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INTRODUCTION

Development of the health sector value chain in landemands that an in-depth
understanding and analysis of key players is ua#lert. The purpose of such
undertaking is fundamental and can not be overesipéc as it does not only help
mapping of individual-stakeholder contributions lutaddition analyze comparative

strengths towards a better health care deliverincha

The argument by Burns et'ahat health care value chains are merely aspirsgmd
not a reality emphasizes the very need for a etitialue chain analysis in order to
understand the real value that each player addsetservice before the consumer.
And this is clearly a challenge of the health seetdue chain where different players
at different stages may or may not make meaningbultributions. But essentially
each player is supposed to add value to the chairder to improve the quality of the

service-product that the consumer receives or pseh

In Zambia, value chain analysis of the health sertccritical in understanding at

various levels, roles of different players, rangingm providers to consumers of
services. Although recently Government introducedsar-Fees Removal Policy in
both public and mission rural health facilitiesistldoes not preclude the important
role that consumers of services play to the impmovet of the health care value
chain. Further the growing private health sectad &8 contribution to the overall

health care delivery chain in the country, moresomademands a critical analysis of

the value chain in Zambia.

Like many sub-Saharan African countries, the rélearlitional healers in health care
delivery chain in Zambia is important. Arising frotine rich cultural setting of the
Zambian society today, the role of traditional leesland their contribution to the

health care value chain is important.
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On another hand the pharmaceutical industry incentry, though limited when
compared to other developing countries like Indtdl plays an important role to the

health care value chain.

Strategic development of the health care valuenglaiher through private or public
sector input, still requires clear and visionarnjiggoand political leadership. The
macro-economic environment created by the developrpelicies and strategies
instituted by Government, is critical in promotimgvestment and growth of the
private health sector. An enabling environment valhhance business growth,

recapitalization and efficiency in the provisiohimproved health care.

OBJECTIVE
In this paper | undertook a critical value chaimlgsis of the health sector in Zambia.
Determining the role of every player as an indiddwand as an intertwined

contributor to a common purpose - improving thelthezare value chain.

STRUCTURE
| reviewed literature and widely consulted variquigyers to the health sector value
chain in Zambia. Diagram 1, provides an outlinaedifferent players as individuals,

and as collaborative partnerships within their gatg and between adjacent players.
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PRODUCERS

Local pharmaceutical manufacturers

In Zambia the local manufacturing industry is vdmpnited. Currently Gamma
Pharmaceutical Industry contributes more than 50%he locally manufactured
medicines. Though Government has recently introduae waivers on raw materials
used for manufacturing medicines and a selecteer atiedical supplies, this has not
helped much to develop and grow this industry. Miedis and other medical supplies
manufactured by the Local pharmaceutical industniage mainly been supplied to
the local and a selected other countries withinsihie-region. It is estimatédhat
only about 10% of the medicines and other medicappkes from Local
Manufacturers are procured by various public healdtilities for use in
complementary with the supplies from Government kdStores. The rest (over
80%) of the medical supplies from Local Manufactsrare procured by Local Drug
Distributors/wholesalers and/or Regional (withirriéé, e.g. Democratic Republic of
Congo) Drug Distributors/Wholesalers.

In terms of value addition in the primary produatiof pharmaceutical products,
many Local Pharmaceutical manufacturers add ovét 50 the value the product
may have ready for marketing and consumption atlretvel.

Although the Local Pharmaceutical Industry in Zamlias remained limited in
product range and quality, their contribution remsaessential to the provision of
guality health care in the country and the regigradding most value to the product

from raw materials.

International pharmaceutical manufacturers

Due to a limited local manufacturers’ base, thelthezare delivery chain in Zambia
tend to benefit much more from the internationalgdmanufacturers. Research and
Development (R&D) in new medicines for emergingedises such as the HIV/AIDS
pandemic and even ‘old’ diseases such as malasiahéive developed therapeutic
resistance overtime, is more established in dgeeltnternational drug markets than

in the underdeveloped countries like Zambia.
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The Government Medical Stores procures either tyreor indirectly (through
International Drug Distributors/Wholesalers e.g.ridis) over 80% of its medical
drugs and other supplies from International Phaeutical Companies such as GSK,
etc.

In terms of value adding, most pharmaceutical petsiufrom International
manufactures add over 90% of the product valuédhateind of the processing and
packaging chain. These products are then made ablailfor both Local and
international markets.

In Zambia a considerable estimate of Local Drugtribistors/Wholesalers also
procure their medicines and other medical suppliesn these International
pharmaceutical industries.

Therefore the contribution of international pharensccal industries to addressing
emerging diseases including those that developteagie to known treatment can not

be over emphasized.

Traditional herbal remedies

Quest to seeking remedies that would address abcieeds for general well being
including the cultural definition of health, thesdom and knowledge of traditional
remedies that are believed to have remedial efiacthany maladies, is important.
Although knowledge of these herbal remedies thalcchave considerable healing
properties, have been passed-on from generatigerneration in Zambia, typical of
many African societies, this effort has suffeieddequate R&D that would add
value and hence broaden the consumer-base. Dueattequate R&D on herbal
remedies, registration of these products for widss-has been very limited, and
subsequently limiting understanding of the realieahdded by these remedies to the
health care value chain. However it is estimatext ttver 70% of the Traditional
herbal remedies are accessed either directly fl@rptoducers or indirectly through
the herbal remedy wholesalérs

The actual value added to herbal remedies by pyimpearducers is way below 10%.
Beside digging the roots or extracting backs oégréraditionally known to have
healing properties, there is minimal value in thenpry processing of these products.

Packaging and marketing is often times not formadye.
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DISTRIBUTORS

Government Medical Stores

The Zambian Ministry of Health operates a centradMl storage and distribution
facility called Medical Stores Limited (MSL). MSls ia non-profit making entity.
Currently under a Management Contract with Crowredtg, MSL manages proper
storage, and distribution of medicines and othedio# supplies to both public and
mission health facilities.

The value added to the medicines and other phautieaeproducts at this stage of
the supply chain is nearly zero, as MSL merely esfofmaintains correct storage
conditions) and distributes already packaged ditsgt& public health facilities.
Medicals stores ensure that medicines and otheicalesupplies are delivered on
time to the needy facilities (district and proviacpharmacies) and in good condition
that would ensure therapeutic efficacy at the paihtservice consumption. MSL
distributes 100% of the medicines and other phaeo&al products procured by the
Ministry of Health to all public and mission heaftitilities. Two distribution systems
are applied:pull and push Under thepush-systemgnmedicines and other medical
supplies are distributed to the public health faed based on top-down programme
instructions. Thepull distribution system utilises orders/requests mad¢he public
and mission health facilities, based on their iathe consumption estimates. Both
systems have pros and cons, though a current geweltt in the public distribution
system of medicines and other medical supplies esipbs consumption-based

distribution in order to avoid expiring of the meidies.

Local drug distributors/wholesalers

Several wholesalers/distributors exist on the lonatket. They often repackage the
medicines and sale in bulk to nearly all the retai&cilities: Government, Mission,
private health facilities. About 10% of the medidaligs and other supplies used in
public and mission health facilities are procunexhf Local Drug Distributors.
However in terms of value adding, very little isndoto enhance quality to the
medicines and other products at this secondany-lgvthe supply chain in Zambia.

Most pharmaceutical products come into packetsateteady for retail marketing.



The major challenge in Zambia is to establish tkal rcontribution that these
distributors add to the health care delivery chadm argument can be advanced that,
because they operate on full business basis, thigilmation of these distributors to
the health care chain in Zambia, is selectivelyhglthe line-of rail (urban and per-
urban areas). In other words their role to imprgvine health care service chain in
rural and hard-to-reach parts of the country iy Vienited.

Another point to note is that although literacydisvin a Zambian community setting
are very low (lower in rural communities when comgahto urban), there has not
been effort by these local distributors to makeelég of medicines more user-
friendly. Most medicines have remained in packapgasre mostly written in English,
and even worse at times when written in some faréagguage such as Ki-Swabhili
for those medicines sourced from East Africa undertCOMESA Free Trade facility.
Perhaps this also explains why Local pharmaceutisttibutors are limited only to

urban and peri-urban areas.

International pharmaceutical distributors

Over 60% of the medicines and medical supplies usedboth private and public

health facilities in Zambia, are imported from mmational manufactures through
international distributors such as Norvatis, Misgibarma, etc.

These International pharmaceutical companies adatlynel0% of the value of

medicines at this secondary level of the supplyirchBhe added value is mainly in
packaging of medicines for easy of use at consumpével, and product labelling in
order to provide information necessary for the asdr.

Ministry of Health procures nearly all the medicgneéhrough internationally

competitive tendering process, allowing these m#gonal distributors participate (if
and only when awarded contract) in the supply aelivery of these medicines to
MSL. The value added by these International distdrs lays in them being able to
supply medicines in the correct condition and uaglered packaging. For example
such contracts may entail bulk supplying of what Ministry of Health in Zambia

calls health centre kits and community health woKies.

These kits are nothing but an agreed list of egdemtedicines and other supplies
measured into single packages that would facilistriébution to both mission and

public health facilities. Under health reforms, tkie system in the distribution of

medicines and other supplies has been developesponse to the prevailing disease



pattern and the need for better patient/client darghe local health facilities.
Therefore the actual value that these internatiairaly distributors play in the

Zambian health care value chain can not be overagipdd.

Traditional herbal remedies distributors

Recently there has been a noticeable improvementhén packaging of herbal
remedies, though as earlier mentioned this eféostill hampered by the lack of R&D
on the therapeautic potency and efficacy of theeduyrts. The lack of this essential
product information has led to a limited commercradrket. However in a traditional
community setting of life in Zambia, most rural pigtions still use these herbal
remedies that are believed to have healing prasecti various health conditions.
Traditional herbal remedies distributors have ia tlecent past, improved product
labelling and even packaging of some of these mtsdihat have been supplied to the
open retail markets in urban areas. However mustaires to be done because very
little (below 5%) value is actually added to thgwmeducts in readiness for retail
marketing.

Due to a limited commercial market, distribution tifese herbal remedies has
remained limited to some local retailers, but l&rgesed by traditional healers. It is
not quite known how much of these herbal remedies supplied to private
chemists/retailers when compared to herbal remethilers/shops and Traditional
healers that utilises over 90% of these traditioemhedies. However without this
pertinent product information and a clear consubsse, it is difficult to estimate the
actual contribution of these herbal remedies tohbelth care delivery chain in the

country.

RETAILERS

Government health facilitiesonstitute over 60% of the public health care vdeli

systend in the country. Largely financed by the Governméme Ministry of Health is
charged with a mandate to provide equity of actesgiality health care as close to

the family as possible. In order to achieve thamdate the Government embarked on

4 National Health Policies and Strategies 1998 - MoH



health sector reforms in 1991, as part of the dverablic Service Reform Program

aimed at improving service delivery to the Zamlpawople.

Delivery of health care in the public sector ishaee levels: first, second and third.
The first health care level which is coordinated by a Distilealth Management
Team (DHMT), constitutes all public health centeexd first-level hospital(s) in a
district. This level provides primary health car®HC) meant to tackle a
disproportionate share of diseases estimated atdd@Pe& national burden.

The secondlevel of care constitutes provincial/general htadpi meant to offer
specialist care to those clients whose conditioag raquire this level of service.

At third level, specialist hospitals like the University atbing Hospital (UTH),
Arthur Davison Children Hospital, provide patienare for advanced medical
conditions that are referred from second levellitas.

In other words, the public health sector offersoatmuum of care to patients from

simple to advanced/complicated medical conditions.

In order to offer quality health care, MSL suppliessential medicines and other
medical supplies to the public health sector. Irea@nt where certain medicines may
not be available through MSL, individual public hbafacilities procure these
medicines from other suppliers/distributors usifg df their monthly grant funding.
But this is really an exception.

However there is actually no value added at thegestto the product, beside the
facilities themselves just dispensing the suppheedicines. In public and mission
health facilities, dispensing of medicines is dbgerofessional pharmacists (practice
regulated by Law) that are able to translate armla@x product information at the

dispensaries.

Mission health facilities under Churches Health Association of Zambia (CHAZ

operate mainly under the government framework dalthecare delivery. Partially
financed by Government under a Memorandum of Unaedsing (MoU), CHAZ

health facilities provide both first and secondeksvhealth care to the Zambian
people. Like Government owned public health fae#it health facilities under CHAZ
obtain medicines and other medical supplies thrdd@h. However complimentary

funding and medicines to these facilities have &lsen sourced from their Church



Mission headquarters. At times this complimentampport also covers specialist

medical expertise.

Private health facilitiesfor-profit, contribute nearly 10% of the healtre delivery in

the country. However the distribution of theseilities is mainly along the line of
rail or urban areas. These facilities operate dullgime business basis, and hence
growth of this sector follows the ability of the gdation to pay for the service
offered. Private health facilities also face a e of continuum of care. Due to
limited growth, the practice lacks a clear contmuwf care that would ensure

client/patient management regardless of the digg@ggession.

Limited growth of this sector could be partiallytrdduted to poor horizontal and
vertical networks. Coordination amongst privateiliiées offering the same scope of
care is ill-conceived, if at all existent. Recentigder a Government led investment
initiative called ‘Triangle of Hope’, the privatestprofit sector has been challenged
to strengthen functional networks both horizontadl aertical, that would facilitate
growth and ultimately improvement in the quality cdre provided. This would
improve the contribution of the private health sedb the service delivery chain in
the country.

Though the contribution of private health faciltieo pharmaceutical product value
chain in the country is negligible, there is needstrengthen synergies that would
facility growth and provision of quality care asosk to the clients as possible.
Hopefully such synergies would directly improve gwot quality by adding value
these pharmaceutical supplies. In addition, sucneeships at tertiary level of the
product supply chain would add value by improvinggusition/procurement of
efficacious medicines and other medical supplieieeence to national treatment

protocols, and recapitalisation with modern diagicasquipment.

Private pharmacieslocally known as Chemists, operate under simbasiness

principles to private health facilities. In essertbey are private health facilities,
offering mainly pharmaceutical products such asioadirugs, both off-counter and
prescribed. The challenge to this retail leveldsrdination amongst players. Though
this category may not need huge investment in teohsmedical diagnostic

equipment, there is a necessity for strengthenatly borizontal and vertical networks
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that would facilitate regulation. Private pharnescprocure their merchandise from
both local and international pharmaceutical distiglos/manufacturers, and hence it is
important that they are regulated to ensure thay ttho not off-load substandard

medicines to the market. Therefore the contributidnthe private pharmacies, if

registered and regulated properly, could add afiealue to the health care delivery
chain in Zambia.

However currently private pharmacies or chemisthay are locally called, add very

little value in terms quality of most of these phaceutical products.

In Zambia pricing of medicines in private pharmacar retailers is open and only
regulated by the market. This means that the coestnas to bear the final cost of
these medicines regardless of the primary or seggraburce. It's worthy noting that

because of the free market economy in the countost retailers including those in

the private pharmaceutical sector, charge very leteott prices to the consumer,
whom unfortunately has to pay/bear all the ineéiities along the supply chain

inevitably.

Traditional healers and herbal remedies shup#e strived to expand their market-

base through conventional packaging and provisfoadditional information on the
value of their products. It is worthy noting thdthaugh traditional healers, locally
known asShing’angas,may not be well established in the growing conwerdl
(western medicine) market; they do service a huagitional clientele. And what is
very intriguing is that their services are not foge, often a payment modality is
agreed prior to administering treatment.

The challenge to this practice is to determineréa value that traditional healers and
retailers of herbal remedies contribute to the pobvdjuality. Unfortunately for those
herbal remedies that find themselves in the comialeroarket, traditional herbal
retailers have tended to exploit consumers, talddgantage of the unregulated
market and this is despite that they add very gidaé (if any) value to these products
along the supply chain. For example, though stnaditional healers have made
claims in the recent past to have discovered treatrfor HIV/AIDS, these herbal
remedies have not been qualified through conveali@finical trials that would

ascertain efficacy and most importantly safetyhto dlient.
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CONCLUSION

Strategic analysis of the pharmaceutical produgkgeschain in Zambia clearly shows
that very little value is added to these convergiomedicines at secondary
(distribution) and tertiary (retailer) levels. Yietterms of product pricing, these two
levels tend to add most (over 50%) of the profitrgita Most of the value for
conventional pharmaceutical products is addediatguy (producer) level.

The same practice apply to the traditional herbaledies, where although very little
product value is actually add from primary (prodyce tertiary (retailer) level,
commercialised products are still very highly pdder a common consumer on the
Zambian market. The overall challenge to the phaeugcal products value chain in
Zambia lays mainly in the limited growth of the méarcturing sector, poor regulation
of the imported generic medicines, and the freeketaeconomy itself for a limited
local pharmaceutical product market that heavilyped®ls on imports from
foreign/oversees manufacturers.

Nevertheless | have demonstrated in this paperdhah player is critical at every

level to ensure quality provision of health to Asembian people.
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