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INVESTING FOR THE FEW

The IFC’s Health in Africa initiative

The International Finance Corporation (IFC)’s Health in Africa initiative is at
odds with the World Bank Group’s welcome commitment to universal and
equitable health coverage and to shared prosperity. The $1bn initiative,
which promotes private sector healthcare delivery, is extremely unlikely to
deliver better health outcomes for poor people. Furthermore, the IFC’s failure
to measure the extent to which Health in Africa impacts on people living in
poverty is inexcusable.

Instead of investing in risky private sector solutions, the World Bank Group
should focus on supporting African governments to expand publicly
provided healthcare —a proven way to save millions of lives worldwide and to
drive down inequality — and help them to abolish user fees and strengthen
their capacities to regulate the private sector.
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1 INTRODUCTION

World Bank Group President Jim Yong Kim has publicly stated that achieving
universal health coverage (UHC) and equity in health are central to reaching the
two new overarching World Bank Group goals to end extreme poverty by 2030 and
boost shared prosperity.* Jim Kim has also rightly emphasized the need to close
the gap in access to quality health services for the poorest 40 percent of the
population and to eliminate point-of-service payments that impoverish people in
every country.?

The World Bank Group’s commitment to such goals is welcome, but are all
members of the Group aligned? In this report, which puts the spotlight on the
International Finance Corporation (IFC)’s Health in Africa initiative, Oxfam
guestions whether this initiative of the rapidly expanding private sector investment
arm of the World Bank Group may actually be working at odds with the Bank’s goal
to advance UHC.

UHC means that everyone — whether rich or poor — gets the healthcare they need
without fear of falling into poverty. To achieve UHC, health sector reforms must be
explicit about reducing inequality in access to health services and about ensuring
that public health systems mitigate the impact of economic and political
inequalities. As Oxfam has argued in a recent paper on health insurance schemes,
equity must be built into the system from the beginning, ensuring that people living
in poverty benefit as much as those who are better off. ®

Evidence suggests that prioritizing for-profit private healthcare delivery is extremely
unlikely to deliver better health outcomes for poor people and achieve UHC.* Private
health systems have been shown to be highly regressive, serving the richest far
more than the poorest. Data from 44 low- and middle-income countries suggest that
higher levels of private sector participation in primary healthcare have been
associated with higher levels of exclusion of poor people from treatment and care.’
While the wealthy receive the best medical care, many poorer people are forced to
rely on low-quality healthcare administered by unqualified staff and make out-of-
pocket payments for treatment, or simply do without.

Despite their numerous challenges, publicly financed and delivered healthcare
services continue to dominate in higher-performing, more equitable health systems.
In Asia, for example, a study comparing health data in the region found that no low-
or middle-income country has achieved universal or near-universal access to
healthcare without relying predominantly on tax-funded public sector delivery.® In
Nepal, for example, dramatic improvements in access to healthcare were achieved
after user fees were removed for primary healthcare services in public facilities in
2008.

Universal public services are one of the strongest weapons in the fight against
inequality. They mitigate the impact of skewed income distribution, and redistribute
wealth by putting ‘virtual income’ into the pockets of the poorest women and men.’
Furthermore, when people enjoy good health they are more likely to realise their
potential by participating in income-generating activity and community life. Everyone
benefits and the poorest people benefit most of all. In the face of growing inequality
in sub-Saharan Africa® urgent and dedicated action is needed to strengthen public
health systems. Instead of investing in risky private sector solutions to public health
challenges, the World Bank Group should focus on supporting African governments



to expand publicly provided healthcare — a proven way to save millions of lives
worldwide and drive down inequality — and help them to abolish user fees and
strengthen their capacities to regulate the private sector.

2 THEIFC'S HEALTH IN AFRICA INITIATIVE

In 2007, the IFC launched a report sponsored by the Bill & Melinda Gates Foundation
and researched by McKinsey & Company.® The report, ‘The Business of Health in
Africa: Partnering with the Private Sector to Improve People's Lives’, outlined the
IFC’s laudable aim of developing and enforcing quality standards for private
healthcare, but also made significant claims on the role of the private sector in
healthcare in the continent as a key complement to the public sector. In the 2007
report as well as in subsequent related publications, the IFC states that the private
sector already delivers half of all healthcare in sub-Saharan Africa and even more for
the poorest people,’®** and that private healthcare is often more affordable for poor
people than government provision.*** The report asserts that private sector
enterprises can ‘stimulate higher efficiency and quality standards’ through competition,
and set national benchmarks for higher-quality healthcare.'* The report also says that
up to two-thirds of the investment needed to scale up and improve health services in
sub-Saharan Africa may need to come from non-state actors.'® Such claims about the
superior performance and potential of the private sector in health remain largely
unsubstantiated, and many have since been challenged by the evidence available
especially in relation to the for-profit private sector.*®

In 2008, the IFC launched the Health in Africa initiative — a $1bn investment project
which aimed to ‘catalyze sustained improvements in access to quality health-related
goods and services in Africa [and] financial protection against the impoverishing
effects of illness’, with an ‘emphasis on the underserved’.*"*®*° Health in Africa would
achieve these objectives by harnessing the potential of the private health sector,
specifically by improving access to capital for private health companies, enabling them
to grow and expand, and through assisting governments to incorporate the private
sector into their overall healthcare system.?® Health in Africa would aim to ensure that
the private health sector became ‘an additional and powerful instrument to progress

towards the MDGs [Millennium Development Goals]’,** with extra efforts to ‘improve

the availability of healthcare to Africa’s poor and rural population’.??

Health in Africa aimed to generate $1bn via three main investment mechanisms: a
$300m equity vehicle; a $500m debt facility, mobilizing loans from local banks to
private healthcare actors; and $200m in technical assistance.”® The equity and debt
schemes aimed to provide capital for nascent small and medium-sized enterprises
(SMEs) by channelling smaller, more manageable investments than the average large
endowments made directly to companies by the IFC.*

Health in Africa’s equity vehicle comprises investments in two private equity funds: the
Africa Health Fund, managed by the Abraaj Group;** and the Investment Fund for
Health in Africa (IFHA), established by the Dutch PharmAccess Foundation in February
2007.7"%®

Health in Africa has had the backing of many international actors, including the
governments of France, Japan and the Netherlands, and the Bill & Melinda Gates
Foundation.?® Other partners include the African Development Bank and the
German development finance institution DEG.*® Within the World Bank Group, the
initiative was characterized as ‘a new direction ... in health’, and formed part of the
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World Bank Group’s wider health strategy.

In recent years, the IFC has begun marketing its own direct health investments in
sub-Saharan Africa as part of the initiative.** Moreover, the World Bank Group
recognized in the management response to the mid-term review that 98 percent of
the IFC’s health investment and advisory work has been through Health in Africa.®

Due to this change, and the lack of clarity provided by the IFC’s literature, Oxfam’s
analysis of Health in Africa has, by necessity, assumed that all IFC health
investments in sub-Saharan Africa since 2008 officially fall within the initiative.

3 CAUSE FOR CONCERN: THE IFC'S TRACK
RECORD IN HEALTH

The IFC does not have a long track record in health. Until the early 1990s, it had
only a few, sporadic health projects and no health department or specialized health
staff.*® From 1997 to 2007, the IFC approved only 54 investment projects in the
health sector, with total new commitments of around $580m.* By comparison, the
IFC’s current investment commitments total $50bn, involving nearly 2,000
companies in 126 countries.*

In a 2009 assessment, the World Bank Group’s Independent Evaluation Group
found a number of IFC health projects implemented between 1997 and 2002 where
operations resulted in abandonment of project construction, or complete failure of
the business and bankruptcy of the sponsor company.*® Development outcomes
were also initially low, with a number of hospital projects reporting significant
underutilization of facilities.®*® Far from benefiting the underserved, IFC health
projects were found to have ‘benefited primarily upper- and middle-income people
at the ‘top of the pyramid’.** With regards to its hospital projects, among 12
hospitals for which information was available ‘3 were mainly targeted to expatriates
and 6 were aimed at high- and middle-income populations.”*'Only a third of IFC
advisory services met or exceeded expected outcomes and the cost-effectiveness
of projects was considered low.* The IFC’s experience in health projects was
assessed as limited, sporadic, and predominantly based on its experience outside
of Africa in low-risk middle-income countries.*

This pattern of low performance has continued with the Health in Africa initiative.
The independent mid-term review of the initiative published in 2012 identified some
areas of success, but overall found that its performance had been uneven, with a
failure to deliver across a number of key objectives.** Areas of success identified
by the review included: bringing international attention to the role of the private
sector in health; promoting dialogue in a small number of countries on the same
issue; and the production of some analytical products — although the timeliness and
practical use of these products is questioned. The review also commends the IFC
for establishing a new equity fund that aims to provide incentives for health sector
investments that will benefit hard-to-reach people, the so-called ‘base of the
pyramid’. However, as discussed below, a closer look at this incentive mechanism
reveals serious flaws that render it largely meaningless as a tool to ensure that
poor people benefit from equity fund investments.



4  FAILING TO MEET ITS COMMITMENT TO
THE UNDERSERVED

The IFC’s literature has repeatedly emphasized Health in Africa’s focus on
benefiting ‘underserved’ populations in sub-Saharan Africa. Its plan — presented to
the World Bank Board in 2007 — emphasized improving the ‘availability of healthcare
to Africa’s poor and rural population’.** Such a focus is to be expected, not only due
to the unacceptable healthcare gap between rich and poor people across Africa, but
also because anything contrary would be at odds with the World Bank Group’s
overall mandate to tackle poverty. Despite this, the independent mid-term review of
the Health in Africa initiative found systematic failings across all workstreams to
impact on poor people.*

Oxfam’s own analysis of the limited and sporadic investment information made
available by the IFC and its partners supports these findings. They include a failure
to analyse how to reach poor people effectively via the private sector; failure to
direct investments for the benefit of poor people; and failure to even measure
whether poor people are being reached.*” A further concern is the apparent lack of
consideration of gender equity, both in terms of whether the initiative seeks to
promote gender equity and, if so, how this will be measured. Given that women are
disproportionately represented among poor and rural populations, this is a worrying
oversight and is at odds with the World Bank Group’s commitment to promote
gender equity.

The independent mid-term review found that Health in Africa’s analytic work
completely failed, ‘either by omission or by design, to engage with the most single
important global controversy with regard to the role of the private sector in health in
Africa: the role — if any — that the private health sector can and should play in
achieving development impacts...”.*® Despite the stated focus on the ‘underserved’,
the IFC had made no attempt to answer the question: ‘does strengthening the
private health sector improve health outcomes for the poor?’* The authors of the
mid-term review explain that not only is this a major failing against the IFC’s own
stated objectives, but it also throws into question the dedication of considerable
World Bank Group resource to an initiative whose critics have long argued will
‘primarily benefit the rich’.>°

Publicly available information shows that Health in Africa’s investments to date have,
in practice, predominantly been in expensive, high-end, urban hospitals offering
tertiary care to African countries’ wealthiest citizens and expatriates. In fact, the
intention to target the elite — including those rich enough to seek healthcare overseas
— is actually made explicit in some investment descriptions. For example, Clinique La
Providence in Chad was to receive an IFC loan of $1.5m to make available
‘healthcare services for which Chadians are currently travelling abroad’.** Togo’s
already well-established Clinique Biasa received a $1.7m investment and describes
itself as ‘one of Lomé’s top three private health facilities’.>* Hygeia’s Lagoon Hospitals
in Nigeria — benefiting from at least $7.68m in Health in Africa loans and investments —
boast of their ‘luxury accommodation’ and of performing operations only available in
‘very few specialised hospitals in the United Kingdom and USA’.>* >* While Nigeria
bears 14 percent of the entire global maternal mortality burden, the Africa Health
Fund has invested $5m in West Africa’s first in vitro fertilization (IVF) centre, aiming to
‘provide world class infertility treatments’.>® The clinic charges over $4,600 for one
cycle of IVF.*



Health in Africa’s investments consistently prioritize urban hospitals despite the
IFC’s own research finding that less than 12 percent of households in the poorest
wealth quintile access healthcare in hospitals,”® and despite Health in Africa’s
commitment to improve the availability of healthcare for rural populations.*

Far from prioritizing small-scale private providers that are struggling to access
finance through other means, IFC’s biggest Health in Africa investment to date has
been in Life Healthcare — South Africa’s second largest company, with services
spanning a network of 63 hospitals plus other facilities across the country.®*®* Life
Healthcare’s services remain unaffordable even for many comparatively wealthy
South Africans — only selected services are covered by health insurance® and only
15 percent of South Africans have any kind of health insurance at all.® Moreover,
Life Healthcare is rapidly expanding outside of African markets; its main growth
since the $93m® Health in Africa investment has been the 2011 acquisition of a 26
percent stake in one of the largest hospital groups in India.®

Box 1: Unaffordable maternity services at Nairobi Women’s Hospital

At the Health in Africa-supported private Nairobi Women’s Hospital,®® even the most
basic maternity package would cost an average Kenyan woman three to six months’
wages, at $463.°"% This goes up by almost $280 if an obstetrician is involved and by
more again if a caesarean section is required.69 The hospital claims to cater for low-
and middle-income Kenyan women and their families, " yet their average reported
inpatient cost was $845 in 2011."* Two-thirds of Kenyans would have to forgo at least
their entire income for well over a year to pay such a fee.”” In contrast, maternity care
in the public sector is free, following the abolition of user fees for maternity services in
2013 by the Kenyan government.73

Any genuine availability of services for poor and underserved people in Health in
Africa’s investment portfolio seems to be limited to tokenistic corporate social
responsibility (CSR) schemes on a tiny scale, such as the donation of 250
blankets;* sponsorship of eight water pumps in schools;’® and two days of free eye
screening for 200 people (over a third of whom were referred for further tests,
which may or may not have involved out-of-pocket costs).”

5 TURNING A BLIND EYE TO MEASURING
IMPACT

The IFC’s approach to Health in Africa seems to be at odds with World Bank Group
President Jim Kim’s emphasis on evidence-based approaches and the ‘science of
delivery’.”” The independent mid-term review of the Health in Africa initiative states
that ‘the topic of the private health sector is controversial, and this should have led
Health in Africa to be more engaged with defining its anticipated results and then
assessing them. This has not happened, and as a result it is now difficult to assess
the extent to which Health in Africa has had any real impact.’”®

The particular failure of the IFC to measure the extent to which Health in Africa
impacts on people living in poverty is nothing less than surprising. The performance
indicators outlined in the Business Plan for Health in Africa and applied to the IFC’s
direct and indirect investments include the value of the financing mobilized, tax
revenues generated, jobs created and the number of people receiving services.



According to the mid-term review, these indicators are inadequate to measure any
development impact specifically on the underserved.”

As an IFC Fact Sheet explains, the Health in Africa equity funds are tasked with
‘investing in socially responsible private health companies serving underserved and
low-income people.’® However, neither fund targets the underserved in practice,
nor do they measure their attempts to do so, to any acceptable degree:

+ The Investment Fund for Health in Africa simply requests its portfolio companies
to complete a questionnaire on environmental, social and development impact®
and makes a series of assumptions, including that extension of insurance,
telemedicine and other products and services will automatically increase
equitable access to healthcare.® A telemedicine provider supported by the Fund
(a South African company called ‘Hello Doctor’) was branded unethical by the
Health Professions Council of South Africa, forcing the organization to withdraw
its services.®

» The Africa Health Fund boasts of the success of its innovative incentive
framework, which specifically rewards portfolio companies for reaching patients
at the ‘base of the pyramid’.?* However, the target income thresholds used to
define those at the base of the pyramid are meaningless — in some cases they
include anyone earning $3,000 or less.®® According to the IFC’s own estimates,
this in effect includes all but the top five percent of earners in sub-Saharan
Africa.®® Even the lowest target income threshold used — $1,000 per person —
would include more than 70 percent of the population in most African
countries.?’

The mid-term review notes that a results framework has ‘finally been developed’ for
Health in Africa but despite Oxfam’s requests to date, the IFC has not yet made
this available for us to review.

6 HIGH-COST, LOW-IMPACT INVESTMENTS

Health in Africa has failed across its investment portfolio to prove claims of superior
efficiency and cost-effectiveness in the private healthcare sector. Instead, there are
numerous examples of high-cost, low-impact investments that make a negligible
contribution to the overall scale of health coverage.

The $1.7m Health in Africa investment in Clinique Biasa in Togo aimed to more
than triple the hospital’s existing bed capacity, in order to continue Clinique Biasa’s
‘significant contribution to quality health provision in a country which has less than
one hospital bed per thousand people’® However, even in the most generous
scenario,” the increase in bed capacity at Clinique Biasa represents a rise in the
total number of beds in the country of only 1.26 percent.’" In Tanzania, Health in
Africa invested in a health insurance provider, Strategis Insurance,”* despite the
fact that its own literature showed the company had just 30,000 members — 0.06
percent of the population.** The East Africa-wide health maintenance organization,
AAR Healthcare Holdings Ltd, has benefited twice from IFC investments,®® yet
currently provides outpatient services for only 500,000 people per year across the
region.® AAR Healthcare’s growth target to serve an additional 600,000 outpatients
per year by 2018°%” would see it reaching a mere 1.9 percent of the total population
of the three countries in which it operates.*®



Box 2: Hygeia Nigeria and the Lagos IT Workers Health Insurance Scheme

A series of schemes partnering with the IFC-supported company Hygeia99 in Nigeria
have been celebrated for extending health coverage to low-income Nigerian
communities.'® One Health In Africa scheme, receiving $6.1m from the IFC, set out to
subsidize health insurance for 22,500 low-income information technology (IT) workers
in Lagos over five years starting in 2008."°"% |t can be assumed that the pilot scheme
excludes the poorest and most vulnerable Nigerians, as enrollees are required to be in
formal employment (automatically excluding approximately 80 percent of Lagos
workers:).103

The cost of membership is also prohibitive. In the first year, enrollees pay $10 to join
the scheme.'® By year five, as the IFC subsidy is reduced, the cost rises to $53.'%°
Beyond the project’s five-year term, it can only be assumed that the full cost of the $93
insurance premium will fall to individual members unless the government could be
persuaded to take it on. To cover all Nigerians under a scheme like this would require
tripling the current government per capita health expenditure.106

Even at this high cost, the insurance scheme excludes a number of key healthcare
services, including cancer treatment, intensive care, family planning, any major
surgery, as well as several other essential health services.”® As such, the scheme
fails to protect members from the risk of impoverishing healthcare costs.

According to the information available, the scheme has, unsurprisingly, failed to reach
its target number of enrollees.’® Today, a year after the project was due to close,
fewer than 40 percent of the planned beneficiaries have been reached and only 54
percent of the IFC funding has been disbursed.'® In Nigeria, scaling up to achieve
universal health coverage via this route would take over 100,000 years.**

7 UNACCOUNTABLE AND OPAQUE: HEALTH
IN AFRICA’'S USE OF FINANCIAL
INTERMEDIARIES

The apparent absence of any IFC appetite to measure genuine development
impact through Health in Africa is compounded by the initiative’s use of financial
intermediaries to invest on its behalf, specifically the Africa Health Fund and the
Investment Fund for Health in Africa.

Oxfam’s research has identified several worrying problems with the use by the IFC
of financial intermediaries in general.'*! These include opacity, complexity, a focus
on financial returns over development impact, a focus on financial risk over
environmental and social risk, lack of oversight or ability to influence the business
practices of investee companies, and remoteness from the projects ultimately
financed and their impacts on poor people.™?

A 2013 report from the World Bank Group’s Compliance Advisor Ombudsman
(CAOQ) concurred with Oxfam’s research.'*® The report found that the IFC was
unable to track whether its investments via financial intermediaries are causing
harm to poor people and the environment, let alone measure whether they bring
development benefits.** It found serious irregularities and compliance issues within
the existing standards used by the IFC.*** It found inadequate transparency, and
reported that legitimate concerns were being raised regarding a near-total absence
of public access to information at times.**® This dearth of information can make it
impossible for communities to even find out if the IFC is involved in a project, much



less know that they can access grievance and redress mechanisms through the
CAO.'" The IFC’s initial response to the audit report''® failed to acknowledge the
gravity of the issues raised or to commit to properly addressing them.**

Following significant pressure from civil society and the Bank's own Board, the IFC
is now trying to deal with some of these issues,'® but it is still not addressing the
broader systemic issues with its model of lending through financial
intermediaries.***Considering this problematic track record, the IFC’s choice to use
financial intermediaries in the health sector, where there has already been a failure
to demonstrate impact, should be a serious concern for World Bank Group
shareholder governments and their tax paying publics, and importantly,
beneficiaries to whom the Bank is also accountable.

8 WORLD BANK GROUP MANAGEMENT
RESPONSE TO HEALTH IN AFRICA’S MID-
TERM EVALUATION

The official World Bank Group response™? to the critical findings of Health in

Africa’s mid-term evaluation was largely to emphasize the pilot nature of the
initiative and that the IFC team was committed to an approach of ‘learning by
doing’.*® This defence is later undermined by their admission that monitoring and
evaluation (M&E) — a prerequisite for learning by doing — did not receive sufficient
attention in the first year."* In fact, Health in Africa did not have an overarching
results framework until 2011, three years after the launch of the initiative.'* Further
emphasizing the IFC’s poor understanding of the need of M&E to be used for
learning, the response commits to defining verifiable criteria for judging the success

of Health in Africa ‘by the time it concludes’.*?

In their defence of the initiative’s pro-poor credentials, the World Bank Group
management highlights the incentive framework used to reach the so-called ‘base
of the pyramid’, yet they fail to acknowledge the inadequacy of the income
thresholds used.*?” World Bank Group management has also claimed that the
initiative ‘did not intend to have a direct focus on the underserved in everything that
it did, especially its policy work,*?® which is at odds with its own literature. It would
also be at odds today with the two new corporate goals of ending extreme poverty
and promoting shared prosperity. They go on to assert that its work would have
indirect benefits on the underserved by improving the operating environment for the
private sector,™?® seemingly based on the unsubstantiated assumption that the
improvement and growth of the private health sector will automatically benefit poor
people.™

9 CONCLUSION AND RECOMMENDATIONS

President Jim Yong Kim’s emphasis on UHC and the need to prioritize policies that
reduce disparities in health coverage marks a crucial and welcome turning point for
the World Bank Group. However, the available evidence suggests that the IFC’s
Health in Africa initiative is working at odds to the World Bank Group’s commitment
to UHC and its overarching goals to end extreme poverty and promote shared
prosperity.



Of greatest concern is the lack of focus on poor people, especially women. The
absence of any robust and comprehensive framework within which to measure
impact, particularly on people living in poverty, undermines the IFC’s claims that it
has taken a ‘learning by doing’ approach. Furthermore, the use of financial
intermediaries to invest in healthcare makes it even more difficult to measure
poverty impact due to a lack of transparency, and it blurs the lines of accountability
to the Bank’s shareholders and beneficiaries. The IFC has done nothing to
convincingly challenge the weight of evidence demonstrating the risks and inequity
of healthcare commercialization. There was little, if anything, in the official World
Bank Group response to the mid-term evaluation of Health in Africa to reassure
critics that the IFC is committed to a pro-poor, evidence-based approach going
forward.

UHC provides the opportunity to accelerate progress on the health-related
Millennium Development Goals (MDGSs), to address the growing burden of non-
communicable diseases, and to drive down inequality in access to healthcare in
Africa. But to achieve UHC, health sector reforms must be explicit about reducing
inequality in access to health services. Despite their problems in many countries,
publicly financed and delivered health services continue to be the main vehicle to
achieve UHC in higher-performing, more equitable health systems. Prioritizing for-
profit private sector healthcare delivery is extremely unlikely to deliver better health
for poor people and to achieve UHC.**!

Oxfam makes the following recommendations to the World Bank Group:

+ Publish the final review of the Health in Africa initiative, as announced in the
World Bank Group management response to the mid-term review, and discuss
implications of the findings with the Board, civil society organizations and other
stakeholders;

» Refrain from making any new Health in Africa investments until and unless a
robust, transparent and accountable framework is put in place to ensure that
such investments are pro-poor and are geared towards meeting unmet need;

« Cease IFC investments via financial intermediaries in the health sector until
transparency in these deals can be guaranteed and their pro-poor impacts
demonstrated:;

« Conduct a full review of the IFC’s operations and impact to date in the health
sector in low- and middle-income countries to investigate how they are aligned
with, and are accountable to, the overarching goals of the World Bank Group,
which are to end extreme poverty and promote shared prosperity;

« Continue to support African governments to strengthen state capacities to
regulate the private sector;

» Focus on supporting African governments to expand publicly provided
healthcare and abolish user fees — a proven way to save millions of lives
worldwide and drive down inequality.
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