HEALTH AND INDUSTRIALISATION: EXPLORING THE
ROLE OF PUBLIC-PRIVATE PARTNERSHIPS IN
BUILDING COMPETITIVE HEALTH-INDUSTRY
COMPLEXES IN SOUTHERN AFRICA

Mugwagwa, Julius; and Banda, Geoffrey;

7

© 2020, THE SCINNOVENT CENTER

This work is licensed under the Creative Commons Attribution License
BY

(https://creativecommons.org/licenses/by/4.0/legalcode), which permits unrestricted
use, distribution, and reproduction, provided the original work is properly credited.

Cette ceuvre est mise a disposition selon les termes de la licence Creative Commons
Attribution (https://creativecommons.org/licenses/by/4.0/legalcode), qui permet

|'utilisation, la distribution et la reproduction sans restriction, pourvu que le mérite de la
création originale soit adéquatement reconnu.

IDRC Grant/ Subvention du CRDI: 108349-003-Strengthening partnerships among Africa’s
science granting councils and with the private sector


https://creativecommons.org/licenses/by/4.0/legalcode
https://creativecommons.org/licenses/by/4.0/legalcode

Final 17/10/2019

Health and Industrialisation: Exploring the role of Public-Private Partnerships in Building
Competitive Health-Industry Complexes in Southern Africa

Julius Mugwagwa and Geoffrey Banda

1.0 Introduction

It has become common knowledge that many African health markets are trapped in a vicious cycle of
a perennial disconnect between supply, demand and investments. According to the PharmAccess
Foundation, and corroborated by numerous other sources, as of 2019, Africa has: more than 50% of
all health expenses paid out of pocket; more than 80% of the global burden of non-communicable
diseases; more than 15% of the world’s population; 47% of the global burden of communicable
diseases; yet has less that 2% of global health expenditure (PAF, 2019). To compound this and the
current burden for the health sector, the African continent will in the next few decades enter multiple
transition phases that impact health security. These include demographic and disease transitions as
populations age and as infectious diseases begin to be overshadowed by non-communicable diseases
in addition to the impact of chronic infections on non-communicable diseases. All these changes will
occur as industrial transitions and rural urban migration accelerate.

As a (semi-) public good, healthcare requires large government intervention. However, many African
countries suffer from limited state capabilities and poor institutions. On the other hand, despite its
important role, the private sector is often weakly regulated and highly fragmented. The current
health-industry complex (by which we mean the infrastructures and capabilities in place to
manufacture, supply and deliver health products to patients) may not be adequate to address these
emerging challenges. Put differently, the supply of medicines through manufacturing, procurement
and distribution capabilities, and their dispensing to patients in health facilities of different forms, is
presently not matching demand, and will only get more constrained with the challenges ushered in by
multiple transitions. In response, therefore, African countries will not only need to accelerate local
production of drugs, vaccines and other health technologies to be able to cater for emerging and long-
term health challenges the continent is facing and will face, but will also need new innovative business
and funding models to attain and sustain competitiveness as well as social inclusion through a
responsive and inclusive health industry complex. There is growing global evidence on the role and
influence of public-private partnerships (PPPs) as a mechanism for availing the financing, capabilities
and business models necessary for a health-industry complex that is good for socio-economic
development.

This paper reports on a study which sought to explore and understand the role that PPPs could play
as viable technological catch-up vehicles and investment financing mechanisms for building a
competitive African health sector that is interlinked with a vibrant pharmaceutical industry complex,
capable of supplying drugs, vaccines and other health products that assure health inclusion and social
security. In particular, this paper draws from co-produced primary and secondary qualitative and
guantitative evidence from five southern African countries, namely Botswana, Namibia, South Africa,
Zambia and Zimbabwe to highlight and examine examples, opportunities, successes, failures of and
lessons from PPPs in health-industry innovation and health system financing. The rest of the paper is
structured as follows: Section 2 gives an overview of the southern African the health sector and
pharmaceutical context, followed by Section 3 which explores the history and role of PPPs. Section 4
describes the rationale, conceptual framework and methodologies underpinning the study informing
this paper, while Section 5 describes, analyses and discusses the findings from our case studies and
Section 6 presents some conclusions and recommendations.

2.0 Health in Southern Africa
The five study countries are all members of the Southern African Development Community (SADC).
The SADC’s Regional Indicative Strategic Development Plan (RISDP) integrates health as a priority
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within the context of Social and Human Development, Poverty and Food Security®. The region’s
estimated 337.1 million inhabitants (2017 estimate) face high morbidity and mortality rates, low
nutrition status, poor healthcare infrastructure and services and poor living conditions as major
challenges. The region has for the past three decades faced a challenging and persistent HIV/AIDS
pandemic, and it is not surprising that the pandemic permeates the entire plan as an issue that
influences most factors of development in the region. The SADC region accounts for one-third of all
people living with HIV and AIDS worldwide; while eight SADC Member States are among those
countries with the highest rates of tuberculosis; and 75% of the SADC population is at risk of
contracting malaria. It is estimated that the loss of productivity attributable to tuberculosis is up to
7% of gross domestic product (GDP) for some countries, while the HIV/AIDS challenge depressed the
GDP of most Sub-Saharan African countries by up to 20% in the decade 2001 to 2010 (WHO, 2013).

This trio of diseases is a major threat to sustainable development in the region. As a result, a number
of protocols, declarations, plans, and programmes have been developed to combat communicable
diseases, led by the Social and Human Development and Special Programmes Directorate. The SADC
Protocol on Health was established in 1999, and it oversees all of these declarations and strategic
frameworks on health?. Article 9 of the Protocol on Health addresses communicable disease control,
while Articles 10, 11, and 12 specifically concern HIV/AIDS, malaria, and tuberculosis. The Protocol on
Health also covers a number of other issues critical to the preventative, diagnostic and curative
functions of health delivery, among others; harmonisation of policies for disease definition,
notification, and management and establishment in Member States of reference laboratories and
sharing of information on diseases and epidemics.

The health care systems of the five study countries, like elsewhere in the world, are continuously in
need of strengthening due to challenges embedded in or transcending the systems (Mugwagwa,
Banda and Chinyadza, 2017). The countries are all facing a number of similar challenges with respect
to health delivery, presenting both objective and subjective reasons for inclusion in the study
informing this paper. Specific country details will be presented in the findings section, suffice to say,
across the five countries, there is an inexorable reality of countries that are individually and collectively
confronted by a high and rising burden of disease; communicable and non-communicable diseases as
well as perinatal and maternal disorders. The national health systems are characterized by relatively
low quality care in rural areas and uneven access to medicines, medical devices and health services in
general.3

o Pharmaceuticals
With respect to pharmaceuticals, the SADC region is fully awoken to the fact that use of appropriate
pharmaceuticals is central to disease treatment and prevention, and that access to affordable, safe,
and quality-assured medicines is uneven in Southern Africa®. There are a number of challenges
working singly or collectively to sustain these challenges, ranging from lack of adequate production

1 https://www.sadc.int/themes/health/

2 https://www.sadc.int/documents-publications/show/Protocol on Health1999.pdf

3Bongani M Mayosi, Alan J Flisher, Umesh G Lalloo, Freddy Sitas, Stephen M Tollman and
Debbie Bradshaw. ‘The burden of non-communicable diseases in South Africa’ Lancet August
25, 2009 DOI:10.1016/50140-6736(09)61087-4 http://fogartyfellows.org/wp-
content/uploads/2012/09/2-A.4-Non-communicable-disease-South-Africa.pdf

4 https://www.sadc.int/themes/health/pharmaceuticals/
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capabilities to meet the needs of the region, inefficient supply chains, an uncoordinated regulatory
terrain, to lack of standardised legislation for pharmaceutical usage and disparate treatments for
diseases.

Among the five case study countries, there is a challenge of high cost of medicines due to factors
related to, among others, logistical challenges, diminishing capacities of local pharmaceutical
manufacturers, leading to reliance on imported medicines, particularly for Botswana, Namibia, Zambia
and Zimbabwe (Mugwagwa, 2019). South Africa has accumulated industrial capabilities (or potential)
for manufacturing medicines and a wide range of medical technologies. Its pharmaceutical industry is
relatively well established when compared to the other SADC countries. Zimbabwe’s pharmaceutical
manufacturing capabilities have shrunk considerably in the last two decades due to skills and capital
flights in the backdrop of economic and political challenges (Banda, 20167?)

The SADC Pharmaceutical Programme in June 2004 and now located within the Social and Human
Development and Special Programmes Directorate takes care of the usage and treatment dimensions;
while the SADC Pharmaceutical Programme aims to enhance the capacities of Member States to
prevent and treat diseases of major concern to public health in the region, through improving access,
affordability, and effectiveness of pharmaceuticals within the region (Article 29). A Business Plan for
Essential Medicines has been put in place, which covers, among others; rationalising and maximising
the research and production capacity of local and regional pharmaceutical industry of generic
essential medicines and African Traditional Medicines; development of mechanisms to respond to
emergency pharmaceutical needs (including procurement mechanisms); and strengthening regulatory
capacity, supply, and distribution of basic pharmaceutical products through ensuring a fully functional
regulatory authority with an adequate enforcement infrastructure.

Innovations in the governance of the local production and distribution of medicines, diagnostics and
a range of other health technologies are particularly key for ensuring full preparedness to deal with
current and emerging health challenges, in turn putting the countries on the right path towards
meeting Sustainable Development Goals (SDGs) in general and SDG3 on ‘Good Health and Well-being’
in particular. PPPs are seen as an opportunity for improving the health sector in general and the
national health innovation system in particular through exploiting existing national industrial
capabilities that are usually scattered across an institutional terrain comprising of R&D institutes,
private large companies, local companies and SMEs (Gideon and Unterhalter, 2017).

As noted by SADC and recognised across the countries, realisation of these improvements will involve
various policy and institutional reforms to enable the countries to develop, utilize and expand their
industrial capabilities for public health. Convergence of national health and industrial policy regimes
as well as greater integration of innovation considerations into the national health policy framework
are crucial considerations. Regulatory barriers, including those pertaining to registration of
pharmaceuticals, diagnostics and medical devices, will need to be removed to facilitate innovation.
Institutional adjustments (reform) will entail building greater linkages between industry and health
care sectors. The nexus between health and industrialization is under-studied in Africa and other most
developing countries (Mackintosh et al, 2018). There is scant empirical research on how industrial
change (or industrial development) can aid (transform) public health, particularly in terms of reducing
the costs of local manufacturing of medicines and medical equipment. This paper particularly focuses
on providing new empirical data and evidence on how PPPs can play roles in the delivery of health and
industrial policies and programmes for health and well-being.

3.0 Public-Private Partnerships
Van Ham and Koppenjan (2001:598) define a PPP as “cooperation of some sort of durability between
public and private actors in which they jointly develop products and services or products and share
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risk, cost and resources which are connected with these products”. PPPs rose to prominence in the
1980s as a strategy to raise capital without increasing public sector debt to fund infrastructure
development. During this era, governments were pressured to reduce spending and pair up with the
private sector, which was assumed more efficient and better at cost management capabilities than
the public sector (Gideon and Unterhalter, 2007). In the next decade, Mirafrtab (2004) asserts that
the donor community promoted the agenda in the global South; at a time of relentless pressure for
economic structural adjustment programmes and reduction of government spending in provision of
public goods. It is therefore not surprising that critics saw this as ‘welfare pluralism’ and the shift to
private funding that allowed multinational corporates a foothold in public service provision services
(Birch & Siemiatycki, 2016; Standing, 2007). (Gideon and Unterhalter, 2017) frame this as
‘financialisation of the means of social reproduction in sectors such as health and education” which
shapes policy direction towards profit motives for multinational corporates without an active
consideration of promoting equity and social inclusion. Consequently, there are arguments that the
evidence for PPP benefits claims is not overwhelming, especially concerning poverty and inequality
reduction (Romero, 2015; Trebilcock & Rosenstock, 2015; UNDESA, 2016). Some of these arguments
relate to the “draining the swamp” programmes of Margaret Thatcher in the UK where between 1987
and 2006 the UK had signed 590 PPPs (Ball et al, 2002).

However, PPPs have been identified as key financing vehicles for Sustainable Development Goals
(SDGs). SDG 17 focuses on the government-civil society—private sector partnerships and argues that
they are ‘inclusive partnerships built upon principles and values, a shared vision, and shared goals that
place people and the planet at the centre, are needed at the global, regional, national and local level.’
(UN, 2015; Gideon and Unterhalter, 2017). Literature shows that the bulk of PPPs have covered
infrastructure development; roads, water reticulation, rail, energy, telecommunications and the
general built environment. The various types for PPPs include the following:

Table 1: Seven types of PPPs common in infrastructure projects

Type of PPP Mechanism of the scheme

Build-and-Transfer scheme (BT) Private sector sources funds, build infrastructure
and hands over to the public sector. The public
sector pays the private sector agreed principal
and interest.

Build-Operate-and-Transfer Scheme (BOT) Private sector funds and builds infrastructure,
maintains the infrastructure. It recoups the
costs through agreed charges (rates, rental or
user fees) for the infrastructure. On agreed
dates, the infrastructure is transferred to the
public sector.

Build-own-operate-and-transfer scheme (BOOT) | Private sector funds, builds, owns, operates, and
then at the set time transfers the infrastructure
to the public sector. Costs are recovered
including returns usually with minimal public
sector interference.

Build-lease-and-transfer (BLT) Private sector funds and constructs the
infrastructure and on completion leases it to the
public sector in order to recoup costs. At the set
time, the public sector stops paying lease and
assumes ownership.

Build-transfer-and operate (BTO) The private sector builds the infrastructure and
transfers to the public sector. The private sector
however operates the infrastructure on behalf
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of the public sector and the proceeds are shared
as per set agreement.

Rehabilitate-operate and transfer (ROT) Dilapidated infrastructure is handed over to the
private sector to be refurbished, maintained and
reconditioned. The private sector operates the
infrastructure for a set time to recoup costs
incurred in refurbishing the infrastructure.
Lease, develop and operate (LDO) The private sector leases an existing facility,
restores or modernises it. Thereafter the private
sector operates the infrastructure for a set time
to recoup costs and then transfers the
infrastructure to the public sector.

Source: Dube and Chigumira (2010)

The building blocks of PPPs essentially involve the following dimensions; Finance, Design, Build,
Operate, Maintain, and Deliver (Abuzaineh et al, 2018) and the combinations of PPPs in Table 1 and
others not mentioned in this document emanate from a combination of these dimensions. Skelcher
(2005) broadly groups PPPs into five classes: Strategic Partnering; Joint Ventures and Design-Build-
Finance-Operate (DBFO); Contracting-Out and Competitive Tendering; Public Leverage; and
Franchising. We do not delve into the mechanics of how these PPP operate or are organised in this
paper. However, our literature review shows that the major focus of PPPs is their utility as financing
mechanisms and risk, resource and benefit-sharing vehicles between governments and the private
sector (Walwyn and Nkolele, 2018), hence the prevalence of civil engineering types of PPPs compared
to health-complex types of PPPs that we focus on in this study. Unsurprisingly, the African
Development Bank has been a major promoter of PPPs and serving as “an important backer of future
PPPs” to boost investor confidence in the feasibility of PPPs on the African continent (ZEPARU, 2016).
Generally, there are challenges in using the PPP approach in a number of African countries because of
six key issues: non-conducive legal, regulatory and policy frameworks; unpalatable risk, poor
perception of country risk; small market size; absence of deep financial markets; limited power in
global trade and investment; as well as lack of skills to competently manage PPPs (ibid).

A study of public-private interactions in the health sector in South Africa found that successful private-
sector involvement in technological and organizational innovations will require upgrading the skills
and capacities of public-sector actors in procurement, contracting and performance management
(Kula and Fryatt, 2014). New forums for stakeholder participation will also need to be created in order
to include networks of policy makers, academics, care providers and civil-society groups capable of
reviewing and evaluating PPPs and collaborating on learning and innovation (Kula and Fryatt, 2014).
Roehrich et al. (2014) reviewed the literature on PPPs in health service provision and innovation and
identified several risks of PPPs including: inappropriateness of certain PPP configurations, higher
capital costs, stifling of innovation, limited competition, high transaction costs, misallocation of risks.
However, there is still a lack of evidence on the impacts of PPPs and the factors contributing to success
of failure (Roehrich et al., 2014), a gap among others which this study intends to contribute towards
filling. Overall, there is need to understand the political economy of the health-industry complex,
recognising the political and context-dependent nature of investments and interventions in these
complexes and how these investments are influenced by wider socio-cultural, political-economic and
scientific and technological contexts.

General framework of areas where PPPs can be active in the health-industry complex.
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Our original idea of the health-industry complex covered the relationship between pharmaceutical
industry and the public health sector and the synergistic relationships that can be capitalised for
innovation, industry development and health security simultaneously. In this paper, we are cognisant
of the arguments surrounding PPPs, and we focus on the positive that they can deliver in clearly
difficult circumstances where solely public or private investment may not yield much when the funding
magnitude, risks inherent and the gestation as well as policy terrain are taken into consideration.
Figure 1 below presents the conceptual framework tying together the different elements of arenas of
analysis.

Figure 1: Conceptual framework for integration of PPPs in innovation and service delivery for the
health sector.

Using this conceptual framework, the five case studies presented in this paper consider situations
where ‘market failure’ can be overcome through PPPs in the health-industry complex focusing on the
innovation pathways constituting the healthcare value chain.

For the purpose of our study on applicability of PPPs in the health-industry complex, we split the
innovation pathway into the following stages: research and innovation generation; innovation and
technology development; translation and commercialisation; infrastructure design and development
and finally; healthcare services delivery. We desisted from using a linear depiction to avoid the
impression that this is a linear process, as we wanted to project the iterative nature of the interaction
of the various stages. In this regard, we felt the wheel and hub presentation in Figure 1 above
illustrates how PPPs can be used to strengthen the various spokes constituting the innovation
pathways surrounding provision of healthcare embodied in the built environment and supporting
medical health technologies and the clinical and management skills required to operate health
institutions and allied industries. Thus figure 1 should be read and understood in conjunction with
Table 2 which shows the particular stages and activities or actions or funding streams necessary to
support health systems strengthening and social inclusion.
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Table 2. Range of Health-related PPPs in a health-industry complex promoting innovation and social

inclusion
. Research and | Il. Innovation | lll.  Translation | IV. Infrastructure | V. Healthcare Services
Innovation Generation | and Technology | and Design and | Delivery
Development Commercialisatio | Development
n
Training in Technical | Innovation Technology Designing Primary Care
Skills [Technicians & | Acceleration Transfer e Manufact e Public health
Engineers] uring, e Vaccines
e Manpower e Funding e Product clinical e Maternal and
development to Develop and non- Child Health
schemes - support ment clinical e Preventative
student early Partnersh support services
attachment in stages ips services
industry - of e Joint infrastruct
engineering, innovati ventures ure design
pharmacy, and on
other technical e Product
skills Develop
[polytechnics ment
key link e.g. Partners
Zimbabwe] hips
e Accounting and
business
management
e Environmental
Health
Post-Graduate Training Construction  of | Clinical Support
and Skills Development physical Services
e Research infrastructure e Laboratory
capabilities in e BOT services
natural sciences e BOOT e Imaging
key for health — e DFBOT services
e.g. e Pharmaceutical
pharmaceutical Services
R&D or e Ambulatory
infectious or services
non-
communicable Non-Clinical  Support
diseases Services
control. o ICT
e Research infrastructure
training in social set up and
sciences maintenance
supporting e Food and
inclusion  and nutrition
health systems services

strengthening
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e Clinical trial e Laundry and
management Sanitation
Services
e Medical Waste
Management
Research Grants Innovation Technology Scale- | Medical Specialised Clinical
e Knowledge Incubation up Equipment Services
generation e Innovati e Institutio | identification and e Dialysis
funding for on hubs ns or | acquisition e Cancer Therapy
context specific e Innovati innovatio e BOT e Day Surgery —
health security on test n e BOOT e.g. Cleft lip
challenges beds - ecosyste palate surgery
Innovation  Challenge “Sandbo m Capital Organisational
Funds X supportin | Expenditure — | Management
e Industry — Public Concept g Long Term funding e Management
joint funding of " technolog | of infrastructure, contracts to run
innovation to y scale up plant, equipment health services
solve society and machinery
challenges

Source: Authors from interviews, literature review and AfDB (2017)

Under the research and innovation generation we cover four key functions of training in technical
skills, post graduate training and skills development, provision of research grants and innovation
challenge funds. This stage covers basic and applied research which leads to the second stage of
innovation generation and technology development (Table 2). Innovation acceleration and innovation
incubation constitute the second spoke of the hub in our conceptual framework. The third spoke
covers translation and commercialisation and the key activities covered in this phase are technology
transfer and technology scale up with attendant focus on joint ventures and product development
partnerships; as well as an innovation ecosystem supporting technology scale up, respectively. The
fourth spoke is the one most popular for traditional PPPs as it covers infrastructure design and
development. Most literature has examples of these types of PPPs that cover designing and
construction of for examples hospitals and other built environment for healthcare delivery or the
manufacturing sector. The final spoke of the wheel is healthcare service delivery and this covers
mostly technical skills deployment in both clinical and non-clinical activities as well as organisational
management of infrastructure and institutions. The last two stages of the framework are
operationalised in the healthcare industry as shown in Figure 2 in the built environment interacting
with preventative, curative and palliative healthcare and local pharmaceutical industries are linked to
healthcare services through their provision of medical health technologies (therapies and medical
devices) as key components of healthcare provision.
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Local Pharma

Built-Infrastructure Therapy Sector

Preventive Healthcare

Diagnosis
Medical
Drevices

Curative Healthcare

Long-time Care

Palliative Healthcare

Figure 2 Potential application areas in the built environment/infrastructure and the healthcare
service delivery

In our discussion of the case studies we use these frameworks as heuristic or sense making tools to
understand what types of PPPs have been used in different countries and how effective they have
been.

4.0 Study rationale and methodology

To date, policy and practice interventions have taken a silo approach to health and industry, ignoring
the positive reinforcement from a coherent industry-health linkage consideration (Mackintosh et al,
2017). The intention of the study informing this paper was to assess the dynamics of PPPs as a viable
financing mechanism for investment in the pharmaceutical sector (drugs and vaccines) that leads to
better social inclusion in health (medicines access, affordability and security) through the health and
industrialisation complex. For us, the study was both an assessment of the utility of PPPs and an
endeavour to contribute learning to the health-industry arena in the study countries and beyond. To
these ends, the methodology adopted for this study was informed by the overall focus of the study
which was to unpack how health and industrialisation in Southern Africa, in the context of public-
private partnerships (PPPs) will be able to address issues of "competitiveness and social inclusion"
while supporting local pharmaceutical production interlinked with a mutually-supportive health-
industry complex that fosters economic and social development. The underlying premise is that by
purposively bringing together public and private sectors to support health and industrialisation, and
deploying appropriate science, technology and innovation (STI) tools, African countries can take a
long-term perspective towards solving local health security, economic development and social
inclusion challenges. Achieving this entails investing in research and innovation skills, capabilities,
resources (including financial and technological), knowledge, networks and evidence-based policy and
practice design, implementation and refinement. A structured consideration of the complementarity
of integrating public and private capabilities in delivering the benefits of a local health and industry
complex speaks to the developmental and social inclusion needs of Africa, buttressed by sustainable
financing and overall strengthening of health systems.

4.1 Objectives of the study
The study methodology further drew from the following objectives as set out in the terms of
reference, which were to;
1. identify, analyze and share the subtle lessons behind the success or failure of health and
industrialisation partnerships and collaborations between government and industry in local
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4.2

production of drugs and vaccines with potential for health systems strengthening/financing
that leads to better social inclusion in terms of local health security, while at the same time
exposing the challenges that the partnerships faced or currently face.

identify and highlight key areas that foster social inclusion in local health security by focusing
on (a) affordability — procurement and pricing of drugs and vaccines (b) access — distribution
and supply chain management, and (c) promoting good manufacturing practice (GMP)
certification, standards improvement (Bolo et al, 2016) and for innovative and emerging
technologies priming the system for proportionate and adaptive governance of innovative
technologies [new technologies coming from for example synthetic biology] and instituting
anticipatory governance mechanisms.

(explore drivers of competitiveness — through which we will adopt and deploy the Bolo et al
(2016) framework that splits this into (a) financing, upgrading and capacity utilisation, (b)
research, innovation and skills development and (c) intellectual property rights and
technology transfer

identify incentives, policy and regulatory frameworks that have been introduced or modified
to improve (a) business environments, and (b) promote investment [including foreign direct
investment - FDI] in the local sector and trade

map out the unique policies, processes, practices and related factors that may have led to the
success or failure of public-private partnerships especially in the area of health

tease out lessons/action guides for the science granting councils on how to catalyse, manage
and enhance knowledge exchange between academia, public and private sectors.

Key research questions and research process

In order to meet the above objectives, the study specifically sought to address the following
overarching research questions which formed the basis of data collection instruments for the study:

to what extent are PPPs prevalent in the health-industry complex, in terms of research &
innovation, health system strengthening and as an innovative financing mechanism, and to
what extent have they contributed to health social inclusion.

what are the peculiar contextual realities of PPPs in health-industry complexes in Africa that
need to be considered and what lessons can be learnt from other regions?

how can governance, regulator, incentives and policy frameworks be made more anticipatory,
adaptable and responsive for more effective operation of PPPs in health-industry complexes,
especially for emerging innovative medical health technologies? and

what metrics are required for effective monitoring, learning and evaluation of the role of PPPs
in health system strengthening and financing?

Across the different research questions and objectives, we also analysed the role of government as an
investor in, regulator and facilitator of health-industry complexes and the wider political economy.
Figure 3 below shows our overall research process

10
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Fig 3: HISA project research process

This research adopted a case study approach, with the countries, their health and industrial sectors
and specific programmes, companies or organisations serving as multiple case studies for careful
analysis of the key areas of focus for the evaluation. As shown in Fig 3, data for this study was gathered
using a number of complementary methods namely, document reviews, emailed questionnaires and
interviews with some key respondents. Desk reviews were conducted against an evaluation checklist
based on the evaluation purpose, objectives and key questions, while interviews were conducted
using emailed questionnaires and/or semi-structured interview guides for different respondent
categories (Annex 1) to ensure that the questions posed in the study purpose were covered in a
complete and consistent manner. The research team also kept running notes of any other relevant
points made by the various stakeholders during discussions or observations they made that were
relevant to the study. Using the case study approach was best suited for this type of study for the deep
and close in-situ investigation that we were able to obtain. Interviewees were free not to respond to
any questions they felt uncomfortable with, and where feasible and desirable, anonymity was
preserved. In total, we interviewed 40 key respondents, an average of 8 per country, these being
drawn from the pharmaceutical industry, ministries of health & industry, health practitioners, civil
society, academia and regional organisations. We also reviewed more than 50 key academic, policy
and industry documents and closely studied more than 10 PPP cases across the five countries. The
case studies, primary and secondary data form the basis for compilation of this commissioned paper,
journal articles and a policy brief to be published.

5.0 Study Findings

5.1 Zimbabwe

Zimbabwe attained independence in 1980 and just as South Africa inherited a nation with huge social
and economic inequalities that manifested in unequal access to social services and infrastructure that
supported health security. The new government, as result, allocated resources to social development
however, with the advent of the economic structural adjustment programmes in 1993 and subsequent
land invasions in the early 2000s and political challenges; the country is currently facing severe
economic and social challenges, more so in healthcare provision. Historically health provision was
characterised by exclusion policies that allocated the bulk of resources to the white community. Less
resources were allocated to the black community critical for industry and commerce in the urban
setting; hence the unequal distribution at independence of government healthcare infrastructure in
urban and peri-urban centres, compared to rural areas where the population was covered by the
mission hospitals (Mhike and Makombe, 2018). This inequality dates to colonial times and the
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development of health infrastructure was driven by the racialist policies of the era. A respondent
highlighted how the Salisbury General hospital located at what is now Parirenyatwa General Hospital
catered for the blacks and white through separate systems. During the federation era (Federation of
Rhodesia and Nyasaland — modern day Zambia, Zimbabwe and Malawi) general hospitals for the black
communities were constructed in Harare (Harare Hospital), Bulawayo (Mpilo Hospital), Lusaka, and
Blantyre (Blantyre Hospital).

At the same time and critical to the health-industry complex argument on the importance of co-
location of pharmaceutical industry and healthcare provision, the Central African Pharmaceutical
Services (CAPS) was established in 1953, followed by DATLABs a subsidiary of Adcock Ingram in 1955
and Pharmanova in the 1970s and Varichem and Plus 5 Pharmaceuticals in the 1980s and 2000s
respectively. As will be discussed later this co-location of industry and local healthcare provision was
instrumental in rapid policy and practice intervention a key public-private initiative that led to local
manufacture antiretroviral drugs to combat the HIV/AIDS pandemic.

Zimbabwe has successfully completed formalised PPPs in the road, water and rail infrastructure space
and one in the health space; Chitungizwa Hospital and Baines Imaging, (Table 1). Zimbabwe is
however peculiar because of the long term preponderance of “un-formalised”, at times transient and
transactional public private partnerships in; Innovation and Technology Development, Translation and
Commercialisation and Healthcare Services Delivery, which have involved local industry, the public
health system, government in general, faith based organisation, international non-governmental
organisations. We will discuss this in five specific case studies of: formulation development and local
manufacture of ARVs; the EU-local pharmaceutical industry drug manufacture and supply of essential
medicines during the hyperinflationary era; Natpharm partnership with the pharmaceutical industry
for local manufacture of essential drugs; Mission Hospitals as invisible PPPs, as described by Mhike
and Makombe (2018); and the HIV/TB PPP that the Ministry of Health and Child Welfare is developing.

What has driven PPPs in Zimbabwe?

The main driver of policy shifts towards PPPs in Zimbabwe has been the incessant economic
challenges. The primary PPP candidates have historically been education, health facilities, and power
infrastructure and transport as well as water reticulation. This was driven by a crumbling
infrastructure caused by the economic challenges of the 1990s as well as the political issues emanating
from the reform in the early 2000s. The country has accumulated a huge infrastructure deficit which
the World Bank (2011) estimated needs a minimum investment of $2 billion per annum. The revenue
collections have been inadequate to cover this infrastructure gap, and consequently specifically for
the healthcare sector PPPs have been mooted as a possible solution. Thus spurred by this scarcity
programmes such as ZimAsset recognised PPPs as a possible financing mechanism for propelling
economic development (GOZ, 2013). Clinical and non-clinical services were affected by the economic
downturn especially between 2008 and 2009 (Dube and Chigumira, 2010) however, during the
Government of National Unity era there was improvement in services, which have since deteriorated
to date. Key areas affected include infrastructure, clinical and non-clinical services, staffing and
procurement of medicines and other consumables.

Our research echoes earlier studies (ibid) that hospital plant, machinery and equipment is one of the
causalities of the economic downturn, and the areas most affected include diagnosis and treatment
for diseases such as renal failure and cancer. Those who can afford are opting to seek medical
attention in neighbouring South Africa or India. Thus similar to the 2008-9 era, the burden of care has
shifted to the private health sector, and out of pocket, health expenditure has increased, as medical
insurance has been rendered ineffective by the high inflationary environment.
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National policies of PPP

Although PPPs projects were commissioned as far back as 1993, it took 5 years for the government
consider a framework for PPPs. It was only in 2004 that the first attempt to develop a PPP framework;
Public Private Partnership in Zimbabwe Policy and Guidelines (2004) commenced (Dube and
Chigumira, 2010). Dube and Chigumira (2010) reported that the framework never materialised,
although some modicum of PPP framework was instituted with an exemplar of BOOT through the
Zimbabwe Investment Centres, which incentivises actors in a PPP with a 5-year tax moratorium, and
reduced tax rates for the ensuing 5 years. There was renewed interest during the GNU in developing
a comprehensive framework for PPPs and one of the identified key requirements was the creation of
a clear ‘policy and institutional framework for PPPs’ which would signal to the private sector that
government would protect investments through legal structures and support PPPs through a
supportive institutional setup. The activities of the GNU led to development of the following
document that would have developed policies and institutions to promote PPPs as a key contributor
to infrastructural development:

e Public Private Partnership Policy of 2010,

e Public Private Partnership Guidelines 2010,

e Public Private Partnerships: Legislative Review for Zimbabwe, 2010,
e Institutional Framework, Public Private Partnerships, 2010

However, to date these documents have not yet been adopted (Table 3 below). PPPs commissioned
to date have been mainly handled by the Ministry of Finance in conjunction with relevant line
ministries with key legislative instruments being the Income Tax Act Chapter 23:06; Procurement Act
of Zimbabwe, 1999; and recently the Joint Ventures Act (chapter 22:22) which classifies PPPs within
joint ventures.

Table 3: Key legislation, programmes and policies supporting PPPs in Zimbabwe

Legislation or Policy Mechanism
Income Tax Act Chapter Incentivises BOOT PPPs. 5-year tax holiday plus 5 years reduced tax
23:06 rate
Short Term Emergency PPPs where private encouraged for areas such as air, rail, power
Recovery Programme generation, water and road infrastructure
(STERP)
STERP Il Upgrade or roads plus new infrastructure provision
Procurement Act of Provides definitions for Project Finance Initiative. Section 49 of the
Zimbabwe, 1999 Procurement Act [22:14] also deals with the application of the Act to
BOOT or BOT contracts
Joint Ventures Act [Chapter | 12th of February 2016, - Joint Ventures Act [Chapter 22:22]
22:22] gazetted. The Act came into force in May 27, 2016 after passage of
Statutory Instrument 53 of 2016 to operationalise it. Joint Venture
The Act classifies PPPs Act also provides for the institutions:
within joint ventures. e Joint Venture Unit (The Unit)
e Joint Venture Committee — Secretaries of Ministry of Finance;
Industry and Commerce; Transport and Infrastructure
Development; Energy and Power Development; Local Government;
Economic Planning; representative from the Attorney General and
the Director of the Unit [ZEPARU, 2016]
e Cabinet — approval of all joint ventures.
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Public Private Partnership | [documents prepared in 2010 but not yet adopted]

Policy of 2010

Public Private Partnership [documents prepared in 2010 but not yet adopted]

Guidelines 2010

Public Private Partnerships: | [documents prepared in 2010 but not yet adopted]
Legislative Review for

Zimbabwe, 2010

Institutional Framework, [documents prepared in 2010 but not yet adopted]
Public Private Partnerships,

2010

Source:

Mutandwa and Zinyama (2015) argue that Zimbabwe is not ready to embrace PPPs because the key
pre-condition that acts as an investment signal and assurance to the private sector is the presence of
a structured legal and political framework, which the country lacks as described earlier. Consequently,
the environment is not conducive because the institutional framework has not been set up to support
long-term investment which carries numerous risks (credit, commercial, currency, regulatory, political
and payment) for the private investor. Given the current socio-economic and political volatility in
Zimbabwe, it becomes difficult to attract capital from within and outside the country given the long
gestation periods for most PPPs. Despite Mutandwa and Zinyama’s (2015) argument (they focus on
PPPs in water), and without a supportive PPP policy and regulatory environment, at least 14 PPPs
(Table 4) have been completed or are ongoing in Zimbabwe. Suffice to say most of the PPPs are in the
transport and water sector with only a single PPP falling under the health sector - the Chitungwiza —
Baines Imaging case study, which was discussed in-depth in the AfDB (2017) Developing coordinated
public-private partnerships and systems for financing health in Africa: Experiences from Africa and
India report®.

Successful PPPs in Zimbabwe

Table 4: PPPs completed or ongoing in Zimbabwe in the transport, water, property and health
sectors.

Sector and type Facility Year Completed

PPP

Transport —Rail: Beitbridge-Bulawayo Railway (BBR). 350km | Construction phase lasted
BOT railway line from Bulawayo the border town | 18 months (record time)

of Beitbridge. Reduced travel times from
days to just 9hrs on this important
commercial route. Critical for fuel transport
from South Africa to southern parts of
Zimbabwe

Transport -Toll
Bridge: BOT

New Limpopo Bridge (NLB) — awarded by
the governments of Zimbabwe and South
Africa. * The first BOT project of this kind on
the African continent

Started in 1993 and
completed 13 months later-
Officially commissioned on
24 November 1995.

Transport- Road -
BT

Newlands By-Pass (NBP): Four-lane highway
bypassing Newlands Shopping Centre.

Completed

5> https://www.afdb.org/fileadmin/uploads/afdb/Documents/Publications/WITS-

AfDB Publication.pdf accessed 15 August 2019
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BT

of the road by a private investor.

Transport- Road - Plumtree-Harare-Mutare Road Completed
BT Rehabilitation of the road and construction

of 9 toll gates
Transport — Road - | Chiremba Road Development: Development | Completed

Water — BOT

Damafalls Development Water
Augmentation Project: Bulk water supplies
to Damafalls — a residential area

25 Year project

Water — BT

Donnybrook Water Augmentation Project:
Bulk water supply to Ruwa — a residential
and industrial area towards the east of
Harare

Completed

Water — BT

Zimre Properties Water and Sewer
Treatment Plant: Bulk water supply to Zimre
a residential area

Completed

Water — BT

ZB Water Augmentation Project: Bulk water
supply to Ruwa

Competed

Water — BOT

Muzhu Dam Rehabilitation: Bulk water
supply in Chiredzi

Completed

Water — BOT

Tongaat Hullets: Rehabilitation of Chiredzi
Water Treatment Plant

Completed

Energy — BT

ZESA/Zent: Manufacture of electricity
metres

Ongoing

Property — BOT

Sunway Housing Development: Servicing of
residential stands in Harare

Completed

Health — ROT

Chitungwiza General Hospital: 5-year PPP
with Baines Imaging Group. Rehabilitation of
theatre, renal, radiology, mortuary and
pharmacy.

2012-2017

Source: Dube and Chigumira (2010), ZEPARU (2016), AfDB (2017)

Using the framework described above we turn to the specific Zimbabwean cases that demonstrate
transient, at times transactional and “unformalised” PPPs in the health-industry complex as well as
the public-third sector terrain that impact health security and improve social inclusion in health care.

Table 5: Prevalent types of PPPs in Zimbabwe

Research and
Innovation Generation

Innovation and
Technology
Development

Translation and
Commercialisation

Infrastructure
Design and
Development

Healthcare Service
Delivery
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Case 1: Government — Industry Partnership: Local manufacture of ARVs in Zimbabwe

In the 1980s, Zimbabwe through HIV/AIDS faced a huge public health challenge that threatened to
overwhelm the health system. At that time, according to a local industry source, the government
approached the local pharmaceutical sector and encouraged them to produce ARVs locally. The local
firms approached the patent holders for ARVs and although there was initial interest, the deals fell
through. Consequently, the government issued a compulsory licence to local firms on the back of
pronouncement of a state of disaster for the pandemic. The local firms engaged in formulation
development and by 2002, they had started producing ARVs. The table below shows how the legal

and policy frameworks to support local production of ARVs emerged (Table 6)

Table 6: Legal and policy framework changes that supported local production of ARVs

Date Legal or Policy Change Justification
1999 e Introduction of the AIDS levy to raise funds Although much has been
to support HIV/AIDS programmes through written about the aids levy,
the National Aids Council (NAC) most literature omits the fact
e After dollarization in 2009, AIDS Levy annual | that this was conversion or
revenues were approximately USD39 million | redirection of an existing
per annum (Bhat et al, 2016) drought levy scheme that had
been set up to raise funds to
addressed effects of drought
in the country.
The AIDS levy was a product of
government’s inability to
access Global Funding for the
HIV/AIDS programme at that
time®
2002 e Patents Act of 1996 was amended to Public Health Threat —
conform to provisions of TRIPS agreement. Government incorporated
TRIPS flexibilities into
e Section 34 of Patents Act, Cap. 26.03, Zimbabwe's domestic
provided for compulsory licensing and legislation and promoted
Government use of drugs. beneficial utilization from local
production.
e Minister could authorise use of patented
invention by any Government department or
third party for services of state; as explained
by Section 35: Any authorisation by Minister
under section 34 during a state of
emergence shall include power to make, use,
exercise and vend the invention for any
purpose, which appears to the Minister
necessary or expedient.
17 January e Through the General Notice 240 of 2002 with | This allowed the state to allow
2003 Official gazette published on January 17, local manufacturers to locally
2003; a State of Emergence on HIV/AIDS produce patented medicines
for HIV/AIDS, including ARVs

® Interview with former Ministry of Health technocrat
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from January 1, 2003 to December 31, 2005
was proclaimed.

e The intention was for government to use this
option to improve access to ARVs for
patients in the country

8 April 2003 e The Minister of Justice authorized Varichem Local production would

Pharmaceuticals (Pvt) Ltd to produce ARV or | augment import of generic

HIV/AIDS related drugs, and supply 75% of its | ARVs from RSA and India.

production to State owned health

institutions

Source: compiled from Banda (2013) with information from Osewe et al (2018) and interviews

(2019)

Whilst local formulation of ARVs was under process, the government tasked the local firms to procure
ARVs from India and other countries (Figure 4 — green arrows). When the local companies had re-
formulated the ARVs and sought regulatory approval from the Medical Control Authority of Zimbabwe
(MCAZ) they started producing the drugs for the local market with some being exported.

KJ

\\

m—)

Figure 4: Public, private partners’ interaction to promote ARV manufacture technology transfer
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Production of Varivar/Lamuvidine commenced in July 2003 followed by Stalanev
(Stavudine/Lamivudine/Nevirapine) in October 2003 and Zidovudine in March 2005 and Indinavir in
2005 (Osewe, et al, 2008). Osewe et al (2008) reported that capacity at that stage was 1.15 billion
tablets and capsules and the programme benefitted from public health procurement and this saw
prices of for example Varivar falling from USD 30-50 to about USD 15 per month (ibid).

This case study illustrates what we are claiming as transient, transactional PPPs that do not involve
contracts but are undergirded by the social contract of assuring health security and in this case, it
meant aligning industrial policy, Intellectual Property Rights, health policy as well as finance policy.
We argue that current discourses on PPPs in health miss these type of “un-formalised” PPP which are
needed at certain instances to solve an intractable health challenge.

Case 2: Health-Industry Complex: EU — and NATPHARM procurement of essential medicines

Table 7. Suppliers contracted to provide medicines for the EU Expanded Programme of Health.

EU Expanded Programme on Health Local Procurement of Medicines

Supplier Contract Value in Euros
Varichem Pharmaceuticals (Pvt) Ltd 1,987,300
CAPS Pharmaceuticals (Pvt) Ltd. 2,289,784
PCD (Wholesale Importer) 1,202,702
GHC (Importer) 1,585,464
Mission Pharma (importer) 1,049,615
SJV (Importer) 253,280
Total 8,268,145

Source: Banda (2013).

The second transient, transactional type PPP that is scarcity induced that occurred in Zimbabwe during
the hyperinflationary era and into the dollarization era is exemplified by an EU funded programme
that contracted local firms for procure and produce medicines for the health system that was severely
under-supplied with drugs (Table 7). Of the total amount of Euro 8.3 million, Euro 4.3 million was
allocated to local drug manufacturers, and in interview the respondent highlighted the need to
support the local manufacturing sector as one of the key components of that particular programme
which was supported by DFID and EU. This reflects the social contract nature of the PPP as illustrated
in the NATPHARM example (Figure 5) where the Reserve Bank of Zimbabwe allocated foreign currency
to the public health system drug procurement agency NATPHARM, which in turn paid in foreign
currency directly to the supplier of raw-materials, and the local pharmaceutical firm used them to
manufacture drugs and deliver to the procurement agency. NATPHARM in turn supplied the drugs to
the public health system and other private sector pharmacies.
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Transient and scarcity induced; and transactional based.

Reserve Bank of
Zimbabwe

1
N N

Figure 5: Natpharm strategic procurement of raw materials for local drug production

These two examples reinforce our argument about scarcity induced PPPs which are transactional and
transient in nature, which have proved useful in unstable economic situations where traditional PPP
which depend on traditional project financial appraisal would not be suitable. As we shall argue later
there are circumstances where these types of transactional and transient PPPs can play a role not only
in social inclusion of marginalised populations but also support technological capabilities preservation
by allowing firms to operate in challenging economic environments. The knowledge exchange and
flows are between the private sector, the public sector and the third sector exemplified by
development agencies or international NGOs. What was interesting though was interviewees did not
view these as PPPs as they were not fulfilling ‘the traditional characteristics of popular PPPs’.

Case 3: Mission Hospitals - invisible PPPs since colonial times

Mhike and Makombe (2018) argue that Mission and State Hospitals have been invisible PPPs since
colonial times and even after independence in 1980, they continued as PPPs, with Mission Hospitals
playing a critical role in social inclusion and serving patients in rural areas. Thus, from a social inclusion
perspective, access to health and training of nurses and student doctors on attachment Mission
Hospitals, State Hospitals, and the Ministry of Health have been “un-formalised” PPP which have been
long-standing. The government through budgetary support fund Mission Hospitals and it also covers
the salaries for medical professionals in these institutions.
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Table 8: The number of healthcare facilities in Zimbabwe as at 2015

Zimbabwe Healthcare Facilities

Primary Care Facilities

Referral Healthcare Facilities

Clinics 1122 Central Hospitals 6
Polyclinics 15 Provincial Hospitals 8
Private Clinics 69 District Hospitals 44
Mission Clinics 25 Mission Hospitals 62
Council/Municipal Clinics/FHS 96 Rural Hospitals 62
Rural Health Centres 307 Private Hospitals 32
Total 1634 Total 214
Grand Total 1848

Source: ZSARA (2015)

Mission Hospitals fall under the remit of the Zimbabwe Association of Church Hospitals (ZACH); the
medical arm of all churches in the country. ZACH was established in 1974 and currently has a
membership of 130 hospitals and clinics’, contributing 68% health care delivery in rural Zimbabwe and
35% nationally. Reflecting the racialized health service delivery of colonial times, ZACH hospitals and
clinics are characteristically located in remote difficult to access parts of the country and consequently
their catchment covers socially excluded and poor communities. The magnitude of their contribution
to healthcare is reflected in 22 of the mission hospitals being designated as District Hospitals delivering
training for Primary Care Nurses, Midwives and State Registered Nurses, which supports work force
development for the health sector (Table 8). In addition, Mission Hospitals work in conjunction with
the Universities and Ministry of Health and Child Care by accepting medical students for training
through medical and rural attachment schemes.

Private Wards

z

National Government Local Government

7 http://www.zach.org.zw/about-zach/
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Figure 6. The healthcare facility set up and 4-tier referral system for urban and rural communities

The National Health Strategy for Zimbabwe (2016-2020) acknowledges the role the private sector
plays in funding and delivering healthcare. Echoing Mhike and Makombe (2018) the strategy
document highlights that although mission hospitals have a long history of collaborating with
government; the funding through grants in real terms has declined, implying they have had to source
funding elsewhere. In terms of partnering the private sector the strategy document reports that the
greatest challenge is lack of “a defined public-private partnership framework within which to
cooperate”. The mission hospital as unofficial PPPs (Figure 6) were a key source of social inclusion
and literature shows that they serve as channels of funding from the donor community targeting
healthcare provision in marginalised and remote areas. Table 9 illustrates how ZACH related clinics
and hospitals have collaborated with various development partners in the provision of medicines,
HIV/AIDS prevention programmes, antimicrobial resistance management programmes and other
services.

Table 9: The partners that ZACH has worked with in availing healthcare services in Zimbabwe

Current Partners Activity

CDC/PEPFAR HIV&AIDS prevention, treatment, care services.
Collection and utilization of surveillance data.
Implementation of evidence based public
health interventions within a network of
church-related hospitals and clinics and
immediate communities.

CDC/ I-TECH Scaling up VMMC Services in Zimbabwe
Global Fund/NAC- SASA HIV Programmes

EPN/USAID/SAIPS Antimicrobial Resistance

Brothers Brother’s Foundation (BBF) Equipment and Medicines

HPIC Medicines

Action Medeor Medicines

Restore Vision Reading Glasses

MOHCC Annual grant to the secretariat, Government

grants to all mission hospitals and clinics,
Human resources, medicines, equipment and
infrastructural development.

Previous Partners Activity

Catholic Relief Services (CRS) Nutrition Improvement Program

DANIDA Office Equipment and Hospital Supplies
European Commission Training of primary counsellors (VHSSP)

EED Institutional Funding and Vehicles

ICCO Institutional Funding

GTZ/Royal Netherlands Embassy Rehabilitation of Water Supply and Sanitation
OAK Foundation Water and Sanitation Project

Mild-May International/EU Improving the quality of life for children living

with HIV and AIDS and OVCs through building
and strengthening the capacity of community
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support networks to care and support such
children

World Bank Strengthening the capacity of both the
Secretariat and member institutions
(Governance Training)

Global Fund-HIV/TB/Malaria Capacity Building of hospitals and districts
OXFAM Australia Community Home Based Care and Livelihoods
(Empowering PLWHIV in livelihood)

Source: ZACH Partners http://www.zach.org.zw/partners/

Case 4: Private Ward at Parirenyatwa Hospital — a co-location PPP to retain health skills

The most common PPP identified by all respondents in the health sector was the Parirenyatwa Private
Ward Scheme that has run from pre-independence times. In this scheme designed to attract and retain
specialists at the government hospital, a wing of wards designated as Private Wards. Doctors refer
patients from their surgeries and clinics to the Private Wards and they are treated in the referral
hospital by their doctors and physicians, who in turn also treat patients admitted in the non-private
section of the hospital.

This however is not an official PPP, but an arrangement that has been in place for a long time. The
doctors accept Medical Insurance and out of pocket payment for services. In the case of medical
insurance if there is a shortfall, the patient pays the doctor and the hospital.

Key findings from the Zimbabwe 4 case studies and reflections on PPP literature

One of the key findings in Zimbabwe are the social function of PPP in dealing with economic
challenges, and as a result the types of PPPs identified are not in line with literature as they are
transient, transaction based and serve a purpose in scarcity induced situations. Thus, these PPPs show
that they serve other socio-economic functions beyond those discussed in literature and practice. This
is however not surprising given that most of the literature tends to focus on PPPs in infrastructure or
other management based activities and not on solving critical socio-economic challenging situations
for both the manufacturing sector as well as healthcare delivery sectors. We classify these as
transient, transaction-based PPPs in addition to what Mhike and Makombe (2018) term invisible PPPs.
Dube and Chigumira (2010) identified four key issues; financing, policy and institutional framework,
risk analysis and expertise in PPPs.

e Finance

Finance capability is important — key funding schemes are debt and or equity and best availed through
project finance. The project should be self-securing hence; the project needs to be robust and capable
of paying bank the debt. Use of Special Purpose Vehicles is common in such ventures and the SPV is
the contracting partner for all other players (UN ESCAP). It is usually recommended that the SPV be
constituted of the sponsors and they can also include government. Availability of well-developed
financial markets is one of the conditions conducive for PPPs.

e Policy, legal and institutional framework

Policy frameworks are important for clarifying how the PPPs function and process pathways to
approval and operations, and their absence in Zimbabwe has been identified as one of the key issues
that has held back PPPs. Legislation is reported in literature as acting as both insurance and assurance
to investors confirming that the government will honour its obligations. The absence of a legal
framework is reported to be one of the key drawbacks of accelerated use of PPPs in health. Zimbabwe
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currently has no dedicated PPP law, and as discussed earlier the PPP guidelines developed in 2004 are
still under review and the PPP policy of 2010 has to date not been adopted. Zinyama and Nhema
(2015) argue that Zimbabwe should simplify rules, regulations and procedures to remove bottle-necks
for smooth functionality of the government - achievable through policy consistency and predictability
to boost confidence in investors.

Zimbabwe unlike South Africa does not have a dedicated PPP unit, and to date all PPPs are
implemented by the Ministry of Finance in collaboration with relevant ministries (PPPIRC, 2017).
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5.2 South Africa

South Africa attained independence in 1994 and inherited a society that had institutionalised racism,
characterised by huge inequities spanning citizen rights, wealth and skills and especially in terms of
access to social services Gqoli (2005). It is within this context that PPPs have been actively used in
South Africa as a mechanism to address this historical inequity urgently by rapidly progressing towards
equitable social service provision supported by infrastructure development targeting marginalised
communities through the three government levels; national, provincial and local. In 1994 the country
was divided into nine provinces; Gauteng, KwaZulu-Natal, Mpumalanga, Eastern Cape, Northern Cape,
Free State, North West, Limpopo, and Western Cape; each with varying population densities.

In the latest midyear population estimates, Gauteng constitutes 25.8% (1.2 million) of the population,
KwaZulu-Natal coming second at 19.2% (11.3 million), and the province with the smallest population
was Northern Cape with 2.2% (1.26 million) of the population (Stats SA, 2019). Given these
demographics it is not surprising that South Africa stands out in this study as the nation that has
achieved more by using PPPs in health spanning infrastructure development, hospital management
and joint ventures (see Table 11). Consequently, the South African government has considerable
experience in health public-private interactions, however, Kula and Fryatt (2014) assert that more
collaborations could result in improvement in procurement, contracting and performance
management. Ggoli (2005) chronicles the genesis of policies related to PPPs; beginning with the 1997
decentralisation of budgeting by government, which led to three-year rolling spending plans and 7-
year forecasts. This was followed by enactment of the 1999 Public Finance Management Act and later
in 2000 the Treasury Regulation for PPPs which led to establishment of the PPP unit and finally the
Municipal Finance Management Act of 2003 (see Table 9). In terms of the specific PPPs in health the
AfDB (2017) report provides a more in-depth discussion detailing the specifics of the various types of
health PPPs (see Table 11 for examples). In this study, we describe these PPPs in brief to give broader
contexts of how they have been deployed in South Africa, however we select the BIOVAC Institute as
the case study to draw lessons learnt on the role of PPPs in the health-industry complex that can
impact and shape health systems strengthening.

What has driven PPPs in South Africa?

Abuzaineh et al (2018) highlight five key drivers of PPPs in healthcare: inadequate or old infrastructure
in need of refurbishment or new infrastructure; financial constraints for governments to fund new
infrastructure development or refurbishment; scarcity of management capabilities to improve health
outcomes; better supply chain management supported by efficient procurement systems; and the
need for specialist services or skills. The South African government recognised that in order to rapidly
address the social imbalances that apartheid brought, PPPs were a viable option to deliver better
health to especially marginalised communities. Consequently, the South African government since the
early 2000s has successfully commissioned PPPs in health (see Table 10).

National policies of PPP in South Africa

The South African PPP Manual (National Treasury, nd) describes a PPP as “a contract between a public-
sector institution and a private party, in which the private party assumes substantial financial,
technical and operational risk in the design, financing, building and operation of a project”. All PPPs
are governed under Treasury Regulation 16, and other bodies of legislation used to govern and
regulate PPPs in the country include the Constitution, Municipal Finance Management Act 2003 and
the Municipal Systems Act 2003 and the Public Finance Management Act 1999. Given the
institutionalised inequity laws that spanned economic and social sectors the government of South
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Africa devised the black economic empowerment (BEE) policies to address the historical imbalances,
thus the PPP BEE policy is structured in a way that encourages broad-based and sustainable outcomes.
The strategy is two pronged; institutions need to adhere to BEE policy in PPPs by selecting a
transaction advisor and secondly in the selection of the private partner in the PPP (Ggoli, 2005). The
BEE policy in PPPs has a scorecard which focuses on equity, management and employment,
subcontracting and the local socio-economic impact (ibid).

The policies in health PPPs date back to 1994 when the South African constitution enshrined health
as a human right and the government embarked on redressing the apartheid imbalance. In 1996 the
state adopted privatisation policies and in 1997 cabinet approved the establishment of the PPP Inter-
Departmental Task Team (IDTT) to develop a package of policy, legislative and institutional reforms
that would support PPPs (see Table 10). This was followed by the adoption of a PPP strategic
framework in 1999 and Public Finance Act no. 1 and in 2000 the treasury regulations for PPPs were
issued which led to the establishment of the National Treasury PPP unit. In 2001 the Treasury Manual
for PPPS was published and in 2003 the Municipal Finance Management Act no. 56 of 2003 was
enacted and this made provision for consistent financial accountability for local authorities and also
provided municipal PPPs and treasury view on feasibility.

Table 10: PPP related policies and their key drivers or rationale in South Africa.

Year Key drivers/rationale PPP and related policy actions

1994 Apartheid ends and the new Adoption of the new South African constitution,
government embarks on political | which enshrined health as a human right

and socio-economic
transformation
1996 Privatisation policies start to be Official adoption of privatisation by the state
implemented
1997 Cabinet approved a PPP Inter- PPP IDTT formed
Departmental Task Team (IDTT)
to develop a package of policy,
legislative and institutional
reforms that would support PPPs
1999 Adoption of PPP strategic framework

Public Finance Management Act Reduced micro budget management by Treasury
no. 1 of 1999.

National and provincial departments
accountable for value-for-money decisions and
delivery

National Treasury maintains tight budget
oversight and guidance

2000 Treasury regulations for PPPs National Treasury PPP Unit formed - consisting
of five professional staff drawn from the public
and private sectors - technical assistance from
the United States Agency for International
Development (USAid), the Deutsche Gesellschaft
flr Internationale Zusammernarbeit (GIZ)
(German Aid) and the Department for
International Development (DFID)
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2001

Treasury Manual on PPPs published to serve as a

key document for establishing PPPs in South
Africa

2003

Municipal Finance Management
Act no. 56 of 2003.

Consistent financial accountability system for
local authorities

Provides for municipal PPPs and Treasury view
on feasibility

Source: Compiled from Ngwamba (2014), Ggoli (2005) and Arimoro (2018)

The treasury manual outlines the steps that need to be taken to execute a PPP in South Africa (see
The project preparation stage is composed of three phases; with phase 1 covering
project inception and phase 2 covering the feasibility study and the third phase focusing on

Figure 7).

procurement.

The last step is the project term also covering three phases of development,

delivery and exit. Figure 8 shows the various types of PPPs as laid out in the Treasury Manual,
ranging from PPP agreement, Financing Agreement, Direct Agreement, Operations Sub-
contracting, Shareholders Agreement as well as Construction sub-contract

Figure 7: The South African PPP Project Cycle showing pathway to approval of a PPP
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Figure 8: The various forms of PPPs as enunciated in the South African PPP Manual
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Source: National Treasury (nd.) South African PPP Manual
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Since the early 2000s, South Africa has initiated at least 11 PPPs in health (see Table 10 for examples),
of which 8 have been completed. Seven of these PPPs were in five provinces with one at national

level.

The projects covered by the PPPs in health span asset financing mechanism, co-location,

facilities management, renal care services, and concessions (AfDB, 2017). As at 2017, there were two
PPPs under review; Tri-generation Chris Hani Baragwanath Hospital and Northern Cape renal dialysis.
The Tri-generation Chris Hani Baragwanath Hospital PPP involved the installation of the tri-Generation
plant at the hospital to reduce dependence on the national grid. The Northern Cape renal dialysis PPP
involved Kimberley, Upington and Springbok renal dialysis units’ refurbishments, staffing and
equipping (RSA Budget Review, 2018). For a more granular discussion of the health PPPs in South
Africa (table 11) — the AfDB (2017) report covers this.

Table 11: Successful health PPPs implemented in South Africa

Type of PPP Description Government Duration Value and Form of
Institution Financing Payment
Mechanism
Facilities Rehabilitation and Western Cape | 2006-2018 | R334 million | Unitary
Management | Lentegeur Hospital. Department of | [12 Years] payment
Hospital facilities Health
management
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DFBOT The Inkosi Albert Kwazulu-Natal | 2001-2017 | R4.5 billion Unitary
Luthuli Central Department of | [15 Years] payment
Hospital — Asset Health Debt: 70%
financing and Equity: 20%
maintenance and Govt: 20%
management
functions
DFBOT Universitas and Free State 2002-2017 | R 81 million User charges
Pelanomi Hospital — Department of | [16.5 Years]
co-location and Health Equity: 100%
clinical care
management
DFBOT Humansdorp District Eastern Cape 2003-2024 | R49 million Unitary
Hospitals — provision Department of | [20 Years] payment
of clinical and Health Equity: 90%
facilities management Govt: 10%
services,
Eastern Cape: Port 2006-2034
Alfred and Settlers —
co-location
DBOT Polokwane Hospital Limpopo 2006-2016 | R88 million Unitary
Dialysis. Provision of | Department of | [10 Years] payment
specialised clinical Health and Equity: 100%
care renal and Social
peritoneal dialysis Development
DFBOT Phalaborwa Private Limpopo 2011-2026 | R90 million User charges
Hospital - concession Department of | [15 Years]
Health Equity: 100%
Equity National State Department of | 2003-2010 | R75 million Once off
Partnership Vaccine Initiative. Health [4 Years?] Equity equity
Project : 100% contribution

Source: AfDB (2017), RSA Budget Review (2018)

An analysis of the health PPPs in South Africa according to our conceptual framework span different
aspects of the innovation continuum (See Table 12). Hospital infrastructure, as well as clinical and non-
clinical services provision span infrastructure development (the built environment) and last mile health
delivery services, whereas the Expanded Programme for Immunisation (EPI) vaccine procurement plays
a dual role of healthcare delivery as well as a signal to investors that if vaccines are produced there is a
market for them, however the procurement is still subject to tender procedures. Development,
reformulation, local manufacture and packaging activities on the other hand span research and
innovation generation, innovation and technology development as well as translation and
commercialisation. We will discuss this in more detail in the Biovac Institute case study below.

PPPs are not prevalent in the pharmaceutical manufacturing sector, especially so in the small molecules
sector. Although the PPP model in South Africa has worked for vaccines, in most cases it is the private
model that dominates the sector. We now turn to the Biovac case study in the next section to highlight
what worked well, challenges faced, the innovations that have come out of this PPP and some of the
challenges that may lie ahead.
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Table 12: Prevalent types of PPPs in South Africa

Research and Innovation and Translation and Infrastructure Healthcare Service
Innovation Technology Commercialisation | Design and Delivery
Generation Development Development

The BIOVAC Case Study - Historical vaccines and sera manufacturing capabilities

The story of the Biovac Institute is intricately interwoven with the historical biological manufacturing
capabilities of the South African government that pre-dates 1994, the resolve to keep vaccine
technological capabilities, loss of some of these capabilities as state owned biologicals institutions
were closed and how the PPP Biovac emerged from this era as a critical player in the health-industry
complex. Table 13 shows that the predecessor state owned institutions that date to the 1930s and
1950s included the Johannesburg located State Vaccine Institute, and located in Johannesburg; the
National Institute for Virology (NIV) and the South African Institute for Medical Research (SAIMR).
These were three institutes publicly owned, connected and controlled by government. The
respondents reported that the State Vaccine Institute produced BCG Vaccines, Smallpox Vaccines,
Foetal calf serum and Human Growth Hormone whilst Rabies vaccines were at the time under
development. The National Institute for Virology produced Yellow Fever Vaccine and Oral Polio
Vaccine. The Southern African Institute for Medical Research on the other hand manufactured DTP
vaccines, cholera and typhoid vaccines and anti-sera for snake, scorpion and spider. All these three
institutes were closed by the early 2000s, except the State Vaccine Institute which became the Biovac
Institute.

Table 13: Historical vaccines manufacturing capabilities in South Africa — pre-independence days

Location Name of Entity Manufacturing Capabilities Current Status

Cape Town State Vaccine Institute (SVI) | ¢ BCG Vaccines Closed

e Smallpox Vaccines

e Rabies vaccine was in
development

o Foetal calf serum

e Human Growth Hormone

Johannesburg National institute for e Yellow Fever Vaccine Closed
Virology e Oral Polio Vaccine
South African Institute for e DTP vaccine Closed
Medical Research (SAIMR) e Cholera and Typhoid
vaccines

e Snake anti-serum
e Scorpion anti-serum
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‘ | e Spider anti-serum |

The State Vaccine Institute in Cape Town is what later became the Biovac Institute and when it was
established in 2003, it carried over some staff to the new entity. The State Vaccine Institute (SVI) was
a directorate within the department of health, and illustrates how the government directly invested
in developing technological capabilities in local production of pharmaceuticals (biologicals) for its own
consumption in the public health sector.

The products manufactured at the SVI dating back to 1984 were BCG  Vaccine; a percutaneous
vaccine which was the only vaccine product sold commercially out of SVI the world. The challenge
however was the world was transitioning to intradermal vaccines which presented a technological and
investment challenge for the SVI. Transitioning to the new mode of vaccine delivery would have called
for clinical trials and at that stage there was no commitment to invest in that. The respondents
highlighted that there were similar technological transitions for the other products in terms of
production methods, quality assurance, ethical concerns and commercial viability. Thus, in the late
80s conversations of where to proceed were held with government department. As discussed earlier
the respondent reported that it became apparent that they could not continue as per usual because
they needed to improve quality. The government in the late 1980s and 1990s and after consultation
with WHO, UNIDO and others a decision was made that vaccine production could not continue. They
could either stop production or re-invest in production capabilities. The critical questions that needed
to be addressed according to the respondent was whether re-investment would be via a private
venture, a PPP or the public sector. Early in the 1990s a decision was made to form a PPP, and this
was carried through into the new democratic government. However, the respondent highlighted the
fact that from conception to signing it took 10 years for the Biovac Institution involving three different
rounds of RFPs (request for proposals).

Biovac Institute ownership structure and reason for the PPP

The Biovac Institute according to Walwyn and Nkolele (2018) was set up in 2003 as a strategic equity
partnership between with the Biovac Consortium (Pty) Ltd and Government. Biovac Consortium
ownership structure included Biovac Holdings (62.5%), Heber Biotec (15%), VaxIntel (15%) and the
Disability Employment Concern Trust (7.5%). Biovac Consortium then formed a partnership with the
government through the Department of Science and Technology. The Biovac Consortium holds the
controlling share of 52.5% whilst the government holds 47.5% of the shareholding (see Table 14
below).

Table 14: Shareholding Structure of the Biovac Institute

Biovac Consortium Shareholders

Biovac Holdings =62.5%

Heber Biotec = 15%

VaxIntel = 15%

Disability Employment Concern Trust =7.5%

Biovac Consortium South African Government through the
Led by Management =52.5% Department for Science and technology’s
TIA=47.5%

Biovac Institute
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Source: Compiled from Walwyn and Nkolele (2018) and Morena Mokoane, CEO BIOVAC
presentation at AVMI Conference Cape Town 2019.

According to Walwyn and Nkolele (2018) this PPP was driven by strategic reason to maintain local
vaccine security of supply via local manufacturing capabilities; as argued earlier based on the historical
manufacturing capabilities of the South African state-owned institutes. Our interviews also reinforced
the assertion by Walwyn and Nkolele (2018), and the agreements involved a “Supply Agreement,
Shareholders Agreement, the Subscription Agreement and the Strategic Equity Partner Undertakings”
covering the 2004 to 2010 period, however these were renewed in 2016 (ibid). The mandate that was
given to Biovac was to establish manufacturing capacity and supply uninterrupted EPI vaccines.

Biovac technological capabilities

Respondents reported that Biovac’s capabilities are in the Bacterial platform, fermentation and
conjugate vaccines. In a presentation at the AVMI-TIBA workshop (African Vaccine Manufacturing
Initiative — Tackling Infections to Benefit Africa), the Biovac CEO highlighted the products under
development and on the market as well as the partnerships they are collaborating with (see Figure 8).
In partnership with the Gates Foundation Biovac is currently developing the Group B Strep (GBS)
vaccine which is undergoing clinical trials shortly, and undergoing formulation development they are
working with Pfizer on PCV13. On filling, they are collaborating with Sanofi on the hexavalent vaccine,
whilst packaging Hexa, PCV, HepB and BCG in collaboration with Sanofi, Pfizer, Heber/CIGB and Aj
Vaccines. For cold chain and distribution they are handling the following vaccines; Hexa, PCV, Rota,
HPV, BCG, Measles, TT, Td, Flu and HepB working in collaboration with Sanofi, Pfizer, GSK, Biofarma,
Al Vaccines, Bionet, BioE, Seqgirus and CIGB.

An analysis of the collaborations for Biovac as illustrated in Figure 9 shows that this health PPP is
collaborating and co-innovating with leading pharmaceutical firms in the world, signifying embedding
within global value chains for vaccines and activity in global vaccine innovation ecosystems. In the
interviews, the respondents pointed out the importance of these collaborations in terms of
technological learning and technology transfer. What is also apparent is that the further left one
moves on the value chain in Figure 8, the more dominant philanthropic sources of funds become in
supporting activities, whereas it is easier to strike commercial collaborations for filling, packaging and
labelling and cold chain distribution. The cold chain distribution is highly active because of Biovac’s
role in procuring all EPI vaccines for South Africa and also for neighbouring countries such as Namibia
and Botswana. Biovac has enjoyed an exclusive agreement with the government to be the sole
supplier of the EPI vaccines in RSA for all paediatric vaccine — 13 vaccines in SA.
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Figure 9: Biovac’s products and partner profiles as at 2019
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Source: Morena Mokoane, CEO BIOVAC presentation at AVMI-TIBA workshop — Cape Town, June
2019.

Biovac has also developed a vaccine for Haemophilus influenza which it has licenced out to Japan and
as a result they are earning royalties for that technology. However, the respondents pointed out that
it takes 12 to 15 years to place a vaccine on the market — hence the need for patient capital and
assured market as an investment indicator.

Biovac currently has two research and development laboratories, two sterile manufacturing suites,
quality control laboratories and packaging and labelling suites with state of the art machinery (Fig