
arrangements with loczl private banks, for manufacturing
projects. It will also assist them(iﬂ locating suitable U.S.

business partners or licensors.



'In most LDC's, a trade-off Ray exist in scale esconomies versus
fair ccmpetition. The LDC market may be too small to pernizc zore
than one efficient sized manufacturer, thereby Creating a moanoply.:
PRZ will assist the MOH In designing policies an regulations zhat
pPrevent price gouging and assure qualicy. PRE will also zssis:
the MOH's with Strategies for divestiture of parastatals (e.g., ia
Egypt), attracting foreign investment and technology through
appropriate policy incentives, and catalyzing the gradual
development of a viable'manufacturing industry in the health

sector.

5.8 Drug Distribution

In many LDC's the high cost and unavailabilisy of drugs and
medicines in seneral, are compounded by inefficiencies in their
distribution.¥* QOpe Problem 1s often the lack of trained

pharnacists and AID cap assist the start up of self-sustaining

* In LDC's where tha marxet is too small to support a domestic
manufacturing venture by itself, export marker access or regional
Cooperation and trade/barter may be necessary to capture economies
of scale. For example, the manufacturing of one product in one
country and another in a neighbouring country would permit the two
Lo barter health care products with one another. Another
alternative is Joint ventures with entrepreneurs from both the
couantries.

** QOver Prescription, unauthorized prescriptions by retailers and
lay Individuals, adulteracion, local @wonopolies, and unfair trace
practices are some of the major causes of misuse aad aisallccaticn
of drugs in many LDC countries. These can only be correczed
through education, training, and appropriate regulation (or
licensing) and its enforcement. The Cooperative village
Pharaacies and the consolidated drug wholesaling ventures
reccamended here will facilitate the regulatory funccioas of the
Government. (The former because of consumer control zad rthe
latter because of centralized records and managemant. )




institutes offering abbreviated courses in pharmocology (along the
lines indicated in example 5).

Another problem is that, due to lack of transportation or
sufficient economic incentives’ few of the city pharmacies venture
to establish branches in rural areas. To overcome cﬁis, in some
LDC's , particularly in SE Asia, village cooperatives have
successfully taken over the retailing of drugs to their communiscy
on a self-sustaining basis, often generating a profit for use in
cupporting other community health projects .or services. PRE will
work with the missions and local private banks to assist the
establishmeat of such self-susteining reteiling mechaniszs for
drugs and medicines.

A third problem that affects drug distribution in LDC's, even
those with a well developed retailers 1s the wholesale supply
system. Poor records, inadequate inventory coatrol and management
lead to significant spoilage, frequent stockouts both at the
national and local levels and high carrying costs. What is needed
are well managed consolidated and sufficient-sized wholesalers to
franchise new pharmaceutical outlets or to service existing retail
outlets with an effective lnventory management system (such ‘as the
one developed by PMA for Gambia) and a lueid drug manual written
for the local pharmacists. PRE will work with PMA and the
missions to support profit or not-for-profit ventures in drug
wholesaling distribution (including packaging operations, iZ

feasible) in LDC'sg.
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5.9 Cooveratives & Health Insuraance Programs

As noted earlier, the hierarchical system of hospitals,
¢linics, posts, and health workers run by the MOH in many LDC's
are often insufficient to meét the health needs of the poor
majority. The centralized planning and control maﬁes the systen
less responsive to local needs. Moreover, the large and
continuing drain on the goverament budget limits the expansion of
$ystem to cover more geographic areas, limits the quality of care
provided, and often leads to misallocation of resources. |

Private clinics and hospitals operate on a fee for service
basis and they may not be available in many rural areas. Further,
the working poor and middle income people who are the major users
of private health sector, need protection against major medical
bills in case of serious illness or accident. Hence, promoting a
vigorous private sector i health In an LDC may require the
development of private enterprise organizations that provide
health insurance to individuals, end/or the development of
comrunity based organizations or cou. eratives thaﬁ can protect
consumers against local monopolies and bargain collectively for
the provision of health products and services to their members ar
reduced casts.

On a limited scale, consumer cooperatives, unions, or farmer's
cooperatives do iIn some case provide programs of varying degreses
of medical coverage for thelr members. In some cases, taese may
take the fora of drug stores owned by the village cooperatives
(e.g., Botica Si 3aryo In the Philippines), neighoorhood Zaailsy

planning associations (usually supportad by PV0s or the
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government), Or arrangexzents with some private clinics to provide
services at a dis-ount to the members of a cooperative (e.g., la
Merced cooperativs in Bolivia). These Programs are usually nocs
compreheasive and they do not provide health iasurance.
Nevertheless, they are useful and they need to be replicazed more
eXtensively and excouraged to provide more health benefits.

More comprehersive medical coverazge Including health insurznce
1s often offered ty large employers (particularly multinational
corporations and government agenciss) to their embloyees as part
of.their compensarion Package. These programs need to be
encouraged and spra2ad to smaller firms either as independent

ventures which mariiet health insurance to indigenous firms ard

also usually compreﬁensive but they often suffer from cost
containment problems since the benefits are often paid out of
general revenues 234 provided through special government run
facilities. Where possible, thé governmeﬁts should be encouraged
to recognize these costs explicitly and to place these prograzs on
an independent bésis using private enterprise mechanisms, or a-
least sound busine:s Practices.

Thus, AID has 2 significant role to play in expanding the
services of existinz health programs and promoting their

replication on a wider basis, including their introduction :o

other LDC's. 1In Ccoperation with the missions and regional
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bureaus, PRE will provide loans* and technical assiécanée.for the
start-up of viable, self-sustaining health insurance firms or
health care delivery programs by employers, unions, or
cooperatives.

Apart from the decentralized, non- governmental efforts
described above, many Latin American countries have significant
"social insurance" programs that are national ln scope and many
cover large portions of the population. Workers and their
emplcyers ara'taxéd a2 percentage of wages as part of a health end
rétirement benefit program tun by a natiomal social security
Institution. Some of these Programs provide reimbursements to the
individual for health products or services p;rchased from the
private sector. Others, operaﬁe thelr own facilities to provide
medical services to the members (with reimbursem?nc provided only
to members in outlying areas) and are therefore akin to the health
maintenance orgenizations (MMO's) in the U.S.

While cost reimbursing health benefit programs offer greater
user choice, not limiting one to captive facilities, the EMO's
provide better incemtives or opportunities for containing costs
and preventing abuse and fraud. In practice, nevertheless, a wide

ariety of hybrid systems can be designed, including ones
providing limited choice among pPraselected private

clinics/hospitals, etc.

* Arrangenents may oe mads, For example with a local privacte
bank, so that the bank has a line of credit from &ID, for
cofinancino sucti ventures (if and when proposad) shoj 8ct to a2 pre-

negotiacted sec of terms and conditions.
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However, the distinguishing features of the social insuranc:
schemes in most Latin American countries are that they are
adainistered by nationmal quasi-government institutions whose
continual deficits are madé up from general revenues. The lack
user choice in terms of alternative or competing Eealth prograzs
together with goveranment underwriting of cost ¢verruns zay have
created problems of cost containment, misallocation of resources
and poor management in many cases. C011eutions are reported to
a frequent problem end the benefits focus Drgnarlly on curative
services. The lack of any copayments by the user leads to an
overuse of health facilities. Further, as‘these soclal insuranc‘
.schemes are expaanded to cover the general population or to rely
general MOH faciiities for delivery of health benefits, as in th
case in some countries, they appear little different from a
general MOH administered health System except that some
preferential treatment is given to workers (who are taxed) and
their families. In the HMO type schenes, for example, users may
have no voice in determining the product mix or levels of servic
and hlring or firing decisions based on performance- Thus,
opportunities exist for AID to assist Latin American LDC's to
decentralize the control of their health benefit (i.e., this doeﬂ
not apply to retirement and disability) programs and/or improve
their management with greater user participation in the decision
making.

[DecentLallzation does not rule out sharing special facili:ii
and experts among programs to reduce costs. Further, given tha:

introduc.ng copayments in the existing systems is reportedly a
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sensitive issue, decentralizing its control by providing zacchis
or '"block" (based on capitation, Income, etc.) health graznts fre
the MOH to local institutions, will be a more politically
acceptable way to encouragé fiscal respcasibility and improved

management . ]

5.10 Biomedical Technology Development

That Cechnology 1is the key to combat ing disease and
malnutritioa has been obvious long beforz the days of Lister,
"Pasteur, or Flemming. Today, the application of new bicmedical
technologies offers opportunities for even moré dramatic

- Improvements in the health status of the world.* Opportunities
exist for the development of vaccines, early diagnoses, acd
treatments for major human diseases such as schistosomiasis
onchoceriasis, malaria. leprosy (and animal diseases such as foo
and mouth diseases or esst ci@t fever). Opportunities also exis
for applying technology to the developmzut of improved

“cdntraceptives, more effective medical <juipment, and devices,
cheaper production of more nutritional foods, more efficient

Processes for waste treatement and recycling, etc.

* "Priorities Ia Bilotechnology Researcr for Intermational
Developnent! National Acadeny of Sciencz, 1982, repors zo the
Office of the Science advisor, AID.
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The U.S. comparative advantage -- in contrast to other
donors -- 1is the technologiceal knowledge and capability which
we can develop and transfer from the American academic and
husinegs worlds to LDC's. U.S. medical research is unsturpassed
in the world and some of this directed to third world needs can
have a dramatic impact on their health stactus.

One approach, that AID has takenm in the past is to
astabiish 2nd support goverument (or quasi-government) research
centers in LDC's or provide general funds to multidonor
efforts. The problems with such an approagh are:

l) Many LDC's lack the necessary infrastructure to
work effectively on advanced or high ‘technology research.
While hybridoma technology and clinical trials can easily be
done iz many LDC's, other technologies may require advanced
equipment, synergy with sther labs and high technology firms,
economies of scale, or proximity to major scientifie
institutions for maximum effectiveness. While some LDC
institutions do excel in basic Tesearch, they often lack the
abllity to exploic it fully on a worldwide scale.* Further,
unlike agriculture, the efflicacy of most medical technology

products (e.g. insulin) is not locatlon specific.

*For example, in her technology policy speech on January 3rd,
Mrs. Gandhi commented that although India had eminent
scientists, a large pool of technologists, and excellent
governaent labs, it had failed to reap the full economic
beneiits from the new technologies because of the lack of
commercial R&D by Iadian indusctry.
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2) Focus, in the development context, needs to be .

placed not on basic research, but on applied research for basic

Reeds. The lac;er emphasizes tecnnology development and
commercialization. There is growing recognition both in the
U.S. and elsewhera that governments have a sigaificant role {n
supporting basic research. LDC's can and do benefit from basic
research such as that conducted or sponsored by the U.S. Dept.
of Health & Human Services. However, the issua 1is whether LDC
doveruments should fanvest subsrtantially in basie research
themselves. The availability of basic research findings froam
developed countries through publicatiouns, exchange scholars,
and the like, together with the long time lags imvolved in
realizing the benefits of basie resgarch, argue that LDC's may
be better off by focusing on technology transfer from other
countries and on the nore immediate or applied research, or on
commerciélizing imported technology (at least until they beconme
more industrialized). Goveruments, however, are poor at
commercializing civiltan technology. Commercial technology, as
the U.S. experience iadicates, 1is Besc left for the private
Sector to develop, and the U.S. indeed has the most innovative
blomedical industry,

J) Funds for applied tachnology developmeat ara
limitaed and they need to be le&eraged for maximum impact. AID
participation in aultidonor programs, however, often leads to
property rights coatroversies (e.g. tha current malaria vaccine

~dispute among AID, WHO, aad NTIU) which hinder affective
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commercialization. Patent protection and exclusivity are
nécessary to motivate private firms to invest in the
development and commercialization of new research on a
Self-sﬁstaining basis. (Unlike U.S. laws, which leave the
rights to commercialize federally funded technology with the
contractor, other donors maka the technology available to
everyone and thereby preclude, in many cases, investment by
private firas in further developmant and commercialization of
the technology.)

Hence, a complementary approach to technology development
for AID would be to harnass the leverage and the abilicy to
create, develop and market technological innovations offered by
U.S. induscry, and to couple them with the low cost scientifizs
and technical manpower available in many LDC's. Unfotunately,
many tropical diseases do not have a significant U.S. market
and restrictions on trade and intellectual property rights
abroad have made R&D investments in tropical medicine
unattractive to most firms. However, the new tax laws provide
added incentives for private sector R&D anﬁ this has enlarged
the pool of venture capital available in the U.S. Hence, AID
could play a positive role in encouraging firms, limited
research partmerships (LRP'Q)*, and university based consortia
to undertake applied R&D directed to LDC needs and to link up
with research imstitutions ia LDC's for joint developmeﬁt,

adaptation, and commercialization.



LRE

4ID can assist in the formation of LRP's directed to LDC needs

as follows:

| Step l: . AID can offer technical assistance and

pre-start up organizational grants to
inodividuals, firms or universities
laterested in acting as a general partner ia
the establishment of an LRP in the Uu.s.
which 1Is focused on biomedical techonology
applied to LDZ needs. Technical assistance
may be offered in terms of help in
identifying LDC needs, research priorities,
and commercialization opportunities,
assistance ia organization desiga aand in
identifying LDC firms or institutions that
can serve as partners or coutractors for
portions of the R&D. TIf AID approves of the
Fesearch agenda as meeting its developmental
criteria, AID could offer (if needed) a cost

sharing non-recourse loan (i.e., loan is

*A limited research partnership (LRP) is a tax shelterad
iavestment vehicle whereby a general partuner raises funds fronm
investors (lfmited partoers) 1d order to undertake Or contract
Qut a specific research agenda. The limited partuers benefit
from immediate cax write-ofifs and from the proceeds from
royalty or manufacture and sale of new products/processes
resulting from th- R&D. Many firms are active in establishing
LRP's, for examole, Merrill Lynch established Computer Trilogy

and, Qore recently, onme on wiad eénergy resesarch 1n Califozrunia.
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forgivable if the_venture fails) to the
general partner for a feasibilicy study or
veanture design, preparation ofvthe
Prospectus, and placement of the investment
offering.

Step 2: The general partner uses the funds obtained
from private investors to undertake the
specified R&D or to contract for it with
research institutions including those in LDC
countries.* The general .partner provides
the R&D agenda, the tramsfer of relevant
prior technology, and management of the R&D
and its commercialization. AID can also
provide loaas/grants (from its programmed or
counterpart generated funds) to the LDC
research institution (preferably a private
enterprise) for working with the U.S. based
LRP to develop and commercialize the new

technology.

*The added benefit would be _that in working with the LRP, LDC
research lmstitutions would enhance their skills for a lied
commercial R&D. Some portioas of an R&D Project may clearly be
conducted more cost effectively at some noted LDC centers of
excellence. In other cases, this issue could be part of the
financial negotiations among AID, LRP, and potemtial LDC
partners.
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Step 3: The results of the successful R&D belong to
the LRP. The potential profits to the LRP
from domestic and foreliga licensing
royalties or manufacture and sales would
generate funds for repayment of any AID
loans (for start-up), and then, fe¢r returns
to investors. The LDC partner or contractor
would obtain the rights co exploit the new
technology {2 its own markets, the returns
from which would allow it to repay any ioans
obtalned from AID.

.Béfore funding a LRP venture, AID will try to obtain
participation, or approvals and agreements by as maay ﬁDC firms
0T governments as possible in order to facilitate the eventual
commerclialization of the technology in their respective
countries.

Thus, the LRP concept would rely on the profit motive to

significantly leverage AID resources and harnass the

technological expertlise and creaci}ity of the U.S. private
sector in the development of commercial technology diraected to
LBC health needs. PRE will provide 50X (up to $50,000) of the
cost of feasibility studies as a grant, and loan amouats to LDC
research iastitutions of 25% (Sut no more than $2.5 million) of
their total capitalization for establishing such intermational

R&D ventures.
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University Based Industry Consortia for R&D

A variation of the LRP concept, that is applicable to
research that i; more basic or further avay fronm
commercialization Is NSFf's cooperative generic R&D centers
which have a university as a general partner and contractor,
and there are only corporate investors i.e., firms that expect
to further develop and commercialfze the R&D. 1In this case the
motivation for the srganization comes from cost shariag rather
than tax saviags. The university makes the technology freely
available to all the menmbers of the consortium who are then
free to develop it further for commercialization.

AID should explore such opportunities provided'they involve
loans or conditional loans rather than grant subsidies. In

this case, AID could use Title XII funds since the assistance

would be directly to universities interested in organizing such
R&D consnrtia directed to LDC needs.

Revolving Fund for Industrial R&D

A third option for Promoting aprlied, private sector R&D
for LDC markets is to create a bilaterial revolving foundation
for such a purpose. The BOosSt successful example of such a
foundation is the U.S.~Israeli Bilateral Industrial R&D (BIRD)
Foundation. The unique feagure about the BIRD foundation is
that, though it was created by funding from the two
governments, it is managed independently, it provides
non-rgcourse loans directly to private for profit enterprises

to conduct applied commercial R&D in selected (i.e.,
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non~defense) areas, and it combines the use of dollar funds’

wich local currency funds in a2 novel way that maximizes

technological inoovation and cooperation between U.S. and
Israeli firms.

The Foundation was established in 1976 with concributions
of $33 million from the U.S. (generated by prepayments of P.L.
480 loans by Israel) and $27 million in local currency from the

Goverument of israel. (In the AID context, programming of

counterpart gemerated funds could serve in part for the cash

contributions by the LDC.) The contributed .fuands have bgen set

Up as an an endowment and the interest earned on the princibal
is availahle for funding cooperative research Projects proposed
jolntly by a Palr of U.S. and Israeli{ firms. The Foundation
pfovides loans and graats of Up to 60Z of the total R&D costs.
Conditional grants by the Foundation are repayable up to the
loan amount (or more, as 1is now pProposed) as a set percent of
sales 1f the project is successful. Each firm retains the
exclusive rights to any resulting patents in 1its own'country
and rights for third countries are divided equitably between
the two 1in proportion to their contributions. Repayments ara
used for funding additional Projects and should the capital
accumulate above a set ceiling, the Foundation has tg
redistribute the excess funds go the two goveraments.

The Foundation ig aa independent entity (subject to audics
by borth governments) and each side has named three officials to

form 1ts governing bdoard. Ao individual familiar with
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industrial 6D in both countries has been selected by the
gbveruing board to serve as the managing director.

Since July 1979, the Foundation has provided grants to
about 50 pairs of companies. In spite of its brief history,
the Foundation has established a highly successful track record
in fostering increased cooperation in industrial research and
promoting high potential but risky industrial R&D. Some of the
companies have already commercialized their jJoint research and
are beginning to repay their grants from sales revenues. The
incremental taxes generated by just one of the Tesulting new
ventures has alone begun to exceed the net interest loss to
each of the governments due to their ‘contributions. (For

further details see annual reports of the BIRD Foundation.)



) Ocher possible activiries for PRE in encouraging greacer privace
sector R&D in the U.S. direcred to LDC needs, promoting technologzv
transfer, aad strengthening the abilicy of LDC firms to undertake appl
Tesearch or commercialize new technology include:

1) Publicizing LDC research needs and opportunities (as assessed
S&T Bureau) to the U.S. business commuality through its 0ffica
Business Relations.

2) Facilicating transfer of developmental t.chnology to LDC fir=z

through such things as technology fairs (directed to LDC need
marketing of relevant spln offs from federally funded
technologies (e.g., the Navy developed a harmless and cheajp
chemical that Spr--?. on water surfaces and kills mosquitos)
LDC firuas, facili . ~ ng private sector to private sector
technology transfers (including the R&D spousvred by alID ia1 o
LDC to other LDC's), furtler development and coamercilizazion
university based research which has LDC applications, ecc.

3) Strengthenlng its Patent policy so as to extend and laterprec
the new patent laws for the international context so that AID
funded research abroad and multidonor funded research projecs
are commercialfzed promptly. :

4) Requiring that <ny new R&D funded by AID have, as mandated by
P.L. 480, .a technology application Sstatemen: and a
commercialization strategy.



6 Closing Remarks:

The exanmples provided here are by no means an exhaust?ve
list. OQthar opportunities can be explored such as: retail
marketing of contraceptives; the use of international medical
publishers in disseminating manuals or publications on hezl:h
and nutrition*; the use of advertising/media firms in mass
education; the use of MNC's in expanding self-sustaining health
services in the comnunities in which they operate**; the yse of
microcomputers in improving management and Planning of health
programs.and services; low cost modular or prefab health
clinics or mobiles; occupational héalth and safety***; oral
cancer detection;**** apc ., PRE will continue to work with the
wmissions and bureaus in defining and developing thése and other
private ent;rprise initiatives and in designing an
implementation Strategy that will further the health status of

the poor majority in third world countries.

* Many U.S. publishers such as Intermed, Scott Foresman,
Harcourt Brace Janovich, Scholastic, are also active in
publishing/distributing health related publications in LDC's.
For example, the best selling manual on midwifery in Malaysia
(priced at $5.95) is onge published by a local McGraw Hiil
subsidary. Working through such regional private sector
Publishers may be a more effective way of producing,
translating, or distributing health literature in LDC's.

** PRE {is working with the Conference Board and chief medical
officers of several U.s. multinational firms on this ilssue.
*** In LDC's, because of unemployment and keen competition in
the labor market, occupational safety and hazards (e.g.,black
lung, cotton dust) usually do not recieve sufficient
attention. A policy dialogue is necessary to strengthen
appropriate regulations and develop the market for goods and
services related tg workplace safety (L1.e., supplies,
equipment, consulting and design, insurance, etec.)

FAhkk 4 growing concern in S.E. Asia and parts of Africa.



