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in LMIC Public Health Systems

Distributions can require delivery coordinators to
transport supplies using a variety of transport,
Quelimane Zambezia. Photo Credit: Denis Onyodi

NI/ Understanding Private Sector
/ < Engagement (PSE)

/ \\ Leveraging private sector capacity for public health systems is widely discussed,
’ but not commonly understood. Many low- and middle-income countries (LMICs)
\ .& (M ! have experienced vibrant private sector growth over the last 20 years. For
\ ’ example, Africa is forecast to surpass half a billion e-commerce users by 2025,
- - ﬂ which in turn is driving growth in logistics, data analytics, telecommunications
I 1 E— and other areas. Public health strategies, however, continue to ignore this growth,
S~ - - relying mostly on Ministry of Health teams and technical partners to manage and

operate health systems. This model is a major contributor to poor sustainability
and perpetuates long-term dependence on donor funding.


https://www.trade.gov/rise-ecommerce-africa
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Collaboration Model —> Philanthropy

Private sector engagement (PSE) in health is most often defined as Funding &
Technical Assistance (TA), or Health Service Delivery & Health Products provision
by the private sector (e.g., private hospitals and health facilities). Missing from
the discussion is another critical option for PSE—private companies providing
Ecosystem Services & Products to governments. This PSE option leverages private
sector assets and expertise to make stronger and more sustainable public health
systems. All three of these PSE options (Figure 1) for health are important, which
VillageReach outlined in an overview published in 2022, but Ecosystem Services
stands out due to its lower level of uptake.

Ecosystem services, whereby
the government contracts the
private sector for products and

services, is a promising but
underutilized option. In many countrl.es, the local private sector! can Prowde governr.nents with
Ecosystem Services in areas such as data analytics, transportation and
warehousing, cold chain maintenance and call center management. However, this
PSE option remains underutilized in LMICs because it faces several blockers that
can only be overcome by focused action from governments, funders and private
firms. At VillageReach we have been working in PSE since our founding in 2000,
and this article reflects the intense work on Ecosystem Services that we have
conducted over the last three years (See examples in Appendix 1). In this article,
we explore the key blockers and root causes slowing the growth of engaging the
private sector to provide Ecosystem Services in LMICs, and we propose practical
approaches for both on-going and new programs to better integrate PSE for

sustainable impact.

1 By local private sector, we are referring to commercial firms that fund their operations from sales. These
include subsidiaries of international firms that have long-term operations in the country and that are
predominately staffed and managed by a local workforce.



What's Blocking
Collaboration?

Through our work we found three major blockers to integrating Ecosystem Services into public

health systems. Each blocker has its root causes, which are detailed below.

Blocker 1:

CASE IN POINT

The implementation of outsourced
transport in Mozambique was enabled by
clear supportive regulations developed
under the leadership of the national
Central Medical Store (CMAM). VillageReach
conducts a government strategy and
regulatory review as a first step to any PSE
effort. Strategy and regulatory changes
can take several years and can be delayed
by changes in government leadership and
priorities.

Limited Engagement with
L ocal Private Sector

Many LMIC governments do not understand how to engage with the private
sector and therefore do not include PSE as a key strategy. In addition, many
bilateral and multilateral funders do not prioritize the local private sector in their
funding strategies, despite their desire for long-term sustainability. Some notable
exceptions include the International Finance Corporation (IFC), which works
with local and regional players across multiple countries and regions. Here are a
few of the root causes behind government’s limited engagement with the local
private sector.

Root Causes

Missing or unclear government PSE strategies and
regulatory frameworks

Certainty around what activities the private sector can legally engage in, a legal
and procurement framework for acquiring goods and services from the private
sector, as well as transparency on how the government oversees the private sector
(governance) are foundational for PSE. Private sector firms are not motivated to
make investments or enter markets when there is a lack of government strategy or
gaps in legal and procurement frameworks. This scenario can leave a firm at risk
and make them vulnerable to financial penalties or even being shut down. Some
LMIC countries have not defined a permissible activity scope for the private sector
in health, nor have they defined applicable standards. In addition, countries

may have competing regulatory authorities with overlapping mandates, making
compliance complex and expensive for private sector firms.


https://www.ifc.org/en/home

CASE IN POINT

When working with private transportation
firms in Mozambique, VillageReach
identified that many transportation

firms were motivated and had available
vehicles and staff to transport health
products, however, they were not always
familiar with medicine and vaccine
transport requirements. We worked with
these firms to ensure they received the
training required, and we encouraged
funders to include private sector capacity
building in their funding agreements with
other TA partners.

CASE IN POINT

VillageReach’s work with private
pharmaceutical distributors in DRC aims
to provide funders with direct access

to companies specializing in medicine
distribution to ensure access to priority
medicines and supplies. These distributors
already have the logistics and distribution
capability to reach remote health facilities.

However, many international funders do not

have knowledge of these firms. To address
this information gap, we worked with the
national regulatory authority (NRA) and the

national trade association in DRC to develop

a Directory of Certified Manufacturers and

Distributors.

TA partners do not have the strategies or skills to
engage the local private sector

LMIC governments often have a range of TA partners, which include local and
international non-governmental organizations (NGOs), United Nations agencies
and private for-profit international development firms. These TA partners do not
just provide advice and training, they often directly manage operations ranging
from procurement to pharmaceutical product distribution and health care
provision on the government’s behalf. These TA partners may prefer developing
their operations instead of subcontracting to local private sector commercial
firms. Even if they want to engage local private sector firms, these TA partners
may not have the skills to evaluate and develop the capabilities of local firms

or implement the collaborative frameworks needed for on-going performance
monitoring and improvement. These skills are important as local private sector
firms may need training to understand how to work with the public health system,
to manage collaboration with the public sector or adjust their operations to
comply with regulatory standards.

Funders are faced with major challenges even if they
want to finance local private sector firms

Many companies operating in LMICs can provide Ecosystem Services and there
has been a growing call for localization and respect for the role of local actors in
the past few years. However, even with a favorable government PSE strategy, it is
difficult for bilateral and multilateral funders to include local private sector firms
in their funding strategies, because donors are required to ensure fund recipients
are capable of adequately safeguarding resources and conducting due diligence
oversight to ensure compliance. It is difficult for funders to evaluate local firms
when funder teams are located thousands of miles away and vital business
information on local firms is not readily available. In addition, many LMIC
companies are small; for example, most private firms in Africa have less than 100
employees.? Contracting an interacting with one large global company that can
set up national operations or work with NGOs focused on public health is easier.

2 Cruz, Marcio; Moelders, Florian; Salgado, Edgar; Volk, Ariane. 2025. Estimating the Number of Firms in Africa.
Policy Research Working Paper; 11032. © Washington, DC: World Bank. http://hdl.handle.net/10986/42661
License: CC BY 3.0 1GO.



https://www.villagereach.org/2024/03/06/increasing-access-to-quality-medicines-through-public-private-collaboration/
https://www.villagereach.org/2024/03/06/increasing-access-to-quality-medicines-through-public-private-collaboration/
https://www.villagereach.org/2024/03/06/increasing-access-to-quality-medicines-through-public-private-collaboration/
http://hdl.handle.net/10986/42661 
http://hdl.handle.net/10986/42661 

Blocker 2:

CASE IN POINT

Since oversight is required to ensure
quality Ecosystem Services, VillageReach
considered the maturity of regulatory
authorities when designing our

program promoting collaboration
between government and private sector
pharmaceutical distributors. Our work with
private pharmaceutical distributors in DRC
identified the need also to strengthen the
capacity of ACOREP (DRC’s NRA) therefore,
we partnered with QUAMED, a specialist
in regulatory body capacity building, to
provide training for ACOREP inspectors.
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Low Level of Trust by
Government in Private Sector

While there is no doubt that many governments have an ingrained suspicion of
private sector motives, practical issues may drive those concerns. Government
health managers often do not have access to cost benchmarks, so they are not
sure whether private sector costs are competitive or inflated. They also want to
make sure that their citizens’ data is properly protected and that health products
are managed stringently to avoid substandard or falsified products entering

the system, per Good Storage and Distribution Practices (GSDP) standards. To
address these concerns, government managers need to be assured that private
companies can operate according to defined standards. They also need to be able
to verify that private firms consistently follow quality standards during service
provision and that they are charging market competitive prices.

Root Causes

Insufficient requlatory authority capacity to oversee
private sector firms

Health is a highly regulated area given the potential impact on patient outcomes.
All health system participants must respect international, regional and national
privacy standards. Private sector companies must implement processes and
tools that adhere to these standards, and an independent National Regulatory
Authority (NRA) needs to be capable of ensuring the private sector complies
with set standards. NRAs play a critical role overseeing pharmaceutical
manufacturers, distributors and wholesalers, yet many have not reached the
WHO maturity level required to consistently audit compliance with the set
standards. As of the end of 2024, the number of African NRAs achieving WHO
Maturity Level 3 (ML3)? status has grown from just two in 2021 to eight (Egypt,
South Africa, Tanzania, Nigeria, Ghana, Zimbabwe, Senegal and Rwanda).
Without capable NRAs, international audits are available, but this approach

is more a stop gap to reassure potential customers than a mechanism for
sustainable local PSE in public health systems.

3 ML3indicates a stable, well-functioning, and integrated regulatory system capable of effective oversight and
quality assurance.


https://www.who.int/publications/m/item/trs-1025-annex-7
https://www.who.int/publications/m/item/list-of-nras-operating-at-ml3-and-ml4
https://www.who.int/publications/m/item/list-of-nras-operating-at-ml3-and-ml4
https://quamed.org/

CASE IN POINT

In most of VillageReach’s PSE work, there is
a strong focus by government and funders
on commercial contracts and contract
compliance, but little focus on what needs
to be in the contract to build this trust and
collaboration. We ensure that contracts
between governments and private sector
firms include specific references to adapting
the QMS, indicate specific performance data
and describe the performance verification

process. We also promote the use of Service

Level Agreements which are collaborative
agreements between organizations to
formalize a working relationship and
support continuous improvement.

Blocker 3:

\
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A lack of confidence in the private sector’s ability to
provide quality services and products

Whether government employees or private sector partners do the work, it

is important to ensure that services are executed per documented standard
operating procedures (SOPs) and that reported performance matches
expectations. Without a robust quality management system (QMS) both in
government agencies and private sector firms, and regular quality assurance
activities, collaboration between the public and private sectors will be difficult
due to mismatched expectations and standards. Often, the QMS of government
agencies requires revision to accommodate the use of private sector services.
In addition, contracts need to be clear regarding how the private firm will
report service provision, and how the performance of specific indicators will be
reviewed and evaluated by the government. As many governments do not have
deep experience working with the private sector, QMS revisions are sometimes
overlooked, and contracts are often missing the required conditions. As a
result, regular performance verification is not possible, and only occasional
audits are performed. This undermines trust and does not allow for the
continuous improvement to ensure quality and identify and drive on-going cost
improvements.
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Challenges in Working with
Government Customers

Private sector firms find it difficult to work with governments, who often have
long procurement cycles, operational complexity and payment delays. Given
these factors, the business opportunity needs to be large enough in volume
and duration to attract qualified firms and to justify necessary investments to
manage government contracts.


https://www.villagereach.org/wp-content/uploads/2024/06/SLA.technicalnote.FINAL_.pdf
https://www.villagereach.org/wp-content/uploads/2024/06/SLA.technicalnote.FINAL_.pdf

CASE IN POINT

As VillageReach supported the
implementation of outsourced
transportation in Mozambique, we
encountered multiple technical partners
transporting health products for different
government health programs. Each had

a different monthly delivery schedule
complicating the lives of pharmacists who
had to stop dispensing medicines to receive
and unpack health products. Integrating
all these deliveries into a single delivery
was a challenge but ultimately proved
more reliable, cheaper, and easier for health
workers. We actively work to prioritize
cross-program integration among technical
partners and to ensure governments
understand the impact of fragmentation.

CASE IN POINT

To supplement medicines and supplies
that are out of stock at the Medical Stores
Department (MSD) in Tanzania, Swiss TPH
developed the Jazia Prime Vendor System
(Jazia PVS), a public-private partnership
to improve the availability of medicines

in Tanzania. Launched in 2014, it scaled
nationally in late 2018. However, a study
published in 2024 revealed that most
public health facilities were reported as
not paying for medicines and medical
supplies on time.*

Root Causes

Lack of high value opportunities for private sector firms
due to fragmented systems and short-term contracts

Regardless of the Ecosystem Services a private company provides, consolidating
demand into larger volumes is often essential for PSE to mutually benefit the
government and the private sector firm. Larger volumes can lead to significantly
lower service costs, and help private firms justify the necessary investments

to meet the government’s specific needs. Private sector firms are less likely to
engage with the government if fragmentation is high and the business volume
per contract is low. However, many public health systems are organized by
vertical health programs (immunization, TB, HIV/AIDS, malaria, family planning,
etc.), with each program having unique tools and processes for procurement,
planning, and data analysis. In addition, each program may work with different
technical partners by province, state or region, with each partner having their
way of operating. Equally important is the length of the contract, as short-term
contracts do not incentivize companies to make investments and can discourage
innovation. Engaging the private sector to execute low dollar value or short-term
contracts rarely leads to a cost-efficient way of working. Longer-term contracts
with some type of volume commitment can help overcome these issues.

Delayed payments by government customers

Private companies need to be confident that the government will pay for services
performed based on contractually agreed payment terms. However, even when
funds are available, such as when health services are paid for via social health
insurance payments, the government’s payment processes can be slow. This is
due to factors including administrative complexity, weak contract management
and manual processes. In addition, some governments have cash management
challenges such as aggregating funds, segregating funds for specific purposes and
forecasting their cash needs. When private sector firms face payment challenges,
they are unlikely to want to contract with governments.

4 Elias, L., Mushi, L. Effectiveness of prime vendor system on availability of medicines and medical supplies in
the selected public health facilities in Arusha district council. BMC Health Serv Res 24, 161 (2024). https://doi.
org/10.1186/s12913-024-10581-4



https://www.jaziaprimevendor.or.tz/
https://www.jaziaprimevendor.or.tz/
https://www.villagereach.org/wp-content/uploads/2023/05/Product-integration.OTRC_.Final_-1.pdf
https://www.villagereach.org/wp-content/uploads/2023/05/Product-integration.OTRC_.Final_-1.pdf
https://www.villagereach.org/wp-content/uploads/2023/05/Product-integration.OTRC_.Final_-1.pdf
https://doi.org/10.1186/s12913-024-10581-4
https://doi.org/10.1186/s12913-024-10581-4

Drone technology is one example of engaging the
private sector for Ecosystem services to deliver
health products to remote areas. Equateur Province,
DRC. Photo Credit: Henry Sempangi Sanyulye

Actions for Accelerating
- Ccosystem Services
ntegration in Public Health

Pursuing these recommen- Increasing Ecosystem Services in public health will require collaborative action
from all stakeholders to address the major blockers and their root causes.
However, the potential benefit in terms of health care access, long-term
mindsets, changing ways of sustainability and economic growth justifies the effort. We are aware that the
worki nga nd rethinki ng actions below represent a major adaptation for many organizations, whether

dations will require shifting

institutional proced ures. governments, funders, TA providers or private sector companies. Pursuing these
recommendations will require shifting mindsets, changing ways of working and
rethinking institutional procedures. However, without these adaptations, public
health systems will continue to suffer from performance and sustainability gaps

and miss the opportunity to build stronger, more responsive public health systems.

Since action is needed now, we have developed recommendations that can
be applied to existing initiatives and programs as well as new initiatives and
programs. Even in countries with weak regulatory authorities and/or gaps in
regulations, growing Ecosystem Services uptake is still possible now, it just
requires additional careful consideration.




Creating and growing
confidence between
government and local
private sector firms is a
critical step in addressing all
three blockers for Ecosystem
Services uptake.

Another important way to
increase PSE in existing
programs is by developing
business opportunities that
attract the best firms.

Existing Initiatives anad
Programs

Creating and growing confidence between government and local private sector
firms is a critical step in addressing all three blockers for Ecosystem Services
uptake. Some specific things stakeholders can do to increase confidence include:

Governments and technical partners should identify quality local private
sector firms (i.e., compliant with standards such as WHO’s GDSP) and
promote those firms as preferred partners.

Governments and technical partners should leverage existing tools
and guidance that facilitate public-private collaboration (e.g., Logistics
Outsourcing Guidance and Planning National Telemedicine and Health
Hotline Services: A Toolkit for Governments).

Governments and technical partners should establish an independent
verification process to validate service provider performance against
contractually agreed performance indicators and quality standards. This
requires outlining data sharing and SOPs between governments and
private sector firms in the contract.

Governments, funders and private sector companies should set up
payment mechanisms that ensure timely payment to private companies,
which requires transparency on payment terms and actual performance
versus agreed upon terms.

Another important way to increase PSE in existing programs is by developing

business opportunities that attract the best firms. Some specific actions
stakeholders can undertake to attract the best private sector firms are:

Governments and funders should integrate and standardize processes
across health programs to increase the volume of contracted services to
private firms, in turn increasing their willingness to invest. Standardizing
tools and SOPs will require cross-funder coordination and in-country
cross-program collaboration.

Governments and funders should examine existing contracts with private
sector firms and determine whether their duration is sufficient to motivate
private sector firms to make the investments needed for quality, cost
efficient and flexible services.

Governments and funders should automate payment processes for
private firms to ensure contract terms are met. They should also develop
the skills to project their cash needs by payment (cash forecasting) to
ensure funds are available to pay for services on time.


https://logisticsoutsourcing.health/
https://logisticsoutsourcing.health/
https://openknowledge.worldbank.org/items/56da2ed4-ec5f-465c-9909-9ad342660974
https://openknowledge.worldbank.org/items/56da2ed4-ec5f-465c-9909-9ad342660974

NS New initiatives and programs

New programs designed to strengthen health systems in LMICs should
systematically consider the benefits of collaborating with local private firms.

The best way to increase Ecosystem Services’ uptake in new programs is by
integrating the local private sector as part of funding agreements. This will
require funders, governments and technical partners to set up formal structures
for their PSE activities, including country-specific PSE action plans and full-time
PSE personnel. It is important to note that a number of bilateral and multilateral
funders already have PSE teams and strategies, so these actions can be integrated
into existing structures and strategies.

Some specific things stakeholders can do to promote this integration include:

e Funders should require technical partners and governments to partner

The best way to increase
with quality local private firms in new funding agreements.

Ecosystem Services’ uptake
in new programs is through e Governments and funders should only award technical partners with
proven experience in engaging with and developing the local private

integrating the local sector.

private sector as part of
e Technical Partners who are awarded funding should include local private

funding agreements. ) . . . . .
firms as an integral part of their workplans and implementation strategies.

Achieving universal health coverage in LMICs will require governments to
harness all available financial and technical resources in their countries. This will
include engaging the local private sector across all three PSE options: Funding

& Technical Assistance, Health Service Delivery & Health Products and Ecosystem
Services & Products.

Mother and child waiting for health services in the village of Malunga
in the Lusanga health district DRC. Photo credit: Wolff Mugos

Now is the time to invest in and grow the utilization of private
sector Ecosystem Services to strengthen health systems. Imagine
a future in LMICs where a vibrant private sector works with the

government to provide services and tools that make a country’s public

health systems more efficient, sustainable and affordable. We believe
this is not only possible—but also essential to ensure everyone,
everywhere, has the health care needed to thrive.

For more information, please contact:

ILIAGE Joseph S. Roussel, Director, Private Sector Engagement
@ACH joseph.roussel@villagereach.org

villagereach.org | info@villagereach.org
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http://villagereach.org
http://villagereach.org
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Appendix: Understanding Our Work

Between 2021-2024, VillageReach significantly expanded its PSE work across Africa. While we have
been working with governments on all three PSE engagement options our primary focus has been

on Ecosystem Services. Here are some examples:
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Logistics firms
that provide
delivery services
to the last mile:

Introducing logistics outsourcing so governments use private sector firms instead of
investing in warehouses and vehicles. In Mozambique, VillageReach supported the set-
up, implementation and scaling of outsourced transportation of medicines, vaccines and
supplies from pilot to national solution. We worked with multiple technical partners
and government programs to adopt integrated deliveries managed by a private lead
logistics management firm. This approach reduced the use of underutilized vehicles and
simplified logistics for the health facilities. After national scale-up, we transitioned our
management activities to the lead logistics firm and government employees. We took on
the role of verification, supporting performance reviews between the lead logistics firm,
the central medical store and the funder.

Technology and
communication
firms that increase
coverage and
efficiency of public
health systems:

Working with technology firms to provide digital tools like electronic immunization
registries that increase vaccination reach and efficiency in delivery. In Cote d’Ivoire,

Gavi funded an effort where Orange Céte d’Ivoire developed an innovative mobile
application called M-Vaccin that registers expecting mothers and children under two.
The mobile app creates an electronic vaccination record and sends reminder messages.
VillageReach supported the launch, development and early deployment phases focusing
on nurturing operational collaboration between the national vaccination program (PEV)
and Orange Cote d’lvoire. Having development and deployment supported by firms
based in-country provided a foundation for full national deployment as well as on-going
maintenance and upgrades of the solution.

Pharmaceutical
distributors that
supply the public
health system:

Integrating private pharmaceutical distributors/wholesalers as suppliers of medicines
and medical supplies to public health systems. In the DRC, VillageReach worked on
integrating private pharmaceutical distributors as suppliers to provincial health
authorities. Early on, we discovered that few licensed distributors were certified WHO
GSDP Complaint (6 of 195 licensed distributors/wholesalers in 2024). VillageReach
supported the development of a Directory of Certified Distributors and Manufacturers to
promote the certified firms and motivate others to become certified GSDP compliant. We
also increased the number of ACOREP, the inspectors trained on GSDP inspections and
developed collaboration between provincial health authorities and private distributors.

Start-ups that
enable government
service expansion:

Growing the capacity of innovators and startups to work with public health customers.
In Cote d’Ivoire, VillageReach supported Enovpharm, an Abidjan-based start-up whose
Vaccipha solution expands vaccination coverage by enabling private pharmacies to
become vaccination points of service. This approach creates significantly more health
worker capacity and decreases workload at often overburdened public health facilities.
We worked with Vaccipha to analyze customer needs, clarify its value proposition and
develop its go-to-market strategy. We also trained Vaccipha to apply practical strategy
tools it will use as it conducts discussions with potential customers and investors.

il


https://www.villagereach.org/project/otrc/
https://www.villagereach.org/wp-content/uploads/2022/07/LMSC_FactsheetA4_2022_Final.pdf
https://www.villagereach.org/project/cote-divoire-m-vaccin-project/
https://www.villagereach.org/project/cote-divoire-m-vaccin-project/
https://www.villagereach.org/project/private-distributors/
https://www.vaccipha.com/

