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SUMMARY

Efforts to privatize portions of the health sector have proven more difficult to implement than
had been anticipated previously. One common bottleneck encountered has been the tradi-
tional organizational structure of the private sector, with its plethora of independent, single
physician practices. The atomistic nature of the sector has rendered many privatization efforts
difficult, slow and costly—in terms of both organizational development and administration.
In many parts of Africa, in particular, the shortages of human and social capital, and the fra-
gile nature of legal institutions, undermine the appeal of privatization. The private sector is
left with inefficiencies, high prices and costs, and a reduced effective demand. The result is
the simultaneous existence of excess capacity and unmet need.

One potential method to improve the efficiency of the private sector, and thereby enhance
the likelihood of successful privatization, is to transfer managerial technology—via franchis-
ing—from models that have proven successful elsewhere. This paper presents a feasibility
analysis of franchizing the successful Bolivian PROSALUD system’s management package
to Zambia. The assessment, based on PROSALUD’s financial model, demonstrates that tech-
nology transfer requires careful adaptation to local conditions and, in this instance, would still
require significant external assistance. Copyright # 2003 John Wiley & Sons, Ltd.
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‘You cannot walk away from Zambia’s reform effort saying, ‘‘We helped Zam-

bia dive into the river of comprehensive Health Reforms . . . and those chaps

were courageous, but Zambia’s infant mortality rate has become worse; its

infrastructure remains unfixed; its drug supplies still inadequate; its epidemics

uncontrolled . . . .’’’

Hon. Deputy Minister, Dr Katele Kalumba (World Bank, 1994: 11)
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‘To have an efficient economic system it is necessary not only to have markets

but also areas of planning within organizations of the appropriate size.’

R.H. Coase (1992: 716)

Privatization has become a virtual mantra in the health sector reform efforts of many

countries throughout the world. The most difficult part of privatization has often

been regarded as making the initial political decision to pursue it. Thereafter, it

has often been thought that privatization is a relatively simple, straightforward pro-

cess: private markets will spontaneously develop and flourish, resulting in efficiency

gains as private agents pursue profits. There are numerous examples of this having

occurred across a range of countries and industries (Harper, 2000). Just as often,

however, reform has been characterized by slow starts, false starts and less-than-

stellar results, as the fears of Zambia’s Deputy Health Minister quoted above reflect.

These disappointing experiences testify to what is becoming increasingly recog-

nized: namely, that privatization is not an automatic, foolproof process for spawning

relatively more organized and efficient organizational structures. This is especially

likely to be the case in the health care markets of poor countries. Ronald Coase’s

insight above pinpoints the essence of the problem. It is not enough simply to

‘allow’ markets to exist: markets (as with governments) must develop appropriate

organizational structures. The institution-building, organizational development pro-

cess takes time and considerable learning-by-doing (World Bank, 1996: 85). How

much so, depends upon (among other things) the nature of the activity to be priva-

tized and the nature of the market in which it is to be introduced.

As issued by the World Bank in its 1993 World Development Report, the call for

privatizing portions of the health sector involves several complex and interrelated

activities, including the narrowing of the scope of the public sector, transforming

the state from a provider of care to a financier and regulator of care, and promoting

the growth of the private health sector—both indirectly (by removing legal obsta-

cles) and directly (by, for example, contracting out services). Implementing the

practical details involved in these various, at times very different, types of processes,

has revealed numerous potential stumbling blocks. A common bottleneck to

initiating change in most lower and middle income countries (with the exception

of some socialist states) has been the traditional organizational structure of the pri-

vate health care sector, with its plethora of independent, single physician practices.

The atomistic nature of the private sector is likely to render privatization efforts

difficult, slow and costly—in terms of both organizational development and admin-

istration.

Physicians, in general, are not known for their entrepreneurial or managerial

skills: rather, evidence suggests that they often follow practices that constrain the

size and growth of their businesses. For instance, doctors commonly pursue tar-

get-income pricing policies. They have an expected or desired level of income

which, if they find they are unable to attain, they respond to by increasing the prices

of their services, thereby discouraging patients, reducing demand and further dam-

pening incomes. This practice creates a vicious negative spiral such that physicians

may become significantly under-employed. Privatization thus runs head-long into

the reality that private practices historically have not been run efficiently, which
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is to say, their organizational structure and management practices have not mini-

mized costs for consumers.

Rather than reviewing failed attempts at privatization, this paper instead seeks to

promote privatization and, more generally, health care organizational management

skills by encouraging the transferring of organizational and managerial technology

from one developing country to another via franchising. Franchising offers econo-

mies of scale and scope, as well as other organizational advantages over the gener-

ally prevailing, single-provider structure. It provides a means for improving the

organization of the private sector and thereby the probability that privatization

schemes will be successful. In this study we demonstrate how a private sector busi-

ness model—developed and applied in a socially responsible, highly successful

manner in one developing country, Bolivia—can be adapted to improve efficiency

in the private health care sector in another country, Zambia. More specifically, this

paper conducts a financial feasibility analysis of replicating the Bolivian-based

PROSALUD model in Zambia. The assessment uses empirically based parameters

in order to ground the model in the specific market characteristics of Zambia. The

introduction of Zambian health care market parameters into the model alone, how-

ever, does not provide all of the information necessary to make the assessment. A

number of critical data parameters still must be assumed, however, and sensitivity

analyses are used to investigate the robustness of various key assumptions. For rea-

sons discussed below, franchising represents a business practice that is not likely to

germinate spontaneously in Zambia’s private health care markets.

PRIVATIZATION: WHY THE PROFIT MOTIVE IS OFTEN NOT ENOUGH

In recent years privatization has been spurred by two factors: first, a pragmatic concern

over a persistently inefficient public sector (coinciding with large and growing central

government deficits); and second, an ideological consideration, namely the growing

preference of some governments and of many international agencies to reduce the

scope of the public sector. Too often it has been forgotten that privatization is a natural

outgrowth of long term economic development itself. For example, private sector ser-

vices have high income elasticities of demand. Thus, as average income increases, so

too does the demand for and utilization of private health care services. Whatever the

reason, the move toward private sector health service providers has generated growth in

both for-profit businesses and non-profit, non-governmental organizations (NGOs).

In many Latin America countries (particularly the Andean and Central American

countries), the private sector has been relatively slow to develop because it has his-

torically been crowded-out by free or low–priced Ministry of Health services and

mandatory enrollment in social security systems with their own health care delivery

systems. This situation has often been compounded by the distribution of private phy-

sicians and hospitals, which are overwhelmingly concentrated in capital cities (Fie-

dler et al., 1999). As a consequence of these factors, the considerable growth in the

private sector over the past decade in much of Latin America has not occurred at any-

thing approaching its potential. The market has been demand-constrained—evi-

denced by the excess supply of private physicians and hospital capacity that exists

in many countries (even as the health care needs of substantial portions of the
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population remain unmet). A World Bank survey in El Salvador, for instance, found

considerable excess capacity: physicians on average reported only 1.2 consultations

per hour in their private practices and 20% of physicians reported they could increase

the number of private consultations by between 50% and 100%. Meanwhile, private

hospitals had an average occupancy rate of just 54% (Iunes, 1994: 12–13). Similar

results have been found in Ecuador and elsewhere (Fiedler and Nelson, 1996: 5).

This situation, however, is changing. As technology lowers transportation and

information costs, and as average real per capita incomes increase, the private health

sector in these countries is growing. The transformation of these historically small,

fragmented and inefficient markets has created a large gap in service potential which

domestic and foreign multinational managed care organizations have recently

started to recognize and are today trying to fill (Freudenheim and Krauss, 1999).

All agents, public and private alike, are trying to define the future nature of the firm,

its organizational structure, its size and its composition in terms of its foreign versus

domestic ownership. This has been the recent experience of Latin America, a middle

income region of the developing world.

What about Africa?

African countries have low numbers of medical care providers: on average there are

only 200 doctors per million persons in Africa, compared with 824 per million in

Latin America and 2381 per million in OECD countries (Hanson and Berman,

1998: 198–199). Of these, privately employed physicians constitute 46% of the total

in both Africa and Latin America, and 55% in the OECD. African countries, on aver-

age, have a higher share of private hospital beds (34%) compared with Latin America

(21%), but many fewer beds in total: hospital beds in Africa number on average just 17

per 10 000 persons compared with nearly twice that (29 per 10 000) in Latin America.

There is no reason to think that the pressure for privatization will subside, or that

such privatization that does occur in Africa will proceed any easier than in Latin

America. Indeed, the shortage of human and social capital, along with the fragile

nature of both legal institutions and the rule of law, suggest instead that privatization

in Africa will encounter far greater difficulties. The thesis of this paper is that appro-

priate technology developed in other regions may be adaptable to Africa, lessening

the need to ‘reinvent the wheel.’ Certainly, imported technologies must be tailored

to, and sensitive of, local conditions and cultural attitudes.

THE ALLURE OF FRANCHISING

Ronald Coase’s insight quoted at the start of this paper highlights the importance of

the institutional structure of production. When compared with the atomized business

activities of a plethora of individual physician practices, an appropriately sized

‘firm’ can substantially reduce costs. When choice of technology is flexible, firms

lower costs of production by economizing on expensive inputs. In the health care

markets of most African countries, entrepreneurial and managerial talent is rela-

tively scarce. By adopting production technology that reduces the requirements

for these resources, more efficient forms of organization than the single physician
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practice can be developed and developed more rapidly, thereby improving opportu-

nities for privatization and gains in the efficiency of the health care market.

A franchise consists of one entity granting legal permission to another entity to

sell a product or to use a trademark or a technology to produce and sell a particular

good or service. Franchising is a mechanism for replicating a proven business strat-

egy that is based on the concept of minimizing start-up time and costs, and econo-

mizing on scarce entrepreneurial and managerial talent. In this paper we consider a

particular type of franchise, one that is likely to be especially amenable to entering

into a public–private partnership; namely, a social franchise. A commercial

(for-profit) franchise system would favour the production of higher-profit medical

services and would likely reduce or eliminate unprofitable activities (such as pre-

vention and wellness clinics); a commercial franchise would likewise establish itself

in locations which are most profitable (likely avoiding poorer-income neighbour-

hoods). By contrast, a non-profit ‘social’ franchise system strikes a balance between

equity and sustainability concerns (Population Services International, 1996: 24).

The envisioned social franchise of clinics: (1) is designed to provide a high

volume of low-income persons with quality primary health care; (2) must be more

efficient and be able to recover more costs than public sector delivery systems; and

(3) as a consequence of this should achieve a substantial level of self-financing after

an initial start-up phase. The social franchise would receive start-up funding by a

donor agency and in return its clinics would perform public health functions in

poorer neighbourhoods. These criteria allow for considerable discretion (particu-

larly the last one) in defining what level of self-financing is adequate and what is

the duration of the start-up phase. Maintaining innovation and cost efficiency within

a non-profit organization is a critical issue that is addressed at length below.

The franchising technology: the PROSALUD model

While franchising is a common practice in a wide variety of retailing operations, its

application to health care delivery is relatively new in developing countries. An

attractive model for a social franchise is provided by PROSALUD, a private–public

partnership that has been in operation in Bolivia for more than two decades. PRO-

SALUD was conceptualized in 1983 with support from the United States Agency

for International Development (USAID). Two years later it began operations with

six health centres (half in urban areas), and three health posts (all rural). By 2000,

the organization had expanded nationally to encompass 34 health centres, a 25-bed

referral hospital, a child development centre, and provided primary health care ser-

vices to 400 000 people—nearly 5% of Bolivia’s population.1

1PROSALUD probably does not meet all of the technical requirements for being a ‘franchise’ operation.
Although franchises entail marketing, branding and other activities in common, one generally thinks of
each franchise as being a legally distinct operation (e.g. an independent McDonald’s franchise in Detroit
is not legally or financially tied to a McDonald’s franchise in San Francisco). It is this separation of
ownership that is distinct about a franchise operation compared with say, a branch bank. By contrast,
PROSALUD health centres in wealthier urban areas subsidize health centres in poorer rural areas.
Nevertheless, PROSALUD in many respects acts like a franchise operation in terms of management,
marketing, training and other operating aspects. For current information on PROSALUD’S see its
official website: http://www.prosalud.org/index.htm.
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PROSALUD’s network is distinguished by its patient-focus and its provision of a

large volume of high-quality services with impressive levels of patient satisfaction

(for analysis of these issues see Fiedler, 1990; Fiedler and Hougen, 1995; Cuellar

et al., 2000). Just as importantly, PROSALUD provides relatively cost-efficient ser-

vice, such that in the mid-to-late 1990s it was about 75% self-financed through user

fees. As a not-for profit, public–private partnership, PROSALUD does receive an

operating subsidy. The subsidy allows PROSALUD to carry out public health activ-

ities: for example, it provides all preventive services entirely free-of-charge (includ-

ing immunizations, well-baby visits and prenatal care—roughly half of all of its

care). In addition, roughly 10% of curative care is provided to indigents free-of-

charge. All other patients pay relatively low (sliding-scale) prices.

PROSALUD’s centres are staffed by a general practitioner (GP) who also serves

as the director of the clinic, and, depending upon the caseload, a minimum of one

nurse, a nurse auxiliary and a laboratory technician, who are all salaried employees.

In addition, most clinics have a dentist, an obstetrician/gynaecologist and a paedia-

trician. These staffers are non-salaried and operate under a fee-splitting arrangement

(which allows PROSALUD to avoid substantial fixed personnel costs). In return for

splitting-fees, PROSALUD provides doctors with the use of a consulting room, a

high volume of patient traffic, and marketing and management support (terms vary

by specialist). Administration is carried out by the central office or management ser-

vice unit (MSU), which oversees system development and management (e.g. mar-

keting, planning, personnel hiring and training, and the purchase and distribution of

drugs and other supplies).

One of the foremost elements in PROSALUD’s successful control of costs is its

well-documented and well-institutionalized management system. It is this system

that provides the basis for its technological advantage and that sparks interest in

assessing its potential adaptation in Zambia and elsewhere. The two major features

of the system are: (1) the development of and reliance on a monitoring, evaluation

and planning information system (MEP) for tracking patient services, revenues and

costs; and (2) its procedures for personnel recruitment, processing and training. The

data-driven MEP information system emphasizes and makes transparent the con-

nection between service delivery, patient satisfaction and financial performance;

PROSALUD has made the MEP a centerpiece of a participatory management pro-

cess that utilizes public meetings of employees and patients to create a heightened

consciousness about the business aspects of health care that are conspicuously lack-

ing in many other systems, be they in the low- or high-income countries.

At its heart, this operating and management system is based on transparency, flex-

ibility, and wide participation by stakeholders, especially its customers—the

patients. The development of a committed labor force needed for such a non-profit

organization to thrive, in particular, the performance and retention of key employ-

ees, relies on a mix of pecuniary and non-pecuniary incentives. Pecuniary incentives

are used in fee-splitting arrangements with part-time doctors who supplement

the staff. Full-time clinic medical directors receive salaries which are at least com-

petitive and probably exceed what most doctors could earn in an under-utilized

single-provider practice. Since performance measures are transparent and regularly

evaluated, each clinic’s medical director faces the threat of repercussions if job
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performance is inadequate. Nevertheless, owner-agent problems inevitably arise and

these financial incentives alone may not be sufficient, particularly among staff who

do not split revenues.

In the case of PROSALUD, management has additionally relied upon strong

motivational leadership that stresses participatory and community-building activ-

ities that build worker self-esteem and generate self-actualizing rewards. Social

and community links provide status and incentives for workers to perform well,

similar to micro-credit financing regimes. That such non-pecuniary motives can pro-

vide powerful incentives has been documented in the case of PROSALUD (Fiedler,

1990; Fiedler and Hougen, 1995) and elsewhere (Fiedler and Wight, 2000).

In light of the number of fairly specialized functions handled by a franchise, it

should be clear why the typical physician might face serious managerial hurdles

in attempting to expand from a single-provider model to achieve the large econo-

mies of scale and scope of a franchise, and also why barriers to privately developing

such technology might exist in countries currently lacking entrepreneurial inputs.

By the same token, compared with the compelling evidence of waste and misman-

agement in centralized MOH bureaucracies—with a lack of accountability and the

existence of severe obstacles to improving efficiency (e.g. civil services laws and a

deficiency of incentives)—the not-for-profit franchising alternative offers the poten-

tial for expanded quality health care in a format that enhances economic efficiency.

PROSALUD has in fact offered technical assistance to eight other countries in Latin

America and two countries in Africa where MOHs were interested in starting pub-

lic–private partnerships.2

A CASE STUDY: ZAMBIA AND ZAMHEALTH

Like Bolivia, Zambia is a landlocked country which ranks near the bottom of its

continent’s economic hierarchy. As did Bolivia, Zambia for too long relied upon

a single commodity export, copper, and thus experienced dramatic swings in its

terms of trade. While Bolivia’s per capita income rose in the 1990s to about

$1000, Zambia’s per capita income remains less than $400 and fell throughout

the 1990s. Health indicators mirror the economic decline, as the public health infra-

structure deteriorated. Over the period 1990–1998 life expectancy in Zambia

dropped from 47 years at birth to 43 years; and infant mortality, estimated at 92

per 1000 live births in the mid-1980s, had risen to 114 by 1998 (Diop et al.,

1998: 2; World Bank, 2000). Malnutrition, tuberculosis, intestinal parasites and

leprosy have been the traditional health risks; since the 1980s, AIDs has spread

rapidly through urban populations. These factors severely tax the poorly managed

public health care system, and suggest that improved efficiency within the sector is

of the highest urgency. Privatization of health system delivery is held out as a model

for bringing improvements in both the cost and quality of care, yet as noted in the

quote at the start of this paper, the private sector has not provided a panacea.

2These countries are Brazil, Ecuador, Guatemala, Haiti, Honduras, Nicaragua, Peru, Uruguay, Zambia
and Kenya (PROSALUD official website: http://www.prosalud.org/activities.htm accessed 27 July
2000).

PRIVATIZATION FEASIBILITY IN ZAMBIA 185

Copyright # 2003 John Wiley & Sons, Ltd. Int J Health Plann Mgmt 2003; 18: 179–204.



Indeed, there are formidable constraints on expanding the private health care sec-

tor in Zambia. From independence in 1964 Zambia was ruled by a single party, the

United National Independence Party (UNIP), that assumed the role of supreme pro-

tector and benefactor. For its first 25 years Zambia’s government opposed the private

sector, and many laws gave the government indiscriminate power over it. During

that period, the private practice of medicine was actually outlawed for a substantial

time. Consequently, the Zambian MOH has been the primary provider of medical

care for most Lusakans. This massive public health sector has apparently had little

concern with, or responsiveness to, patient preferences or cost control.

Nor has the situation in the small existing private sector been markedly different.

Providing less than 15% of all care, Zambia’s private health care delivery sector

grew slowly in the 1990s (Berman, et al., 1995; Scott, 1996). Commercial and

not-for-profit private providers are concentrated in or near the larger cities and

towns, and most have been in the comfortable position of having long-standing con-

tracts with large private businesses and parastatal organizations. Assured of an ade-

quate revenue stream, most of these larger private clinics were predictably quiescent

until recent macroeconomic reforms. Missions operate approximately 29 hospitals

and 53 health centres concentrated in Lusaka and the Copperbelt. The mining indus-

try operates 12 hospitals and 66 clinics, and there are 150 commercial private clinics

and two small commercial hospitals. There are additionally 20 000–30 000 tradi-

tional healers in practice.

Zambia’s paternalistic approach proved highly inefficient, and fundamental poli-

tical shifts have increasingly recognized that individuals can and should bear greater

personal responsibility. Elections in 1991 ousted the UNIP, and the in-coming

Movement for Multiparty Democracy led by Frederick Chiluba almost immediately

began designing a programme of structural reforms in the health sector. The overall

theme of the 1992 reforms was to bring equitable, cost-effective services as close to

the family as possible. The major goals were improved financial and performance

accountability, such as through the introduction of user fees; decentralized planning

and managing; funding redirected to more cost-effective, lower levels of the system;

and the provision of an essential package of health care services with improved

quality. In addition to the direct benefits of these changes, it was anticipated that

private involvement would provide a more effective springboard for attracting for-

eign donor health aid and thus become a catalyst for renewing ‘donor fatigue’.

Two reforms are of particular relevance to this study. The first was the focus on

allocating available government funding to a set of cost-effective services called the

Essential Health Care Package (EHCP). Payment for other non-essential services

would be the responsibility of individuals. The second was to have districts contract

with public, non-profit and commercial providers for the provision of these services

on a performance basis. In light of these objectives, the Government of Zambia

decided to assess the viability of developing a private system of clinics (called

ZAMHEALTH), based closely on the Bolivian franchise model. The analysis in this

paper builds upon that initial feasibility study (PSI, 1996); the assumptions and con-

clusions are distinct, however, as elaborated in the acknowledgements.

Since ZAMHEALTH would be expected to receive government subsidies, the

government felt it important that it not be destructive of competition in the
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emerging, private, for-profit sector. In other words, it must operate within a niche not

already well-served by the private markets, and into which for-profit providers, for

reasons of well-known externalities and free-riders problems, would not adequately

service.

In terms of financial feasibility, it is necessary to move ZAMHEALTH beyond the

conceptualized national marketplace to a geographically distinct area. Lusaka is the

most favourable city in which to initiate ZAMHEALTH because of its higher aver-

age income, higher health care utilization rates, and its more than twice as high

health-related expenditures vis-à-vis the Copperbelt province (the next most favour-

able site). Furthermore, as the largest city in the country, Lusaka already accounts

for 55% of the national expenditures on modern care providers.

Adaptability

While franchising provides a ready-made technology for starting a business (in this

case a not-for-profit NGO) in a particular market niche, the specific nature of that

niche is likely to vary depending upon the characteristics of the market. While PRO-

SALUD has been enormously successful in Bolivia, a few observations about the

differences in the health care markets of Zambia and Bolivia strongly suggest that

any technology transfer must be adaptive to the particular parameters and institu-

tional structures of Zambia’s market. Some of these required changes are relatively

straight-forward substitutions of known and quantifiable phenomena (see Table 1).

ZAMHEALTH’s model parameters—including the prevalence of self-reported ill-

nesses, utilization rates, service delivery and patient mix and average costs—were

gathered from a variety of sources, including a 1996 Living Conditions Monitoring

Survey (LCMS), the Zambian MOH, the Medical Council of Zambia and on-site

visits to existing private clinics in Lusaka (Fiedler et al., 1998). Among the more

important divergences between Bolivia and Zambia are the substantially different

personnel staffing ratios, composition of services provided, utilization rates for first

and follow-up visits and shares of indigent patients.

Personnel. One of PROSALUD’s most important cost-minimizing aspects is the

fee-splitting/risk-sharing arrangement that it has with its paediatricians, obstetri-

cians and dentists, a system that relies critically upon the excess supply of physi-

cians in Bolivia. There are 4.8 physicians per 10 000 persons in Bolivia, more

than five times greater than Zambia’s ratio of less than 1.0 per 10 000 persons

(World Bank, 1993). The much smaller number of physicians in Zambia (1500 in

total) raises the concern of whether enough of the fee-splitting physicians and spe-

cialists would be willing to work for ZAMHEALTH. However, there are several rea-

sons to think that this problem, if it exists at all, can be surmounted. For instance,

macroeconomic reforms in Zambia have forced a restructuring of the existing

private health practices of large employers, thus increasing the availability of fee-

splitting doctors.

Data from the Medical Council of Zambia (which certifies and regulates all

health practitioners in the country) combined with the 1996 LCMS, strongly support

the anecdotal impression that there is actually excess capacity in the private health
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care sector. The existing individual private clinics in Lusaka are estimated to operate

at between 38% and 50% of capacity, suggesting that hiring a GP Medical Director

for each clinic would not be a problem.3

A major distinction between Zambia and Bolivia, however, is the numbers and

types of personnel besides GPs that provide patient care in each country. Zambia

relies heavily on a type of health care provider unknown in Bolivia: Clinical Officers

(COs).4 About 40% of private clinics in Lusaka are staffed almost exclusively

by COs, with physicians providing, at most, the minimum legal required 3 hours

per week oversight (Scott, 1996; Berman et al., 1995). While official registers are

Table 1. Comparison of base case parameters

PROSALUD ZAMHEALTH

Personnel
GP Medical Director 10 000 10 000
consultations per year
Clinical officers None Overflow visits
Nursing care No distinctions Follow-up visits

No distinctions Under-5 child clinics
No distinctions Ante-natal visits
No distinctions Post-natal visits

Composition of curative care visits
Upper respiratory No distinction 19%
Malarial No distinction 18%
Diarrhoeal No distinction 14%
All other No distinction 49%
Dental visits Provided Not provided

Utilization
Curative care utilization 1.0 1.6
(first visits per capita/year)
Follow-up visit rate 35% 100%
Deliveries (ratio to first visits) 0.06 0.02
Medications (ratio to first visit)a 2.5 3.0
Laboratory tests (ratio to first visit)a 0.40 0.41

Indigent patients
Share of patients 10% 20%

Sources: LCMS, 1996; Fiedler et al. 1998, and various additional sources (see text).
aExcludes upper respiratory, malarial, and diarrhoeal visits, which have distinct multipliers.

3Of the 130 private individual consulting rooms in Lusaka in 1997, there are an average of just 66
consultations per week, or just 1.7 consultations per hour. Operating capacity figures were based on the
assumption that a doctor could see one patient every 15 to 20 min. Accounting for physician preferences
(e.g. a preference for a slower pace of work) is an additional factor to be considered. Scott (1996)
collected more precise data on the practices of 33 private clinics, and found that the average number of
consultations per hour was about 1.8 in these clinics. All of these findings reflect only averages, and
several outlier private health clinics were found to be exceedingly active, reporting more than 3500
consultations per month.
4Clinical Officers (COs) hold a diploma in Clinical Medical Sciences. Admissions qualifications for this
degree include five GCE ‘O’ levels with credits in English Language, Maths, Biology, and Sciences. The
study of general medicine lasts three years, focusing on the practical elements of diagnosis, treatment,
and management of disease. Virtually all COs in Zambia are trained at the Chainama College of Health
Sciences near Lusaka (see http://www.medguide.org.zm/chainama.htm).
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imprecise, it appears that there are roughly 50% more COs than physicians, and the

ratio of those working outside of the MOH is estimated to be much greater, roughly

two COs for every physician. Clinical officers are significantly less expensive to hire

and are probably more likely to be willing to enter into a fee-splitting arrangement.

Since COs constitute a far more available substitute for doctors, this type of personnel

is assumed to provide all the overflow patient care in ZAMHEALTH on a fee-split-

ting basis. First-time visits to a clinic are classified as ‘overflow’ if they exceed

10 000 per year—the maximum number that can generally be seen by the on-site

GP/Medical Director.

The nurse-to-physician ratio is also nearly nine times greater in Zambia than in

Bolivia (6.0 compared with 0.7, World Bank, 1993), and Zambians are relatively

more accustomed to nurses providing considerably more direct patient care. The

ZAMHEALTH model accordingly assigns all follow-up visits to nurses, as well

as responsibility for all family planning, pre- and post-natal, and under-5 child vis-

its. Salaries of nurses, doctors, COs and all other personnel were adjusted to Lusa-

ka’s market conditions, as were the costs of medicines, laboratory tests and other

expenditures.

Composition of services. The mix of preventive and curative services will likely be

substantially different in Zambia than in Bolivia. Zambia’s HIV/AIDS and STD pro-

blems will likely result in significantly higher proportionate levels of family plan-

ning services than is the case in Bolivia. That is accounted for in ZAMHEALTH

through three cost multipliers for relatively inexpensive nursing care visits which

are not separately accounted for in PROSALUD’s model. Similarly, the high inci-

dence of three types of costly curative care visits in Zambia (upper respiratory ail-

ments, malaria and diarrhoea) probably means that their treatments will absorb a

much larger proportion of total services compared with Bolivia. ZAMHEALTH’s

model was accordingly modified to incorporate distinct demand or service cost mul-

tipliers for these types of visits. Working in the opposite direction, due to the fact

that people tend to take care of their teeth and gums from a very young age in south-

ern Africa, there is relatively little demand for dental care in Zambia. ZAM-

HEALTH would eliminate dental services entirely.

Utilization. Demand for curative care (utilization rates) differ substantially between

Zambia and Bolivia. After the establishment of PROSALUD, Bolivia’s poor areas

had annual utilization rates of only about 1.0 curative care first visits per capita.

Lusakan’s annual utilization rates are substantially higher on average, estimated

at 1.8 visits per year (Fiedler et al., 1998: 13). In addition, follow-up visits in Bolivia

occur only about 35% of the time; return visits in Zambia equal (and in some esti-

mates exceed) the number of first-time visits.

Indigents. Finally, while PROSALUD found that 10% of all care was provided free

of charge to indigents, it is reasonable to expect that indigent care would constitute a

much larger proportion of care in Zambia, where average per capita income is less

than half of what it is in Bolivia. Moreover, the government has identified ‘exempt’

groups from payment, specifically children under 5 and adults over 65 years of age.
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These groups have been variously estimated to comprise as much as 40% of the

population; for various reasons we anticipate (in the base case) that only 20% of

ZAMHEALTH visits will be age- or need-based fee-exempt (PSI, 1996; Fiedler

et al., 1998).

The preceding paragraphs highlighted the need to adapt the Bolivian model to

better capture Lusaka’s specific market characteristics. Other changes to the model

are not readily ascertainable a priori; these inputs into the model—such as the

prices to charge for care, where to locate clinics, the market share that a new ZAM-

HEALTH clinic can be expected to achieve, and what is a reasonable expected rate

of growth in service delivery and market share—require informed judgements, for

which we perform sensitivity analyses. While there are important legal, regulatory

and managerial constraints to franchising that bear investigation, the remainder of

this paper focuses on ZAMHEALTH’s financial feasibility, using PROSALUD’s

MEP spreadsheet model.

FINANCIAL FEASIBILITY

The financial analysis assumes that within a 10-year start-up period ZAMHEALTH

would consist of a management support unit (MSU) and eight clinics (one central

clinic and seven basic clinics). The MSU would be developed and begin operations

very soon after the project is initiated. At the beginning of year 2, the first two

clinics—the central clinic and one basic clinic—would be opened. Then, each year

in years 3, 4 and 5, two additional basic clinics would be opened. At the beginning of

year 5, the entire eight clinic complement is assumed to be operational.

Initial population within each clinic’s catchment area is designed to be 33 500

persons, and this would grow by 1.5% per year. The initial market share of each

basic clinic within that catchment population is assumed to be 10%, with annual

growth in market share of 5% up to a maximum of 42.5% by year 10. The central

clinic’s market share would initially be 20% and grow to 50% by year 10. These

projections rely on the historical market penetration of PROSALUD, and are exam-

ined in the sensitivity analysis. Finally, given the fact that external financing may be

available, the base case employs a low financing discount rate (3.5%) reflective of

the real cost of funds to multilateral organizations.

The central clinic would have five consulting rooms, compared with three in the

basic clinics, and would have facilities for training of new staff. The central clinic

also would serve as a referral centre for the network’s basic clinics for some diag-

nostics, and would accordingly charge a 25% mark-up for patient visits. The central

clinic would have one gynaecologist and one paediatrician employed on a risk-shar-

ing basis, splitting their fees 50:50 with ZAMHEALTH. These specialists would

constitute 10% of total demand for curative care (estimated as the product of the

clinic’s catchment area and its market share). To the extent that the central clinics

require additional specialist physicians it is assumed that they would be also hired

on a risk-sharing basis.

The medical director in each basic clinic would be a general practitioner. In the-

ory, general practitioners could attend 10 000 patient visits per year, assuming a
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5 day work-week and 50 weeks per year. As noted earlier, additional medical staff-

ing beyond its GP-director is assumed (in the base case) to consist entirely of risk-

sharing Clinical Officers (COs). Fees charged would vary based on the type of visit

and on the type of personnel seen: the base case assumes that patients would pay a

user fee of $2.00 per initial curative care visit with a doctor (all figures in constant

1998 U.S. dollars). Patients seeing a CO pay a reduced fee which is split between

the clinic and the CO.5 Follow-up curative care visits would be priced at $1 since

patients would generally see a nurse on these occasions. Likewise, nurse/midwife

attendances would generally pay $1.00 per visit; no fees, however, would be

assessed for antenatal and children-under-5 visits.

Base case results

Table 2 presents a summary of the projected services and operating costs (excluding

depreciation) over the initial 10-year period of this analysis. The franchise’s total

catchment area population would begin at 67 000 in year 2 and would grow to

almost 300 000 by year 10 (as new clinics are brought on-line and as the population

grows by 1.5% a year). The number of curative first medical visits over this period

would exceed 1 million, and total visits (including preventive services) would

exceed 3 million. Almost 4 million ancillary services would be performed.

Operating costs (excluding depreciation) for the combined clinics are shown for

each year in constant 1998 dollars. The totals reflect the sum of these numbers,

while the net present value (NPV) sums the discounted values (using a discount rate

of 3.5% in the base case). In NPV terms, operating costs are comprised mainly of

drugs and supplies (54%), with personnel (36%) and other (10%) costs making up

the balance. Within the management support unit (MSU), salaries of all personnel

constitute the lion’s share of costs (almost 60%). Within this, however, it is worth

noting that external salaries for technical assistance, and the associated overhead

and travel of these advisors, constitute almost a third of the NPV of operating costs

in the MSU. In essence, this is the ‘franchise’ technology fee for importing the

‘know-how’. Since PROSALUD was created using public (USAID) funds, there

is no additional royalty payment required to the franchiser. Adding network depre-

ciation costs (to ensure sustainability of the clinic and MSU buildings and equip-

ment) raises the 10-year total network accounting cost to $9.8 million in NPV terms.

Table 3 shows revenue projections, accounting profits/losses, and cash flow pro-

jections over the initial 10-year period for the base case. During this period total

network revenues are projected to grow steadily, reaching about $1.5 million

annually by year 10. The NPV of this revenue stream amounts to $5.4 million, of

which about 27% comes from the central clinic and the remainder from the seven

basic clinics. The cost recovery of the system improves every year it is in operation,

so that by year 10 revenues cover about 100% of operating costs, and slightly more

5In the base case the basic clinics charge $1.50 for a CO visit (75% of a GP visit). The CO keeps 25% or
$.375 per visit. While this appears quite low, this return is actually higher than the estimated payment of
$0.27 per visit earned by a full time CO (calculated as 20% of a doctor’s salary, and assuming 5 patients
per hour). Hence, even though the CO’s share is small, the total return is higher than other full-time CO’s
would make.
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than 90% of total costs. Over the 10-year period, however, revenues will cover only

60% of the NPV of operating costs and 55% of total costs. By contrast, the typical

Zambian MOH clinic cost recovery rate in the mid-1990s was only about 5% (PSI,

1996: 7).

On a cash flow basis ZAMHEALTH will require large, early infusions of cash due

to MSU start-up and clinic construction when no revenues are coming in. The total

net cash outflow over the 10-year period is about $7.2 million, suggesting that to

operate ZAMHEALTH for 10 years the NPV of the subsidy must be $6.7 million.

By year 10, however, the franchise is roughly breaking even in terms of cash flow;

revenues cover all expenses including those considered ‘public’ health expenditures

(serving a high proportion of indigent patients and performing a large share of pre-

ventive care services for which no fees are charged).

The impact that these projections imply for the average cost of treatment is found

in Table 4. Because of the high fixed costs of start-up and operation of the MSU, the

cost per person served and per visit in the early years is quite high. As a conse-

quence, the total network accounting cost per visit in year 2, for example, is slightly

more than $16. By year 10 this drops to slightly more than $2 in constant dollars.

Over the 10 year planning horizon, the average subsidy required would be $1.59 per

visit (based on the weighted average of total network accounting losses over this

time period).

Sensitivity tests

Given the unavoidably speculative nature of some key parameters, the room for

error in the financial analysis is substantial. The sensitivity tests focus on: (a) the

expected level of performance (demand), (b) the expected impact of changes in user

fees (prices); (c) the treatment of indigents; (d) the use of fee-splitting doctors versus

COs; and (e) the chosen discount rate. Alternative scenarios provide potential for-

eign donors and the government of Zambia a range of outcomes for financing and/or

subsidy levels.

The initial level of demand. The parameters critical to estimating projected demand

and output are: (1) the franchise clinics’ initial catchment area population, that popu-

lation’s growth rate, and the clinics’ market share within that population; (2) the pub-

lic’s response to changes in the franchise clinics’ user fees relative to alternative

providers; and (3) the public’s perception of quality relative to alternative providers.

Table 5 provides information with which to examine the impact of different simu-

lations. The base case assumes the initial market share for curative care first visits at

basic clinics to be 10%, and at the central clinic to be 20%. Due to substantial fixed

costs of infrastructure, increases in initial market shares can be handled with the

addition of variable inputs alone, resulting in substantial gains in financial perfor-

mance. In simulation 1, a 50% increase in the initial market share for curative

care first attendees, for example, would allow the net cash flow to turn positive

by year 8, and would drop the NPV estimate of the subsidy from $6.7 million to

$5.7 million. The network would have a total cost recovery rate of 70% in NPV

terms. Alternatively, a 50% decrease in initial market share (Simulation 2) generates
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a less than proportional decrease in cost recovery, and the total cost recovery rate

slips to just 33% in NPV terms. Under this scenario, the required NPV subsidy over

the first 10 years would approach $8 million.

User fees. Changing user fees would likewise have dramatic impacts on financial

performance. The difficult part of this analysis is to predict how Lusakans would

respond to price changes. The price elasticity of demand for private medical care

in Zambia has been variously estimated to be between –1.09 (Diop et al., 1998)

and zero (Fiedler et al., 1998). According to Diop’s estimate, a 1% increase in user

fees, assuming all else constant, would reduce the quantity demanded of services by

about 1.1% (producing an elastic demand). Simulation 3 thus shows that a 50%

increase in the physician visit fee (from $2 to $3) would reduce the quantity

demanded by about 55%. Raising fees thus reduces total revenues and increases

the cash outflows compared with the base case in this instance. (One should quickly

note that elasticities are calculated at the margin, and an increase in price of 50%

stretches the limit of how such an estimate should be used.)

However, Diop et al.’s elasticity estimate is not regarded as particularly pertinent

to this exercise for a number of reasons.6 It is likely that ZAMHEALTH would be

regarded as a differentiated product (patient-focused, high quality approach) for

which there are no close substitutes in the private sector at this time. Without ade-

quate price elasticity estimates for this new and differentiated service, simulation 4

adopts the same elasticity for ZAMHEALTH as for existing government health

clinics, which was estimated to be �0.073 (Diop et al., 1998: 56). Simulation 4 pre-

sents a more favourable outcome for ZAMHEALTH than the prior one: increasing

doctors’ fees to $3 per visit raises revenues to 101% of total costs by year 10, and

lowers the subsidy required to $6.0 million in NPV terms. Whether such an increase

in user fee is desirable is clearly beyond the scope of this analysis.

ZAMHEALTH would be unique among Zambian providers in distinguishing

between first attendee visits and follow-up visit fees. In the base case, for example,

follow-up visits are handled by a nurse at a reduced fee of $1. Simulation 5 explores

dropping the re-visit fee altogether. The justification for this lies with public health

concerns: no re-visit fee encourages patients to in fact re-visit, which serves to:

improve patient–clinician relationships (increasing a patient’s desire to follow treat-

ment regimens); improve monitoring the administration of drugs (e.g. ensuring that

full doses of antibiotics are taken, reducing the development of resistant bacteria);

6Diop et al. estimate an aggregate elasticity based on survey data for the whole country. Consumers
within Lusaka (the site of ZAMHEALTH) have substantially higher average incomes than the rest
of the country which likely would result in less elastic demands for medical care purchases (as
income rises, health care purchases constitute a smaller percent of total income, making health
purchases less sensitive to price changes). Second, Diop et al.’s estimate is based on responses to
questions regarding existing private health practices (presumably single providers), which, as we
noted earlier, may exhibit attributes of low quality and inattention to patient desires.
In a related estimate, Fiedler et al. (1998: 21) found the price elasticity of demand for private

health clinics within the capital city of Lusaka to be very close to zero. The reason for this is that, in
the absence of adequate/better information, patients may use price as a proxy for quality: higher
prices may signal shorter waiting times, cleaner and less crowded physical spaces, larger stocks and
ranges of drugs, and more qualified medical personnel.
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and improve patient knowledge about diseases, especially contagious ones (such as

leprosy and AIDs). All of these factors generate positive public health externalities,

for which a zero follow-up charge would encourage. While these arguments apply

equally to first time attendees, donors are unlikely to subsidize the very large losses

that would result if user fees for initial attendees were so eliminated. Given the high

level of re-visits in Lusaka (estimated at one for every curative care first attendance),

altering this user fee has a noticeable impact on ZAMHEALTH’s cost recovery posi-

tion. While 91% of total costs are recovered by year 10 in the base case, only 76% of

those costs are so recovered in simulation 5 when user fees on re-visits are free of

charge.

Indigent care. One of the key issues in determining the viability of ZAMHEALTH is

the share of non-paying clients. Indigents and ‘exempted’ persons constitute a siz-

able share of Zambia’s client base. The base case assumed that these non-paying

clients (called indigents) amounted to 20% of consults at ZAMHEALTH. While

curative care visits were free for these patients, indigents were expected to pay

for medicines, laboratory tests and postnatal visits. Increasing the proportion of indi-

gents to 30% (simulation 6) does not have a large impact on financial viability

because most variable costs in clinics are covered by these medicine, laboratory

and postnatal revenues. Keeping constant the share of indigents at 20%, however,

and allowing them to receive medicine and laboratory tests free, has a much larger

negative financial impact (simulation 7). Simulation 8 illustrates that allowing free

postnatal visits (as well as free medicines and laboratory tests) causes a very slight

additional impact on financial performance.

Substitution of GPs for Clinical Officers. Fee-splitting COs are assumed to handle

all overflow patients beyond 10 000 per year per clinic in the base case. The use of

COs might be problematic for ZAMHEALTH, however, because it might compro-

mise the high profile, high quality market niche PROSALUD has traditionally

worked. In future years, with growth in incomes, the preference of Lusakans for

physicians and specialists may become more widespread and intensive. The use

of COs could also complicate the organization of care. Clinical officers would need

to refer roughly 30% of their patients to the medical director/physician, or alterna-

tively, would require the introduction of a triage system, either of which would

reduce the productivity of both physicians and COs (reducing the maximum number

of consultations they can be expected to provide annually).

If ZAMHEALTH were to hire fee-splitting physicians instead of COs on a risk-

sharing basis, it could further differentiate its product from other Zambian health

clinics that rely more heavily on COs. The financial implications of switching to

GPs for overflow consults (simulation 9) do not diverge greatly from the base case.

The reason for this is that while a GP visit commands a higher fee than a CO visit

($2 versus $1.50), GPs also are expected to keep half of this fee-split ($1). By con-

trast the typical CO would keep 25% of $1.50 ($0.38 per visit), leaving the clinic

with $1.13 per visit. Thus, if GPs are available, the switch from COs to GPs would

have little overall impact on revenue projections.
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The use of COs, however, is a more involved decision requiring additional criteria

in addition to the simple, straightforward one of its impact on revenues and costs.

These additional considerations suggest that if adequate numbers of physicians can-

not be recruited on a 50:50 risk-sharing basis, that ZAMHEALTH may find it neces-

sary to modify the terms of the risk-sharing arrangement (allowing the physician to

keep a larger proportion of the fees he/she generates) in order to recruit adequate

numbers of physicians. Alternatively, it could introduce a combination of risk-shar-

ing with some minimal level of salary that is provided independent of the level of

service provision. To the extent that it finds it must rely on COs, ZAMHEALTH

should strive to provide sufficient training so as to minimize their impact on both

the network’s productivity and the high quality of care image it seeks to establish.

Discount rate. The base case assumption was that ZAMHEALTH’s cash outflows

during the 10-year start-up would be provided by the MOH or outside foreign

donors. The base case real discount rate was assumed to be 3.5%. Since most cash

outflows are front-loaded, the discount rate chosen has only a small impact on NPV.

Assuming a higher discount rate of 10% (simulation 10), reduces the NPV of cash

outflows by less than $1 million.

Indirect effects. The existence of a franchise health delivery system might be

expected to generate positive impacts in the wider marketplace. These positive

externalities include enhanced price competition, greater cost consciousness,

greater coordination on public health issues, improvement in the types of services

provided, and improved patient amenities in terms of facilities and hours of opera-

tion. For example, an independent project evaluation of PROSALUD by Fiedler and

Hougen (1995) found exactly these types of effects. Within the public sector there

were also improvements in the Bolivian MOH’s performance in controlling costs,

improving drug inventories, and improving the physical appearance of MOH

clinics, attributed to greater competition from PROSALUD. The determination of

whether or not ZAMHEALTH is feasible and should be supported therefore requires

taking into account more than just the results of the franchise’s individual financial

analysis.

ZAMHEALTH may have already spurred a similar indirect impact on the health

sector of Zambia, even before the organization has been founded. After observing

the PROSALUD/Bolivia model in operation a private Lusakan physician began to

offer free preventive services in order to attract patients (a basic PROSALUD mar-

ket penetration strategy). From a public health perspective, this private sector ‘bor-

rowing’ from the PROSALUD model is a positive development and one that should

be encouraged.

Additional considerations. The financial analysis is unquestionably important. It pro-

vides (1) an estimate of the direct impacts of ZAMHEALTH on the health care mar-

ket of Zambia in terms of service provision and covered population, and (2) it

provides an estimate of the cost to donors or the Government of Zambia of backing

the project. Several caveats deserve mention. The consensus-led, transparent finan-

cial operation of ZAMHEALTH would require an organizational culture based on
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personal responsibility, loyalty and commitment among employees and patients

alike. The cultural and leadership aspects necessary to build the trust and openness

of process for this to succeed are issues well beyond the scope of this paper. The char-

ismatic and inspiring leader of PROSALUD, for example, could be an extremely rare

input to reproduce in ZAMHEALTH. Moreover, it is well documented that African

tribal and familial allegiances often supersede other obligations (especially to Wes-

tern institutions), and that these relationship-bound structures lead to rational indivi-

dual behaviour which is nonetheless inefficient from an organization’s perspective

(e.g. giving away services to extended family members rather than charging). These

factors could prove critical to the success of any privatization effort (Dia, 1991).

DISCUSSION AND CONCLUSION

In a country with a paucity of doctors, the private health care market in Lusaka

remains underdeveloped, characterized by little pluralism and little competition

among under-utilized providers. How do single practice providers overcome the

lack of managerial training and inexperience to develop sound business plans to cor-

rect this situation and promote the better use of Zambia’s scarce medical care

resources? We contend that developing an efficient (and equitable) private health

care delivery system is not an easy matter. It entails far more than simply eliminat-

ing the legal barriers for markets to exist, or simply plying someone to start a com-

pany or develop a market. In an impoverished African country, the entrepreneurial

and managerial talent required will most likely need to be developed over time.

Adaptive technology exists that could enhance the efficiency and speed with

which the private sector fulfills its potential in health sector reform. Commercial

for-profit firms, for example, have long used franchising as a model to overcome

barriers to delivering a variety of retail services to very poor countries. Franchisers

provide entrepreneurial start-up, managerial training and organizational coordina-

tion needed for scale economies, resulting in a larger volume of quality services

at lower costs (thereby increasing access and utilization). A ‘social’ franchise sys-

tem of primary health care clinics retains the emphasis on cost and quality found in

for-profit activities, but adds a broader mission to address public health concerns. It

represents a new philosophy and a new approach to providing health care compared

to the bureaucratic MOH or fixed contract model in Zambia.

This paper illustrates the importance of carefully adapting a franchise’s planning

model to local market conditions and demonstrates how to do so. The MEP infor-

mation system utilized here makes transparent the connection between service

delivery and financial performance; it forms the basis of a participatory management

process which focuses attention (among employees and patients alike) on the busi-

ness aspects of health care that are conspicuously lacking in other systems. The

MEP financial planning tool would be an integral part of management and perfor-

mance evaluation once the project is introduced. Once the organization is in opera-

tion, as information becomes available, actual data can be substituted for the various

assumptions that have been made, and appropriate modifications in the structure and

operations of the system carried out.
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This paper also illustrates the public–private partnership that would be required to

finance such a franchise when significant health externalities exist. This point needs

emphasis because it is at the heart of the debate about privatization: private markets

would not find it profitable to produce pure public health goods. ZAMHEALTH

would be a hybrid organization balancing the need for self-financing though gener-

ating private revenues and cost controls, with a recognized (and subsidized) public

health component to its operations. While the envisioned mix of pecuniary and non-

pecuniary incentives has worked in Bolivia’s cultural setting to motivate employees,

there is little question that such motivations in Zambia are also critical to the sus-

tainability of this model. If successful, ZAMHEALTH could spur other health care

providers—public and private, alike—to adopt various aspects of this model, creat-

ing wider spill-over benefits in the health care market, perhaps even to other coun-

tries in Africa. In effect, entities like ZAMHEALTH could provide a potentially

powerful mechanism for expediting Africa’s health sector’s transformation, to

wit: from one which is largely the creature of a paternalistic State to one which is

more pluralistic and more market-based, and to one which enhances the efficiency

of Zambia’s scarce, yet underutilized, health care resources.

Postscript

The HIV/AIDs epidemic in southern Africa makes most health care projections pro-

blematical. The World Health Organization (2002), for instance, estimates that

21.5% of the population in Zambia now suffers from HIV/AIDs. While we have

not had the opportunity to ascertain the implications these numbers might have in

the franchising assessment, the model does account for differences in the expected

composition of services and service delivery costs in Zambia vis-à-vis Bolivia

owing to the HIV/AIDs epidemic. Other issues, however, remain unaddressed.

One potentially important, but unknown, impact is the effect of the crisis on the

availability of health care workers. The franchising model relies on relatively

low-cost personnel, in particular, Clinical Officers. Understanding and quantifying

the impact of HIV/AIDS on the availability of COs, therefore, is an important issue

that warrants investigation before making a definitive judgement on the attractive-

ness of franchising. Still, given the all too common situation in the private sector of

low- and middle-income countries—where medical health resources and services

are under-utilized even while there is great, unmet medical need—we believe that

a cost-efficient franchise model merits consideration and scrutiny.
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