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PROPOSAL FOR A UNICEF FUND F 
PROCUREMENT OF ESSENTIAL DRUGS AND 

This document emphasizes the urgent need to strengthen 
opportunities for procurement of essential drugs by developing 
countries and suggests the creation of a revolving fund which could 
provide credit facilities for essential drug prociirement by developing 
countries through UNICEF. Should the Board agree, it might wish to 
invite Member States to contribute to such a fund. 

1* The objective of the Action Programme on Essential Drugs and Vaccines is to ensure the 
regular supply to all people of safe and effective drugs of acceptable quality at the lowest 
possible cost. 

2. The Thirty-first World Health Assembly in WHA31.32 requested the Director-General "to 
improve existing WHO supply services for drugs, including vaccines, and medical equipment, 
through closer collaboration with the United Nations Children
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s Fund and to ensure that 
developing countries take full advantage of such services". 

3. The purchase of essential drugs and vaccines is, however, being hindered by a lack of 
access to reasonable and appropriate credit facilities by health authorities in developing 
countries• The lack of reserve funds in UNICEF requires that prepayment for drug orders be 
made as long as nine months in advance of delivery. This requirement can place an 
intolerable burden on the developing countries hard-pressed for foreign exchange• 

UNICEF as supplier of essential drugs 

4 . Experience with procurement of essential drugs through UNICEF in 1984 resulted in price 

reductions of about 25% as compared to 1983 prices• 

5. The total drug volume currently handled by UNICEF is more than US$ 10 million per annum; 
the UNICEF Packing and Assembly Centre (UNIPAC), Copenhagen, has a total throughput warehouse 
and handling capacity of approximately US$ 90 million per annum. 

Revolving fund proposal 

6• The establishment of a revolving fund to provide developing countries with credit 
facility for the purchase, through UNICEF, of essential drugs and vaccines would have the two 
main advantages of eliminating the need for prepayment long in advance of delivery and of 
permitting bulk purchases at low competitive world prices• Thus with an enlarged and 
efficient system for procurement and shipment, administered by UNICEF, developing countries 
can be sure of receiving regular supplies of essential drugs in the right quantities, of good 
quality, and at the lowest possible prices which may be paid according to usual commercial 
practices, i.e., on delivery. 

Background 
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7 . In view of U N I C E F
1

s expertise in international procurement, it is advisable that the 

operation of the proposed fund ing facility remain under UNICEF authority. Existing policy 

coordination arrangements between WHO and UNICEF would continue. 

Fund ing of the proposal 

8 . A first priority is to put on a sound footing the proposed fund permitting a credit 
facility to developing countries with essential drugs programmes• In order to be able to 
provide an immediate service, it has been estimated that the fund should function with an 
initial capital of US$ 10 million. UNICEF
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 s contribution is expected to be US$ 5 million and 
WHO will try to raise another USÍ 5 million through voluntary contributions to UNICEF. 

9• It is estimated that the fund would revolve up to two or three times a year. Its 
liquidity would be maintained through payments by developing countries on delivery of their 
essential drug consignments or within a jointly-agreed time period following delivery. 
Foreign exchange constraints might be reduced by partial acceptance of local currencies 
against UNICEF country budgets. Depending on the volume of demand for credit facilities

э
 the 

need for an expansion of the fund could be considered on an annual basis• 

10. With the focus of this fund on only essential drugs, UNIРАС Copenhagen would be able to 

handle far more procurement for developing country programmes than its present volume• 

11. Special measures would be taken to protect the fund against arrears and defaults. For 
example, countries in arrears would not receive further supplies until payment is effected 
and amounts in default are recovered against future UNICEF country programmes• 

12. If the Executive Board should agree with the proposal, an effort to raise 
resources would now be called for in close association with UNICEF. 

financial 


