BORROVNER:

EXECUTI NG AGENCY:

PRI MARY HEALTH CARE REFORM PROGRAM

( PR- 0028)

EXECUTI VE SUMVARY

Republ i ¢ of Paraguay

M nistry of Public Health and Wl fare (NMSPBS)

AMOUNT AND SQURCE: | DB/ GC US$39 million 1/ 84%
(Single Currency Facility)
Local counterpart funding: US$ 7.6 million 16%
Tot al : US$46.6 million 100%
FI NANCI AL Anortization period: 20 years
TERVS AND Di sbursenment period:5 years
CONDI TI ONS: Physical initiation of works:4 years
Interest rate:variable
G ace peri od: 5 years
I nspecti on and supervision: 1%
Credit fee:0.75% of undi sbursed bal ance
Currency of the |oan:Single Currency
Facility:
50%in U S. dollars
25%in yen
25% i n deut sche marks
OBJECTI VES: The programis general objective is to support the
gradual process of health sector nodernization and
reform while seeking to provide quality services to
t he Paraguayan popul ation efficiently and equitably.
The program viewed as the first phase in support of
the sector reform process, provides incentives and
mechanisns to inplement in primary health care to
address one of the popul ation's nmain health probl ens:
mat ernal and perinatal nortality.
The specific objectives are: (i) to strengthen
regi onal aut onony by, anmong other things, identifying
and coordinating the sector-related responsibilities
of the various agents (Regional Health Directorates,
Departmental Health Secretariats, and other regional
and |ocal agencies); (ii) to strengthen the regula-
tory and policy-setting role of the Mnistry of
Heal t h t hr ough t echni cal assi st ance, t he
1/ Resources of the Internediate Financing Facility (IFF) account may

be used to pay part of the interest on up to US$32 mllion of the

| oan.
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DESCRI PTI ON:

ENVI RONVENTAL
CLASSI FI CATI ON

BENEFI TS

establ i shment of interagency cooperation agreenents

the provision of a regulatory framework for the
private sector, and the setup of the Ofice of the
Heal th Superintendent as the agency responsible for
health care sector regulation; (iii) to develop a
system for distribution of MSPBS and departnent al

budget resources to the health care sector, to
decrease regional inequity and adjust allocations to
each region's poverty levels, existing service
supply, and health indicators; (iv) to introduce
nmechani sns for i mprovi ng r egi onal and | oca

managenent, naking the health care regions and the
department s responsi bl e for heal th managenent
performance; and (v) to provide a package of quality
basic primary health care services, which inplies
actions to inprove care by pronoting active private -
sector participation and the gradual i ntegration of
the various agents in the delivery of health care
services (public sector, private sector, and the
Soci al Welfare Agency).

The programis conprised of two conponents:

1. Conponent | ? nodernization of the sector's

or gani zat i onal structure (US$4.2 mllion),
i ncluding the regul atory and pl anni ng capacity of
the MSPBS. This conponent provides funding for:
(i) technical assistance to strengthen regional
autonory; (ii) the "outstanding professional™
initiative; and (iii) inproved vital statistics.

2. Component |1 ? inprovenent of prinmary health care
(US$37.8 nmillion) through: (i) human resource
devel opnent and trai ni ng; (ii) inmproved

procurenment and distribution of nedicines and
inputs; (iii) rehabilitation of infrastructure
and equiprent; (iv) strengthening of the patient

referral and cross-referral system and
(v) information, education, and dissem nation
pr oj ects.

The Environment Committee, at its neeting of June 27,
1995, classified this as a Category Il operation.
The environmental profile was submitted to the PIC on
Sept enber 25, 1996

The main benefits of the project are associated with
reducing maternal and infant nortality, primarily
among | ow-i ncone groups, through increased coverage
and inproved quality of care. This will be achieved
by identifying mninmum care protocols, providing
technical training for health care personnel and
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POVERTY TARGETI NG
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establ i shing professional requirenments based on the
| evel of care, inplenenting sector regulations, and

i nvesting in equi pnent and infrastructure
rehabilitation at the MSPBS' s health posts and
centers. The program wll nake the regional
distribution of financial and human resources nore
equitable and will inprove internal efficiency and
resource allocation. By strengthening regional

aut onomry, the programw ||l benefit the sector through
health care policy planning that is consistent wth
overal | avail able resources and | ocal needs. Coordi -
nati on anmong the public and private sectors and the
social security system wll allow the public sector
to offer health care services wthout having to
expand its payroll or infrastructure unnecessarily.

One of the risks in the way of program success woul d
be a shift towards centralism in decision-naking,
financing and allocation of resources, and policy-
setting for the sector. The mechani sns to inprove
managenent , r egi onal i nt eragency participation
agreenents and agreenents with other agents in the
sector, and activities to inprove the admnistrative
and financial planning capacity included in the
project would no | onger nake sense if a change in the
reform agenda were to occur. To offset this ri sk,
the project team conducted a detailed study of the
deconcentrati on process in the health care sector and
pursued a nunber of activities involving discussion
and di ssem nation of the findings at the departnental
and regional levels and with various aut horities at
the central |evel. The program activities were
primarily designed to reduce the risks of under taking
a speedy decentralization process |like the one that
the MSPBS was pronoting, wthout first identi fying
the responsi bilities of the various agents, assessing
the costs of the process, and pronoting dial ogue and
di scussion at the regional, Ilocal, and national
| evel s. These activities will be conducted through
the technical assistance to be provided under the
program s Conponent |.

Pursuant to the provisions of the Eighth Replen-
i shment docunent (AB-1704, paragraph 2.15), and in
view of the fact that the inproved maternal and child
health care activities to be provided by the public

sector essentially target |ow-income population
groups, it has been determined that the proposed
program mneets the characteristics of a program
targeting |ow-income groups. In accordance wth

paragraph 2.13 of the aforementioned document, this
program falls under the social equity and poverty
reducti on category.
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THE BANK' S
COUNTRY AND
SECTOR STRATEGY:

SPECI AL
CONTRACTUAL
CONDI TI ONS: 2/

The program design is consistent with the Bank's
social sector strategy and with the Ei ghth Replen-
i shment gui delines. The program focusses on actions
that are compatible with the healt h care strategy set
forth in Paraguay's 1994 country paper, in which the
Bank proposed to support inproved quality and
coverage of decentralized services, the availability
of qualified human resources, inproved planning and
coordination in the sector, and increased service
cover age. The program also is in line with the
Bank's general strategy for the social sectors, which
enphasi zes: (i) clear identification of objectives;
(ii) a car ef ul appr oach to decentrali zati on;
(iii) the evaluation of the level of preparedness of
institutions to undertake sector reforns and foll ow-
up on the phases or steps taken during the process;
and (iv) introduction of incentives to make the
sector nore efficient.

1. The following conditions precedent to the first
di shursenent ? to be nmet to the Bank's satisfac-
tion ? will be stipulated: (i) establishnment of
the central coordinating unit and at |east two
departmental coordinating units, with a struc-
ture, functions, and resources to enable themto
carry out the program (see paragraph 3.2);
(ii) entry into force of the operations manual
(see par agraph 3. 8); (iii) creation and
regulation of the "outstanding professional™
initiative and the related technical commttee
and publication of the first call for applica-
tions (see paragraphs 3.14 and 3.15); and
(iv) formulation of departnmental strategies and
the investment plan for the year one (see
par agraphs 3.28 and 3. 29).

2. During execution, as a neans of instituting the
program follow-up and review nechanism the
contract will set forth conditions to ensure that
activities are planned and that proper follow-up
and eval uation are conducted, as agreed upon wth
the country and as indicated in paragraphs 2. 18
and 3.47 through 3.49

3. PPF resources will be used to carry out activi -
ties to launch the program These activities
will make it possible to consolidate the program



CONTRACTI NG OF
CONSULTI NG
SERVI CES AND
PROCUREMENT OF
@G00DS AND
SERVI CES

EXCEPTI ONS TO
BANK POLI CY:

Executive Summary
Page 5 of 5

and quickly fulfill the conditions precedent (see
par agr aph 3. 49).

The contracting of consulting services and procure -
ment of goods and related services and awarding

contracts for the construction of works wll be
undertaken in accordance with the Bank's procedures.
International conpetitive bidding will be required

for construction work involving anounts in excess of
US$2 million and for goods and related services

invol ving anounts in excess of US$250, 000. Com-
petitive bidding involving anounts below the
aforementioned thresholds will be conducted in
accor dance with nat i onal | egi sl ation (see

par agr aph 3. 40).

Managenent training wll be carried out by the
Associ ation  of University Programs in Health
Adm nistration (AUPHA) and the reproductive health
managenent training will be provided by the United
Nati ons Popul ati on Fund (UNFPA). Justification for
direct contracting of these agencies without issuing
a call for bids is provided in paragraph 3.21. Based
on their vast experience in Paraguay's health care
sector and their excellent track record, the direct
contracting of these agencies is proposed as an
exception to the Bank's hiring policies.



