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PREFACE

PTIONS for Population Policy Il is a
O five-year project funded by the

Office of Population of the U.S.
Agency for International Development. The
goal of the project is to help A.LD.-assisted
countries formulate and implement policies
that address the need to mobilize and effec-
tively allocate resources for expanding fami-
ly planning services. The project provides
technical assistance to:

> improve the analytic capacity of develop-
ing country institutions to design, man-
age, and monitor family planning pro-
grams;

> assess legal and regulatory policies affect-
ing the delivery of family planning ser-
vices;

> promote efficient use of public sector
resources in family planning programs;
and

> increase private sector participation in
service delivery.

The OPTIONS II Project has devel-
oped special policy approaches to promote
expanded support for family planning.
Technical experts have prepared working
papers aimed at codifying project experi-
ence and analytic approaches. The papers
are intend~.d to provide uniform guidance
to DPTICNS current and future staff, fur-
nish A.ILD./W and Mission staff with analytic
tools to improve program and strategic plan-
ning, and help developing country policy
makers and analysts to conceptualize and
critically analyze policy aspects of the popu-
lation sector.

The papers are being published as part
of an ongoing Policy Paper Series focusing
on various aspects of operational policy in
family planning. Titles in the Policy Paper
Series include:

(1) Assessing Legal and Regulatory Reform
in Family Planning

(2) Strategic Planning for the Expansion of
Family Planning

(3) Policy Issues in Expanding Private Sector
Family Planning

(4) Communicating Population & Family
Planning Information: Targeting Policy
Makers

(5) Cost Recovery and User Fees in Family
Planning

For more information about the
OPTIONS II Project, contact:

Director, OPTIONS II
The Futures Group
. 1050 17th Street, NW, Suite 1000
Washington, DC 20036
Tel.: (202) 775-9680
Fax: (202) 775-9694
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(OVERVIEW

he extent to which a country’s private
I sector contributes to family planning

is often determined by a number of
public and private sector policies. The
majority of these policies are governmental
and affect such factors as the price of con-
traceptives, legality of methods, eligibility of
providers, and availability of financing.
Strictly private sector policies are generally
less critical but include important factors
such as employers’ practices regarding fami-
ly planning benefits, private insurance pro-
grams’ treatment of health benefits, and
contraceptive manufacturers’ marketing
strategies. The OPTIONS Project is con-
cerned with these and other policies affect-
ing private sector behavior in a number of
settings. This paper draws upon the experi-
ences of the OPTIONS Project and its
predecessor projects to provide project
designers, evaluators, and technical experts
with a broad understanding of some of the
policy issues affecting private sector family
planning.

The paper further suggests specific
operational guidelines for the selection,
development, monitoring and evaluation of
activities. These guidelines will assist pro-
ject designers to narrow the scope of activi-
ties to focus on several key private sector
policy issues. The approach is intended to
increase the potential for effective policy
change, and leave a clear record of how to
achieve and measure such change.




Pouicy IssUES IN EXPANDING PRIVATE SECTOR FAMILY PLANNING

DEFINITIONS

THE PRIVATE SECTOR

In Agency for International
Development (A.I.D.) population assistance
work, the private sector is usually divided
into two groups. These are the “non-profit”
and “for-profit” subsectors. Non-profits are
usually referred to as non-governmental
organizations (NGOs) and include private
voluntary organizations (PVOs) such as local
family planning groups, and international
groups such as International Planned
Parenthood Federation and Family Planning
International Assistance. In some countries,
this subsector includes church-sponsored
health groups. NGOs are generally financed
by charitable contributions, government
contributions, donor grants, and some user
fees. The “charitable and user fee” cate-
gories are usually minor portions of most of
these groups’ incomes, making them heavily
subsidized by public funds. Because they are
principally funded as intermediaries by gov-
ernments and donorss, they are not generally
responsive to market incentives or directly to
public sector constraints. NGOs play an
important role in a handful of countries.

In contrast, the for-profit private sector
is entirely dependent on the marketplace for
its income, except in those cases where gov-
ernments or donors have chosen to subsi-
dize certain for-profit activities. On the sup-
ply side, the for-profit group consists of med-
ical providers (hospitals, clinics, medical
doctors, midwives, traditional healers), prod-
uct retailers (pharmacies, drugstores, dis-
pensaries, grocery markets, and small miscel-
laneous retailers), and product manufactur-
ers and distributors. On the demand side,
the group consists of individual consumers
who finance their own consumption, and
those who provide financing for risk pools of
family planning users. The latter include
employers, indemnity-type insurance plans,
and pre-paid plans (best known as HMOs).
In many couatries, the for-profit private sec-

tor is the main source for many contracep-
tive users.

MIXED PUBLIC/PRIVATE SUBSECTOR

Millions of couples in the developing
world receive health services from social
security organizations. The majority of these
are in Latin America, where more than 50
percent of all people are covered (on paper)
by social security health services. Social
security organizations are governmental
entities which theoretically are financed by
the private contributions of employers and
employees. To the extent that for-profit
employers and employees make social secu-
rity contributions, their health and family
planning services are financed by the private
sector. However, these contributions are
often compulsory, making the organizations’
financial base more like a tax than like vol-
untary payments for services. In addition,
many social security organizations are subsi-
dized by governments because contributions
are not sufficient to cover the costs of ser-
vices provided, and in part because many
employers (especially governments) regular-
ly fail to make their contributions. However,
because the majority of financing is con-
tributed directly by private entities, and
because in some cases services are provided
by the private sector, such public/private
financing and provider schemes should be
included in any analysis of private sector
family planning and health policies.

Other less significant areas where there
is public/private collaboration include gov-
ernment-mandated private health and family
pianning programs and the public financing
of services through private providers. In the
Philippines, for example, the government
requires that all large employers provide
family planning services to employees at
company expense. In Brazil, the govern-
ment subsidizes family planning services
provided by the private sector.
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RATIONALE FOR FXPANDING THE ROLE
OF THE PRIVATE SECTOR

he public sector presently provides
i the great majority of family planning

services in developing countries.
However, in many countries, the private sec-
tor (mainly the commercial private sector) is
a key source for many contraceptive users.
The for-profit private sector accounts for 10
to 50 percent of all family planning use in
most of the countries that have conducted a
Demographic Health Survey (DHS).
Promoting policies (both public and pri-
vate) that expand the provision of services
through private sector channels will assure
increased financing of and better access to
quality family planning services.

There are three main reasons why it is
worth governments’ and donors’ efforts to
increase the role of the private sector in fam-
ily planning. The first is that it seems unlike-
ly that governments alone can meet the
growing financial demands for family plan-
ning. The private sector, where many peo-
ple prefer to obtain family planning services,
is an obvious place to stimulate additional
investments to obtain the necessary cover-
age. The second reason is that many poor
people already obtain their family planning
services from the private sector. They do
this because they prefer it (e.g., more conve-
nient, less waiting time, same cost as public
sector), or they do not have adequate access
to public services. It makes sense to devote
some effort to improving access to quality
services for those persons most in need.

Finally, survey data show that many
higher income couples obtain their family
planning services from the public sector.
From an economic standpoint, social welfare
is not improved if the public sector attracts
users who could otherwise pay for services in
the private sector. Government programs
should be geared to attracting new users

who could not otherwise afford to adopt
family planning. However, the private sector
must have the capacity and incentives to
absorb the financially better-off public sector
users, allowing public sector programs to tar-
get those who otherwise could not afford to
pay for services.

In short, well-conceived government
policies that affect the private sector directly
and indirectly are needed to help stimulate
the expansion of privately provided family
planning. Almost as important, private enti-
ties that finance or might finance family
planning need to be motivated to include
family planning services as a health or
employee benefit.
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(CONSTRAINTS TO THE FXPANSION OF
THE PRIVATE SECTOR

his section identifies and discusses the
I major policy constraints to the expan-
sion of private sector financing of
family planning.

Lack of Information. Lack of informa-
tion for policy work translates into a
broad-based constraint to the increased
allocation of private financial resources
for family planning. This is a generic
issue that is often central to all policy
work in the private sector. Itis difficult to
design, monitor or evaluate an effective
policy project or subproject without accu-
rate and timely information. A first step
in any private sector policy activity is to
collect basic information about the char-
acteristics of the private market, includ-
ing descriptions of the major users and
providers, the method mix, prices, and
the policy environment. This informa-
tion contributes to an understanding of
the consequences of current and pro-
posed policies to be addressed by a sub-
project. Therefore, information collec-
tion on different levels is essential and
should be incorporated into any activity
design. Without such information,
designed activities can only be based on
conventional wisdom and belief.

Macro- and Micro-Economic Environ-
ments May Not be Conducive to Private
Sector Expansion. Economic conditions
have a large impact on the performance
of the private sector. Economic prosperi-
ty can greatly increase private investments
in health services and products that
include family planning. Poor economic
performance can cause the private sector
to contract, reduce per capita income,
and discourage any thoughts by entrepre-
neurs to experiment with new services,

products, or financing arrangements. In
addition, the high inflation and unfavor-
able balances of trade that inevitably
accompany economic decline make it dif-
ficult for businesses to import low profit
commodities such as contraceptives. An
unfavorable economic environment,
therefore, can severely degrade even the
most well-conceived projects. For exam-
ple, a TIPPS Project (Technical
Information on Population in the Private
Sector) cost-benefit analysis convinced a
mining company in Peru to invest in fam-
ily planning for its employees. However,
as a result of the declining economic
environment in Peru at the time, the
company was not able to implement its
decision to invest in family planning. At
the household level, countries with large-
ly rural, poorly educated, low income
populations tend to produce less demand
for privately provided services.

Governments and Donors are Unaware
of How to Utilize the Private Sector to
Provide More Family Planning Services.
Governments and donors have tradition-
ally channeled most of their population
assistance through the public sector.
Because family planning is generally
viewed as a public good, it seems reason-
able that the public sector should fund
this socially valuable service. Partly
because of the success of family planning
programs, prevalence levels are rising
along with the costs of providing the ser-
vices. As a result, there is an increasing
pinch on governments’ and donors’ fami-
ly planning budgets. These government
and donor budget constraints emerged at
a time when survey data began to show
that the private sector provides a large
proportion of services in many countries,




and that significant proportions of mid-
dle and high income users obtain ser-
vices from the public sector. Despite
these trends, governments appear to
have little ability or knowledge of how to
incorporate private providers into their
strategies and programs. Government
appreciation for the role of the private
sector is an essential ingredient for
achieving public policy reforms aimed at
stimulating private investments in family
planning.

Besides the absence of a private sector
role in most government planning, there
is also a general lack of appreciation for
how the private sector can directly pro-
vide services for the public sector. In a
few countries, such as Brazil, the govern-
ment obtains a level of efficiency by hav-
ing the private sector provide the ser-
vices. As demand increases, governments
may need to become aware of the poten-
tial efficiency gains from the private
delivery of public services

Government and Donor Family Planning
Programs Crowd Out the Private Sector.
One of the major constraints to A.LD.’s
private sector work has been that private
sector projects have had difficulty achiev-
ing their objectives because of the pres-
ence of subsidized public programs. In
Zimbabwe, about half of the high and
middle income insured population tar-
geted by a TIPPS subproject were using
heavily subsidized public services in the
late 1980s. In the same country, pharma-
ceutical distributers have virtually given
up importing contraceptives because of
the widespread availability of low cost
public commodities. A similar withdraw-
al of pharmaceutical distributors occurr-
ed in Nigeria.
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When government services are cheaper
or more available than private services, it
makes no sense for the rational con-
sumer, no matter the income level, to use
the private sector. Until consumers are
stimulated to use the private sector,
prospects for its expansion will be limit-
ed. Because government programs have
such influence over private markets, it
will be difficult to improve the private
sector family planning picture until gov-
ernments become active collaborators in
the effort to switch certain groups from
public to private sources.

The Regulatory and Tax Environment
Inhibits Private Sector Growth. Long-
established conventional wisdom points
to the regulatory and tariff environment
as a major constraint to the expansion of
private sector family planning services.
Past social marketing and private sector
work has shown that regulatory bottle-
necks can adversely affect private initia-
tive. However, not much has been docu-
mented about the principal regulatory
issues in countries and regions and how
much they affect private behavior. This
points to a need to distinguish between
the current impacts of regulation and the
potential consequences, if any, of policy
changes. In addition to regulation that
inhibits private sector growth, another
concern is inadequate regulation of the
quality of private care. This particular
issue is expanded upon in the OPTIONS’
Manual on Legal and Regulatory Reform
(Kenney, 1993).

Private Employers, Providers, Associa-
tions and Third-Party Payers are not
Aware of the Benefits of Financing
Family Planning. Family planning tradi-
tionally has not been viewed by employ-
ers, providers and insurers as a preven-
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tive health measure in less developed
countries. Therefore, it is not surprising
that many firms and organizations that
could finance family planning are not
aware of the positive health and financial
benefits that family planning confers on
their risk groups. Raising awareness of
the benefits of family planning has been
a major objective of past International
Labor Organization and A.L.D. projects,
however, much work remains to be done
to attract the interest of potential private
financers.

Employers, Providers, Associations, and
Third-Party Payers Do Not Have the
Organizational or Technical Capability to
Design and Manage a Financing Program.
Once private groups are convinced that it
makes sense to finance family planning
services, they must analyze the demand,
consider costs and prices, develop deliv-
ery packages or contract with providers,
and set up evaluation systems. Many
firms/organizations do not have the
capability to conduct thesc kinds of
assessments and analyses, and need assis-
tance in developing the appropriate
expertise. Without such expertise, these
groups will have a difficult time in cor-
rectly fixing demand, pricing services,
and making the necessary adjustments
over time. The difficulty of correctly
pricing services has contributed to the
failure of many developing country pre-
payment plans. Once a decision is made
to finance services, provider capacity to
implement this decision becomes an
important issue.

Public Insurance Programs (financed
through private sector contributions)
Could be Providing More Family
Planning. Public insurance programs are
mainly comprised of social security

administrations (although national insur-
ance plans similar to those in Canada and
Great Britain are increasingly being dis-
cussed in developing countries). Public
insurance programs that finance health
care are mostly concentrated in Latin
America although there are several large
programs in Asia. The coverage of
almost all Latin American social security
institutes has increased over the past
decade (with the exception of
Guatemala). This expansion has placed
great strain on their financial operations.
Despite this expansion, they still provide
services principally to middle and upper
income city dwellers.

It makes sense, therefore, for several rea-
sons (cost containment being the princi-
pal one) that public insurance programs
finance the majority of family planning
services for their beneficiaries, particular-
ly if the beneficiaries would not otherwise
pay for the services. In fact, many of
these programs do not feature family
planning as a major benefit. Mexico is an
outstanding exception with its aggressive
social security family planning program.
If all other social security administrations
in the region emulated Mexico’s pro-
gram, much of the future expansion in
family planning services in Latin America
would be financed from private sources.

A less formal method of public insurance
is for the government to mandate that
individuals or groups obtain insurance
coverage. This is done in some African
countries, where employers are mandat-
ed to take payroll deductions from
employees for health care.
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PRIORITY OBJECTIVES FOR PRIVATE
SECTOR POLICY WORK

his section provides a brief assessment

of the policy constraints outlined in

the previous section, focusing on the
issues most feasible to address through poli-
cy assistance. The lack of information con-
straint underlies all private sector issues.
The macro- and micro-economic environ-
ments are not feasible to address other than
as a general constraint or incentive. It
should be noted that there are some neces-
sary overlaps among the priority objectives
which follow.

OBJECTIVE 1: REDUCE GOVERNMENT
COMPETITION WITH THE PRIVATE SECTOR

Governments can compete with the
private sector in a number of ways. First, in
the consumers' eyes, governments often pro-
vide contraceptives and services at lower cost
than private providers since they generally
do not charge for either. Second, govern-
ments may have successful programs that
offer contraceptive methods (mainly clini-
cal) that are not readily available in the pri-
vate sector. Third, family planning demand
may be concentrated in older women who
favor methods largely offered by the govern-
ment. Fourth, precipitous declines in
income in some countries may force people
to rely on the public sector. And, fifth, gov-
ernment programs may have internal incen-
tives that could result in family planning
workers attracting already motivated users
from the private sector.

Research has suggested that this
“crowding out” of the private sector may be
the single most serious issue affecting the
growth of the sector. It will be important for
governments to limit the potential negative
impacts of their programs on the private sec-
tor. One way to accomplish this is to elimi-
nate subsidies to higher income groups who

use the public sector, thus providing them
with an incentive to use the private sector.
(Cost recovery in this manner can also
increase government revenues.) Another
way is to lower the cost of private services to
consumers through regulatory or policy
incentives.

OBJECTIVE 2: INCREASE GOVERNMENTS’
AWARENESS OF How TO UTILIZE THE
PRIVATE SECTOR

Only a few governments have a full
grasp of the scope of the private sector, and
actively incorporate the private sector into
their overall strategy. Governments that are
aware of the potential contribution of the
private sector will help promote policies and
regulations that encourage, or at least do
not inhibit private family planning markets.
Similarly, they are not likely to undertake
programs that directly compete with private
providers. Helping governments to under-
stand the benefits of the private sector asa
partner should be a feature of most policy
assistance strategies

OBJECTIVE 3: ELIMINATE REGULATORY

AND LEGAL BARRIERS TO PRIVATE GROWTH
Research suggests that a restrictive reg-
ulatory environment can inhibit the growth
of private sector family planning. Regula-
tions dealing with the price and availability
of contraceptives are especially important to
potential expansion of the private sector. As
long as there are duties, complicated licens-
ing procedures, or value-added taxes, the
private sector will be limited in its desire to
provide more family planning. Similarly, if
private practitioners, pharmacies, clinics, or
third-party payers are restricted from provid-
ing certain kinds of contraceptive services
(sterilizations, for example), the private sec-
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tor will not grow. Policy assistance strategies,
therefore, should also consider helping gov-

ernments and private groups to evaluate and
reform regulatory and tax policies that act as
disincentives to private services.

OBJECTIVE 4; ENCOURAGE PUBLIC
INSURANCE PROGRAMS TO FINANCE
AND/OR PROVIDE MORE FAMILY PLANNING

Public insurance schemes deserve
attention because of the large number of
current and potential users, and because in
some cases, greater use of social security for
family planning could result in the switching
of clients from ministries of health to
sources financed by users themselves.
Another reason to work with social security
organizations is to promote them as
financers of privately provided family plan-
ning services.

Another approach would be to encour-
age government-mandated private provision
of family planning services through employ-
ers. This could be accomplished through
the development of a generic cost-benefit
model which would identify the conditions
under which employers could reasonably
provide services. The results from the analy-
sis could foster policy dialogue on govern-
ment-mandated family planning services.

OBJECTIVE 5: INCREASE PRIVATE SECTOR
AWARENESS OF THE BENEFITS OF FAMILY
PLANNING; IMPROVE ORGANIZATIONAL OR
TECHNICAL CAPABILITIES OF PRIVATE
GROUPS TO DESIGN FINANCING PROGRAMS
There are literally thousands of oppor-
tunities to promote the financing of family
planning services through insurance
providers in developing countries. Working
directly with these private sector entities can

have major impacts on a large number of
beneficiaries. This means working with
large insurance companies, HMOs, or coop-
eratives that can set standards in their indus-
tries and affect a substantial share of the pri-
vate family planning market.
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APPROACHES TO PRIVATE SECTOR

POLICY JSSUES

he first decision is whether to work in
I the private sector at all. This decision

depends on several factors, including
the potential role of the private sector in a
given country, and the interest of the gov-
ernment in expanding private sector cover-
age. Because resources are usually limited,
the potential demographic impact of activi-
ties may also be an important seiection crite-
rion. Once itis concluded that there will be
a private sector policy component in a coun-
try program, the following types of analyses
will guide the selection of a particular
approach:

> Identification of policy barriers to private
sector expansion, either in the public or
private sector.

> An analysis of the feasibility of removing
policy barriers or improving existing poli-
cies.

> An analysis demonstrating the potential
impact of the desired policy improve-
ment on the private sector (including the
impact of proposed private activities on
public sector fami’ planning}. Some
quantitative indication of impact must be
argued during the design process of a pri-
vate sector activity.

> An assessment of why this particular
approach is more effective than alterna-
tive approaches.

Other factors to consider include:

> Existence of measurable performance
indicators, or a specified policy frame-
work to judge progress and evaluate the
achievement of activity objectives.

» Opportunities to link with other similar
project activities (e.g., A.LD. health
financing projects, World Bank or Inter-

American Development Bank loan activi-
ties) that would result in large benefits
for minimal investment.

» Evidence that the activity is consistent
with the local government strategy.

» The availability of staff, consultants, or
local collaborators to carry out the work.
For local collaborators, some evaluation
of their capacity to perform their tasks is
necessary.

» An estimate of reasonable costs and an
achievable timeframe.

SPECIFIC APPRCACHES BY ()BJECTIVE

The following tables present approach-
es to private sector policy issues for each of
the priority objectives identified previously.
For each objective, one or more approaches
are identified, policy activities are suggested,
and examples are provided. This is followed
by guidelines for project selection and devel-
opment. Policy analysts, consultants, or host
country researchers can use these simple
formats as a guide when developing private
sector elements of country strategies.

The guidelines are meant as criteria for
activity selection and development. Infor-
mation related to the guidelines should be
collected when formulating the activity. The
information will easily feed into any country
strategy that includes a private sector policy
component. Successfully followed guide-
lines should enhance the chances that the
activity will achieve its objectives. The guide-
lines will also provide early indications that
the activity may not be viable and should not
be pursued. Finally, these guidelines will
provide project and A.LLD. managers with a
checklist with which to evaluate proposed
activities and to assess key issues.
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Examples of some of these issues for
Objective 5 might be: Can HMOs finance
low cost contraceptive services while keeping
capitation fees constant? Are cooperatives
which finance their own health care viable
providers of family planning? What is the
feasibility of incorporating family planning
into community health financing schemes?
Will indemnity insurance plans in develop-
ing countries cover family planning services,
and under what circumstances? One possi-
bility for addressing some of these issues
would be to identify and evaluate existing
activities rather than taking a demonstration
approach. That is, rather than promoting
the introduction of reimbursement for fami-
ly planning into a large insurance company,
find a firm that already is reimbursing and
conduct the appropriate policy analysis and
evaluation. This latter approach would be
more cost-effective, and would result in the
same kinds of information that would be
used to convince industrial and professional
associations, governments, and donors of
the utility and means of generating private
investments in family planning.
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Objectlve |

Idenufy areas of «.ompetmon

Review of government programs;

- 'SECTOR

Pbii_cy Support Aéﬁﬁq :

analysis of who receives what
services from whom;
demand/supply analysis.

1986 USAID/Lima Population

OBJECTIVE 1: - REDUCE GOVERNMENT COhIEEI‘ITION WITHTHE PRIVATF

Strategy; analysis of social
marketing in Indonesia (Smith,
1992).

| Identify key government activities
linhibiting private sector.

Analysis of specific impacts of
government activitics (e.g., types
of public sec.or users, price
differentials, structure of
government incentives).

Akin and Schwartz study of
Thailand (1985); Indonesia
assessment (OPTIONS, 1988);
Keuney and Lewis analysis of
contraceptive source (1989).

JIdentify program changes that
would promote private sector;
eliminate subsidies to higher
income groups.

Policy analyses of changes in
program emphasis, proposals to
better target public subsidies
(government and donor);
proposals to affect demand
through user chaiges; revisions of
overall government population

strategy

Assessment of private sector
expansion in Indonesia
(OPTIONS, 1988); studies of user
fees and contraceptive use in
Thailand; policy work through
A.L,D. or World Bank non-project
assistaice.

Develop consensus for policy and

Presentation of results to senior

Various OPTIONS dissemination

rogram reforms. overnment managers; workshops | activities over past years.
progra g ag P pasty
for program managers; various
i dissemination activities.
Guidelines:

1. The gcvernment and local donors should be interested in improving the efficiency of their programs by
better targeting their resources to those most in need.

2. The government needs to guarantee the policy analyst undertaking the work access to information about
the government program. This includes any information based on service statistics, contraceptives
disbursed 2ad consumed, personnel allocations, facility locations, etc.

3. Donors need to be willing to reveal details on their activiti=s, including characteristics of users, and

financ.al inputs.

4. There should be a database (i.e., DHS or other population-based survey) that allows for estimates of

demand and use of contraceptives.

5. Depending on the analysis chosen, there must be adequate information available or relatively easily
fobtainabie to undertake the an=iysis; " If the analysis is'a price study, then price series must be available or 4
i feasible plan proposed to obtain them.

6. The political feasibility of effecting policy or program improvements should be demonstrated.

7. There should be some identifiable capacity in the private sector to meet family planning demand.

8. Make sure that activities are coordinated with other donors that may be working on similar objectives

through dnffcrcnt means (e -8, World Bank loan development)
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Objecgive

Promote government awareness
and desire to define and use the
private sector.

, Analyze role of private sector

OBJECTIVE 2 INCREASE GOVERNMENTS'AWARENESS OF HOWTO UTILIZE THE |

PRIVATE SECTOR

" Policy Support Activity _

(size, number and characteristics
of clients served); assess potential
for expansion; make projections
of use under alternative policy
and program options,

RAPID/TIPPS-type presentations
which develop arguments for
policy change. Work with
Population Unit or MCH/FP
dept. to produce report and
disseminate results. OPTIONS
Contraceptive Market Model.

i Promote awareness about the
barriers to private sector growth.

Analyze all potential barriers to
private expansion; make
assessment of which have greatest
negative impact; examine effects
of removing barriers.

Private sector assessment in

Indonesia (OPTIONS, 1988).

Assist governments to develop a
| private sector strategy as part of
overall population strategy.

Work with governments to
conceptualize, draft and adopt a
private sector strategy.

Implicit project design for
bilateral agreement "Innovations
in Family Planning Services" in
India, especially its use of NGOs
and for-profit providers.

| Disseminate strategy to private
sector providers and producers to
encourage their participation.

Sponsor meetings with donors,
private providers and producers to
seck support for strategy; produce
and distribute copies of strategy.

Seek opportunities to privatize
select government services;
develop reimbursement or
voucher systems for private use.

Assist governments to identify
certain services more efficiently
provided by private sector;
conduct analjses showing benefits;
help define terms of privatization
or reimbursement scheme.

IUDs and sterilizations in Taiwan;
Sterling in Nigeria distributed
donated commodities through .
commercial outlets; Brazil's Social &
Security reimburses for family
planning services.

Guidelines:

their resources more effectively.

program..

6. Concept of privatization or vouchers must be politiczﬂly acceptable and administratively feasible.

1. Government should have interest in expanding coverage of family planning services and in spendmg

2. There should be available: data for assessing the current and future participation of the private sector.
3. Alternative policy/program proposals must be politically and administratively feasible.
4.-Government shouid have an overaii strategy for implementing its population program.

5. Donors and private producers, distributors, and providers must be willing to cooperate with governiaent
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o Pobcy -nol;ortActivity

jImprove incentives to private
providers.

Policy analyses of tax rcgulatory

and foreign exchange incentives

on local providers; project effects
of alternative incentives.

| Orals placed on essential drug list

in Sudun; tax exemptions to large
employers in Korea; potential
non-project assistance benchmark
analyses.

Reduce disincentives to private
f providers.

Policy analyses of pricing, tax,
regulatory, exchange, advertising,
certification, practice
disincentives; estimate effects of
climinating disincer tives.

OPTIONS policy analyses in
Morocco examining effect of
removing tax disincentives;
potential policy work through
A.LD. (non-project assistance) or
World Bank loans; efforts to
permit wider role for NGOs,

Strengthen lobbying capabilities
J of private associations and
providers.

Build capacity in local entity
(industrial assoc., insurance
assoc., medical assoc., etc.) to
carry out and present policy
analyses to achieve tariff, tax and
regulatory concessions for health
care.

Virtually all U.S. industrial and
professional associations.

| Guidelines:

§1. To effect legal and regulatory changes, which often requirzs cooperation across sectors, a strong
government population policy or commitment is generally 1equired.

§2. The government needs to have an overall population/family planning strategy that has expanded private

use as one of its objectives.

I3. In the absence of active government support, there should be some other incentive mechanism (i.e.,
fnon-project assistance benchmarks, pending Bank loan) to induce policy improvements.

f4. There needs to be enough information or data available to carry out policy analyses (e.g., for a tax
anal:sis one needs volume of imports or sales., effects of tax on final price, estimates of elasticity of demand
3for commodity, demand for commodity, etc.).

5. For potential sponsorship of local policy dialogue activities (i.e., lobbying), there should be a local
institution which has the ability and experience to represent its position to the government.
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|Promote greater provision of Firancial and budget analyses; OPTIONS work in Bolivia and

' i i health benefits analysls, planning | Philippines; TIPPS work in Peru.
and programmmg for country s0c,
sec. organization.

Dissemination of results from OPTIONS social security
security-provided family planning. | country cases to managers of conference in Central America;

' other country soc. sec. presentations of OPTIONS
organizations. Presentation of analyses to Philippine Medical
results to other entities (e.g., Min. | Commission (Griffin etal., 199",
of Fin.) within country.

I Mandate employer-provided or Develop genieric model Employers with over 200
kfinanced family planning. (cost-benefit, health benefit) for | employees in Philippines are
presentation to government policy | mandated to provide family
makers. planning services to workers;
similar regulation in India.

Provide public facilities for private | Policy dialogue; feasibility Khartonm Health Commission
fpractice. analyses; technical assistance in | opens public clinics for private
| ‘ " | financial planning. practice in afternoons.

Provide access to loan or grant Identify and assess feasibility of Considering special development

fcapital. publicly sponsored loan or grant | fund for health activities in Belize.
: fund. o

. Guxdelmes.

1. There needs to be available data on the charact:nstxcs of social security beneficiaries (demand for family
planning, current prevalence, method mix, current source, etc.). Social security health schemes whose
Ebeneficiaries have high- modern method prevalence and who rely on the private sector should not be
jcandidates for this project compa:ient. If this data is not available, then data suitable for estimating
characterisitics (e.g., DHS) should be.

§2. Preferably, the social sccunty orgamzat.on covers some portion of lower income workers and their
depcndcnts

3. The issue of equity needs to be addrcsscd bcforc takmg on asocial security acitivity. In what way will this

Jactivity achieve direct or indirect benefits of poorer members of society? Project designers must take care
that the activity is not just providing better bencfits to higher income groups, but that there is some equity
pay-off (e.g., efficiencies gained will allow government to better target scarce resources). These
'ustiﬁcations need to be agreed upon by participating organizations. :

Soc.a‘ts»aumy -oiganizations must be interested in-cost-coniainment and-in impro-iny efficiency; and -
thcy need to dcmonstmtc accmmitment to increase resource allocauons based on pioject findings.

5. For the pnvatc use cf pubhc facnlmes, govemmrnt.s need to recognize tha, health facilities are
underutilized; political and adminstrative feasibility must be demonstrated.

6. For a loan or grant fund, the government must recognize the utility of promoting private growth, and
must havc ava:lablc funds (either mtcmally or irom donors).

7. The last two activities might be best undertaken in conjunction with health financing work cither by
other A.LD. projects or the World Bank.
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jPromote private insurance, HMO, | Develop decision-making TIPPS work with Medical Aid
and other third-party payer information; demand and Societies in Zimbabwe; women's
coverage of family planning. financial analyses. credit unions in the Dominican
' ' Republic; credit unions in
Ecuador; Chamber of Commerce
: : : in Belize.

Develop financial and pricing Prepare financial and market TIPPS work in Zimbabwe; possible
¥structures for groups that finance | analyses; develop pricing and work with HMOs in Dominican
Jor could finance private family service packages; policy dialogue | Republic and with cooperatives in

planning . with providers to set prices, Ecuador; community financing

' schemes, etc. schemes in various countries.
i Promote business contributions to | Prescatations to senior TIPPS presentations to Chevron
family planning activities. - management and boards of '] Corporation.
: © | directors of large national and ‘
international firms.

Guidelines:

j1. There mustbe a fmrly low-cost, quality source of pnvatc family planning provnders for reimbursement
Jschemes to be successfur.

2. The risk pool should have a substanual propomon of females and chlldrcn ifa ﬁnancxal bencﬁt is likely
to be shown.

8. There should be adequatc sccondary information (DHS), existing primary mtormanon, oran efﬁc:ent
way to collect new data (e.g., through an already planned survey). .

4, It must be determined either by direct or indirect estimates, prefcrably in advancc, where current users
in the risk pool are obtaining family planning services. : :

5. Broad government policies and/or specific regulations should permit to encourage private entities to -
ffinance prcventive health care.

6. The collaborating insurance company, cooperauve, HMO must be willing to "open up its books" for any
g analysis or follow-up monitoring. - :

7. The collaborating firms ideally should be profitmaking.

8. The macroeconomic environment should be positive for the collaborating business sector.
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MONITORING AND FVALUATION

ne of the major shortcomings of
previous private sector policy work
\ has been the lack of evaluation of

project progress or outcomes. For example,
both the A.LLD.-funded Enterprise and
TIPPS Projects stimulated companies to pro-
vide mor¢ family planning services. Yet,
because there were few evaluation compo-
nents in their combined 70-plus subprojects,
very little is known about whether or not
these efforts achieved their intended results
(e.g., attracting new users, attracting public
sector users, or providing more effective ser-
vices). Similarly, despite the nearly universal
references to regulatory and tax constraints
in analyses of private sector family planning,
it is difficult to find any study of the actual
effects on supply or demand resulting from
policy changes in this area. Therefore, even
the most modest evaluation plans will make
a substantial contribution to understanding
which policies are important to private sec-
tor behavior/performance.

Policy development activities aimed at
the private sector could benefit from the fol-
lowing evaluation steps:

1. Specify the objective. In the case of the
OPTIONS Froject, the objectives of poli-
cy support to the private sector are:

(a) increase private sector resources allo-
cated to family planning programs, and
(b) improve the environment for private
sector family planning through public
policy reforms.

2. Develop a theoretical framework which
establishes relationships between inputs
and outcomes. For example, economic
theory indicates that, holding other
things equal, a lowering of the price of
contraceptives will increase demand for
them. Thus, theory tells us that a policy
exempting contraceptives from import
duties is likely to increase contraceptive
use.

&

3. Develop indicators to measure change.
In order to determine whether an inter-
vention has the desired effect, perfor-
mance and outcome indicators need to
be defined at the outset. In the import
duty example, the performance indicator
would be whether the tax regulation had
been changed. Outcome indicators
would be changes in the number and
share of private sector users, the numbers
switching from public sources, and the
numbers of new users.

4. Collect information on indicators before

and after the iutervention. Once the
indicators are defined, they need to be
measured before and after the interven-
tion to gauge the extent of change associ-
ated with it. [Note: this can pose prob-
lems since many broad indicators, such as
the proportion of persons using the pri-
vate sector, are only collected several
times per decade. In these cases, the pro-
Jject designer needs to find proxy indica-
tors such as trend data on the quantity of
contraceptives sold on private markets. j

Analyze indicators and rule out alterna-
tive explanations for differences. If the
indicators show a change in the direction
sought, it is important to take into
account other events that may have con-
tributed to the change as part of the eval-
uation analysis. In the import duty exam-
ple, the evaluator would want to check
the distributor prices of contraceptives
ove: the analysis timeframe to make sure
that rhe decline in observed prices was
the result of the policy change and not a
lowering of wholesale markups on com-
mercial prices. There could be other fac-
tors at play that should be analyzed. For
example, if the public sector greatly
stepped up its recruiting, or if a recession
lowered real incomes during the time-
frame, the effects of a tax reduction
could be mitigated. This approach ailows
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the evaluator to judge the net contribu-
tion of the policy intervention to the
desired policy improvement. This can be
a challenging task; however, a solid con-
ceptual framework can help take into
account and rule out alternative explana-
tions for success.

The indicators that can be used for
evaluating private sector policy work are gen-
erally straightforward because the objectives
are well specified. Developing the causal
linkages between policy activities and nation-
al-level data is more difficult to establish.
Some broad indicators suitable for evalua-
tion are:

» Numbers and proportion of contracep-
tive users obtaining methods from the
private sector at the national level.
(Sources: Demographic and Health
Surveys, other country surveys, service
statistics, pharmaceutical sales data.)

> Numbers of contraceptive users obtain-
ing methods from sub-national organiza-
tions such as social security, insurance
industry, employed sector, etc. (Sources:
social security service records, employers’
surveys, insurance association surveys,
service statistics from groups like the
Association for Voluntary Surgical
Contraception, etc.)

» Amounts of financial resources allocated
to family planning at the national level.
(Sources: expenditures derived from
DHS data and estimates of the costs of
methods; estimated expenditures derived
from method and source switching from
DHS or other survey data, multi-round
household surveys, e.g., Living Standards
Measurement Surveys, or various multi-
round household surveys sponsored by
the U.N.)

» Amounts of financial resources allocated
to family planning at the organizational
level. (Sources: social security budgets,
expenditures, service statistics and expen-
ditures by method; employer surveys;
insurance association questionnaires; pri-
vate hospital and medical association
questionnaires; etc.)

Many policy activities in the private sec-
tor are intermediate steps aimed at achiev-
ing the overall objectives of increasing pri-
vate resources and achieving policy reforms
to raise private participation in family plan-
ning provision. Indicators for the objectives
outlined in this paper listed below:

OBJECTIVE 1: REDUCE GOVERNMENT

COMPETITION WITH THE PRIVATE SECTOR

INDICATORS: the adoption of cost recov-
ery practices in the public sector that target
higher income users; evidence of switching
from public to private sources as a result of
charging for public services; increases in the
number of private outlets for family plan-
ning services that have been mainly provid-
ed by the government (i.e., sterilizations);
better targeting of public sector users focus-
ing on those who would not otherwise use
family planning.

OBJECTIVE 2: INCREASE GOVERNMENTS’
AWARENESS OF HOW TO UTILIZE THE
PRIVATE SECTOR

INDICATORS: discussion or assignment
of a role for the private sector in country
population strategies; private sector partici-
pation in policy and regulatory development
activities; government actions to analyze or
reform policies affecting the private sector.
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OBJECTIVE 3: ELIMINATE REGULATORY
AND LEGAL BARRIERS TO PRIVATE G:ROWTH.

INDICATORS: comparative analyses of
legal and regulatory codes before and after
intervention; evidence that barriers have
been removed (e.g., importers are relieved
of obligation to pay import tax on contra-
ceptives).

OBJECTIVE 4: ENCOURAGE PUBLIC
INSURANCE PROGRAMS TO FINANCE
AND/OR PROVIDE MORE FAMILY PLANNING

INDICATORS: social security or national
health insurance plan managers are
engaged in discussions about family plar:-
ning; the same management adopts imple-
mentation plans to increase family planning
services; budgets are prepared that include
a family planning line item; staff members
are trained; contraceptives are ordered,;
increased expenditures are made for family
planning services; service statistics show
increases in users; etc.

OBJECTIVE 5: INCREASE PRIVATE SECTOR
AWARENESS OF THE BENEFITS OF FAMILY
PLANNING; IMPROVE ORGANIZATIONAL OR
TECHNICAL CAPABILITIES OF PRIVATE
GRroups TO DESIGN FINANCING PROGRAMS
InpicaTors: HMOs, private insurance,
and third-party payers begin to reimburse
for family planning services; private
providers attend meetings on family plan-
ning; private providers analyze pricing
schemes, undertake cost-benefit analyses or
design family planning reimbursement
schemes; service or claim statistics show the
financing of family planning services.

These are just some of the areas in
which the project designer can seek indica-
tors for evaluation. The exact configuration

will be dependent on the private sector activ-
ity selected for the project intervention. At
any rate, a clear set of indicators along with a
discussion of the rationale for such indica-
tors should be included in every country
strategy.
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