Framework, Approach,
and Methodology

June 2026

Reproductive Health &
SUPPLIES COALITION ... Giobal Health




Authors:

Chris Jones

Tanya Mahajan
Arundati Muralidharan

Rita Mwachandi

Contributors:
Lucy Wilson
Nayantara Watsa

Sarah Webb

Suggested Citation:

Jones, C., Mahajan, T., Muralidharan, A., Mwachandi, R. (2026). Menstrual health product policy simulation
and equity tool: navigating tax reform to improve MH product affordability and equitable access.
Reproductive Health Supplies Coalition.

We thank the generous support of RHSC’s donors for their pivotal role in advancing the development of
reproductive health markets globally. Special thanks to the United Nation’s Sanitation and Hygiene Fund
(SHF) for their support of this project.



OVERVIEW 4

FRAMEWORK FOR COSTING ANALYSIS 7
OVERARCHING APPROACH 8
IMPORTANT CONCEPTS 12
How VAT Works 12
Supply Chain Stages 12
Profit and VAT Recovery by Actor 13
Government VAT Revenue Summary 13
Formal and Informal Markets and Their Impact on Pass-Through 14

INTRODUCTION TO THE TOOL, DETAILED METHODOLOGY, AND SOURCES
15

Inputs of the MH Product Policy Simulation and Equity Tool 17

CONCLUSION 32



The Reproductive Health Supplies Coalition (RHSC)
contracted and provided technical oversight to Mann
Global Health (MGH) to conduct a costing analysis of
menstrual health (MH) products to enhance
understanding of the impact of upstream costs,
including taxes, levies, fees, duties, and other
regulatory costs, for manufacturers and suppliers of
MH products in low- and-middle-income countries
(LMICs). Our aimis to build an approach that can be
consistently applied across a variety of market
contexts and scenarios.

We have built a framework and tool that allows the
application of a consistent methodology against
diverse country and market contexts to help
understand upstream cost drivers and whether

potential regulatory and fiscal changes will be passed

through to lower costs for menstruators. It also helps
to unpack the complex interplay between consumer

How This Report Fits Within the Suite of Outputs

¢ Literature Review: Synthesizes global evidence
on tax policy, market dynamics, and affordability
drivers

e Costing Methodology and Model (this
document): Quantifies upstream costs,
simulates the impact of policy scenarios on
price and affordability, and provides guidance on
how to apply the model for analysis and
decision-making

e Report and Country Case Studies: Applies the
methodology to specific markets to assess real-
world dynamics and policy implications

e Advocacy and Policy Materials: Translates
findings into actionable recommendations for
policymakers and stakeholders

behavior, market dynamics, and fiscal policy to provide a basis for analyzing how costs are formed, who
bears them, and how targeted reforms can enhance affordability and access across diverse populations, all
to understand policy implications to determine where advocacy efforts are best focused.

What Is Value-Added Tax (VAT) and Why Does It Matter?

e VAT is a consumption tax applied at multiple points along the value chain, from production and
importation to final retail sale. It is typically included in the price paid by consumers.
¢ In theory, reducing or removing VAT should lower the retail price of goods, making them more

affordable.

¢ In practice, however, the impact on consumer prices is often limited or inconsistent. Price
reductions depend on how markets function, particularly how businesses set prices, how
competitive the market is, and whether cost savings are passed through to consumers.

VAT Treatment of Products

e Standard-rated: VAT is applied at the normal rate, and businesses can recover VAT paid on

inputs.

e Zero-rated: VAT is set at 0%, but businesses can still recover VAT paid on inputs, often lowering

overall costs.

e Exempt: No VAT is charged on the final product, but businesses cannot recover VAT paid on

inputs, which can increase underlying costs.



This step brings together the analyses described above into the model and then builds out a scenario-based
analysis. It models how tax or tariff reforms, such as VAT exemption, zero-rating, or tariff removal, affect MH
product prices, affordability, and access across different market conditions.

This MH Product Policy Simulation and Equity Tool models how fiscal reforms on MH products, including
VAT treatment and shifts in import and customs duties, border levies, and other para-tariffs, could pass
through the supply chains of imported and locally manufactured products to benefit menstruators who
purchase them. The model explores the potential impact of retail prices in formal and informal channels and
how affordability and equity for lower-income households could be impacted by price changes.

This model was developed using data from Kenya and India, drawing on literature reviews; key informant
interviews (KlIs) with manufacturers, importers, and other stakeholders; market visits; and select market
monitoring data. It builds on a beta model tested and refined using market observations and country-specific
insights. This document outlines the overarching framework and detailed methodology used to inform
analysis and advocacy.’

What the MH Product Policy Simulation and Equity Tool aims to do:

* Model how fiscal reforms, including shifts in VAT, customs duties, levies, and para-tariffs, could pass
through the supply chain of imported and locally manufactured MH single-use and multiple-use
products.

* Explore the potential impact of reform on retail prices in both formal and informal channels.

* Compare avariety of VAT treatments, such as standard-rated, zero-rated, and exempt as well as shifts
in other costs.

* Model how tax reforms impact affordability for users, but also how reforms can impact importers and
local manufacturers differently.

*  Show how affordability and equity are affected for low-income and higher-income households.

* Compare the net benefit to lower-income users (in affordability through lower prices) to fiscal costs of
VAT forgone to the government by higher-income populations.

How it works:

» Estimates price build-up: Builds the retail price across the value chain, first excluding VAT (ex-VAT) to
show underlying costs and margins, then adding VAT at the point of sale (where applicable) to estimate
final consumer prices under baseline and reform scenarios.

e Calculates pass-through: Applies channel-specific pass-through to the ex-VAT change to get the
consumer price delta by channel.

* Determines affordability and equity: Weights prices by each group’s channel mix, multiply by monthly
need (14 units), divide by monthly income to get Relative Income to Price (RIP), defined as the share of
income required to purchase a defined quantity of MH products over a given period (typically monthly).

* Estimates benefit-to-cost ratio (BCR): Estimates the relative benefit to low-income populations.




Figure 1: How VAT builds through the value chain

Importers &

Raw Material Suppliers Distributors Retailers Customers
Manufacturers
Cotton and raw materials . " . . .
Manufacturer buys cotton. used to make finished Businesses recover VAT paid on inputs through input tax credits Customers bear
Pays VAT on the cost of e (ITc).
pad. Manufacturer charges the full tax.

i VAT as % of sale.
This is input VAT,

VAT owed to government is output VAT (paid) less input VAT

This is output VAT, (collected).

What the model does not do (by design):

* Present a specific pass-through of savings with absolute certainty. Modeled scenario comparisons
present a range of outcomes and estimate potential pass-through of savings to end users. Markets in
LMICs are fragmented, often inefficient, and operate with a lot of distortive “noise.” Assumptions allow
for country-specific context to inform potential impact, but users should interpret results as a possible
range of price reductions.

* Forecast volume changes with price changes, given weak data on demand elasticity.

* Directly assess product quality or non-price barriers (such as stigma, access, logistics).



A framework was developed to organize analysis of upstream cost drivers and market factors to apply across
diverse country and market contexts. These building blocks can be applied as steps to conduct analysis in other
countries.

This framework provides a structured approach to understanding and analyzing the upstream costs of MH
products. The overarching questions guiding this framework seek to explore the effectiveness of tax and policy
reforms in reducing the cost of MH products at the consumer level. Key considerations include understanding
where the benefits of such reforms might go if they do not directly lower prices and identifying which cost
components, such as tariffs and duties, VAT, para-tariffs, and regulatory fees, have the greatest impact on
affordability across different countries. The framework also aims to assess the potential of modeling the
affordability impacts of policy reforms, particularly across various income groups and country contexts. Finally,
it identifies fiscal reforms that are feasible for governments and impactful for menstruators while assessing
affordability across wealth quintiles to capture distributional effects and inform equity-driven, data-informed
solutions.

Figure 2: Framework for upstream costing analysis of MH products

consumer Use, Equity, Affordability, and Demand Elasticity
@ Identify affordability barriers and assess demand responsiveness to pricing and
fiscal reform.

Assess competition, pricing. supply chains, and market informality to evaluate the
likelihood of tax pass-through.

g Market Structure and Dynamlics

Upstream Cost Drivers
@ Identify VAT, tariffs. and para-tariff elements applied to MH products and

their inputs.

Tax classification and Pollcy Treatment
Analyze Harmonized System (HS) code inconsistencies and VAT fmmeworks (zero-
rating vs. exempticnl

Regulatory and Administrative Capacity
éié Evaluate the administrative system supporting the execution of tax policy and

enforcement, reform readiness, and data transparency.

Scenario Modeling

E Outputs of the tool: Integrates findings to estimate the potential impacts of tax
reductions, impact on equity. and other factors.

- = Policy and Advocacy Recommendations

:Q: Develop appropriate policy and advocacy recommendations based on
COUNtry context.

By considering the full scope of market dynamics, tax policies, and data and insights needed to drive
meaningful change, the framework can be used across varying country settings to help prioritize actions, target
advocacy efforts, and guide the development of equitable, sustainable solutions that ensure all menstruators
have access to affordable products.



A literature review and Klls identified a number of elements to inform this analytical approach. Those themes

include the following:

1. This model maps pass-through potential rather than predicting outcomes.

In a world of imperfect information and markets, this model shifts from forecasting exact price reductions to
mapping the likelihood of price pass-through based on market typologies.

* |t draws on factors such as market concentration and structure, the complexity and capacity of
administrative systems supporting the tax system, and market informality to develop ranges (see

Table 1 below).

* It helps to assess countries and markets by the potential to absorb cost savings at each step in
the value chain rather than to pass it through to price reductions for the consumer, based on a number

of factors.

* Tiered affordability scenarios can be presented across income quintiles.
* Pairing each scenario with qualitative risk narratives, e.g., likelihood of retailer absorption, margin
preservation, or consumer visibility, is helpful to understand context.

Table 1: Summary of key factors impacting pass-through

Factor

VAT Zero-Rating
vs. Exemption
Matters

Market
Competition

Retail Structure
and Supply Chain
Layers

Literature Review Findings and
Influence on Pass-Through

Zero-rating allows input VAT
recovery, increasing the likelihood of
price reductions. Exemption often
leads to embedded costs that
cannot be recovered, particularly for
local manufacturers.

Competitive markets pressure
sellers to lower prices. Monopolistic
settings may result in actors
retaining savings from tax
exemptions as profit.

Pass-through is likely higherin
formal, competitive markets (short,
efficient, and well-regulated value
chains) and lower in fragmented or
poorly regulated environments (i.e.,
multiple sub-wholesalers and

Implications for Our Analysis and Policy Design

e Break out and understand the nuances of tax
structure; advocate for zero-rating over
exemption to maximize price reduction potential
and model input VAT recovery.

e Assess market structure, including market
breadth (humber of brands, options, SKUs readily
available to all populations) and depth (volumes
sold) to understand potential for competitive
pressures to enable pass-through of tax changes.

e Consider variations in policy reform that are
needed in competitive (e.g., promoting zero-
rating or duty exemption) and non-competitive
markets (e.g., promoting market entry).

Map supply chains and identify cost drivers at
each level.



Tax System

Simplicity and
Administrative
Capacity and

Types of Costs

Matter .

Cost Structures by
Product Type
Matter

Consumer
Awareness and
Demand Elasticity
Play a Role

Equity and Market
Responsiveness

informal retailers) that dilute the
effect of tax cuts.

Simpler, well-enforced tax
systems increase compliance.
Complex systems that are not
well-enforced often enable
avoidance, create confusion, or
lead to inconsistent application.
Tax reductions are unlikely to have
impact unless:

Input taxes are also addressed
(zero-rating vs. exemption), which
is particularly important for local
manufacturing.

Refunds for VAT credits are
processed reliably within a
reasonable timeframe, with
allowance for credits to be
applied in a meaningful way.
Monitoring ensures pass-through
of savings to consumers.

There is limited comparative data
on production and import costs
for disposables, reusables, and
menstrual cups.

Some evidence suggests VAT
pass-through impacts disposable
and durable goods differently.

Informed consumers and elastic
demand increase pressure on
sellers to pass on tax savings, but
many users will opt to use non-
specific products, such as cloth,
when products become
unaffordable.

Different income groups,
geographic settings, and
demographic segments (e.g.,
ruralvs. urban, adolescents,
persons with disabilities)
experience MH affordability
differently. Market
responsiveness to tax or subsidy
changes varies by segment.

Invest in understanding the fiscal and policy
environment, both formal and administrative.
Policy should be tailored to administrative
capacity; in complex systems, tax reforms
need to be simplified and enforcement
strengthened.

Itis important to separate input duties,
packaging, registration, and local value
addition costs in the analysis.

Leverage country-specific Klls with
participants in the tax system and authorities
to assess the tax system at a high level.

Use Klls to unpack the factors influencing
costs and each type of product.

Separate input duties, packaging, registration,
and local value addition costs for these
distinctly different product types.

The tool is unlikely to develop sufficient
insight into how price sensitivity varies by
income group and geography. The tool,
however, creates an approximate estimation
of elasticity through affordability indices.
Messaging campaigns are needed to raise
awareness about tax changes and shape
consumer price expectations.

Conduct segmentation analysis by wealth,
geography, and demographic group.

Assess how market actors serve each
segment and whether tax policy changes can
equitably benefit all.

Include demand-side analysis (e.g.,
affordability thresholds) and assess the risk of
uneven pass-through.



Transparency and
Price Monitoring

Non-Tariff Barriers
and Informal Costs

VAT and tariff reforms lack real-
time price monitoring in LMICs,
especially in informal markets.
Data and evidence are difficult to
obtain.

Price audits and watchdog
pressure improve the likelihood of
pass-through; lack of oversight
leads to leakage.

Informal or ad hoc fees for small-
scale importers and market
vendors are poorly captured in the
literature.

Aim to understand existing mechanisms and
opportunities in place to enforce changes in
fiscal, regulatory, or policy spaces.

Integrate post-reform price monitoring into tax
advocacy; understand the potential of publicly
available dashboards, consumer price reports,
or context-specific solutions.

Itis important to factor in regulatory and
inspection fees, classification delays, and
border charges.

Use KllIs with customs brokers, local
manufacturers, and port agents to gather this
data and triangulate with other trade resources
as needed.

2. Weintegrate market actors’ behaviors and strategic pricing into cost stack models.

* Costs accumulate and are amplified at each stage of the value chain delivering products to
customers. These include:
* Raw materials and production costs (domestic manufacturers)

* Transport, distribution, and marketing costs

e  Profit margins
* Taxes, levies, fees, and regulatory costs

Costs accumulate in a “cost stack” as MH products move through the market to customers.

Figure 3: The value chain and cost build up

Raw Material
Suppliers

Importers &
Manufacturers

Distributors

Retailers Customers

* We have added a behavioral pricing component to the cost model to account for mark-up
discretion at importer, distributor, and retailer levels, factoring in market competitiveness,
structure, market informality, and other market factors identified in prior MGH landscaping activities.

* Kllscanbe usedto assess pricing behavior (e.g., whether retailers adjust prices with tax/tariff changes
or maintain margins) and how actors may respond in a shifting environment.
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3. We draw on real-world experience and context, including price trends, to understand potential
absorption patterns.

* Markets, particularly in LMICs, are imperfect. Limited market data is a major challenge;
infrastructure is constrained; governments struggle to design, implement, and collect on fiscal
initiatives; and actors struggle to stay competitive and afloat.

* The model aims to leverage pricing data from VAT/tariff reforms in countries like Mexico, the UK,
Kenya, Tanzania, and South Africa, and apply lessons from higher-income countries (where data is
more readily available) to LMICs (where markets tend to be more fragmented and less transparent).

* Lessons from Kenya and India are integrated into the model and the supporting methodology to inform
analysis and application in other countries.

4. This model draws on country-specific evidence to develop use cases to support replicability.

* Comparative country case summaries highlighting India and Kenya are used to build an evidence base
forthe model, and illustrate how upstream cost reductions may be absorbed by market actors, and
extent to which savings were estimated to support affordability gains to consumers.

* It is important to highlight key enabling or limiting factors, such as VAT design (zero-rating vs.
exemption), input tax recovery, consumer protection mechanisms, and media exposure, in the
analysis.

*  Drawing on commonly available data and metrics, including the Menstrual Health Market Maturity
Assessment Tool (MH-MMAT), also helps to ensure countries not included in this analysis can apply
the costing model to unique market contexts.
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How VAT Works

VAT is charged at each step of production and sale, but only on the value added at that stage. The
government collects VAT from each actor, but businesses deduct the VAT they have already paid on inputs.
Businesses pass VAT through to their customers (end users, distributors, etc.); they pay only the difference
between VAT collected and VAT paid (or the “value add”).

e Forimporters, this generally works smoothly; every dollar of VAT paid in is cleanly offset or
“credited” out.

e  Forlocal manufacturers, if input VAT cannot be reclaimed (e.g., under an exemption), that amount
gets “stuck” and therefore absorbed into the costs passed through to the end user. It raises the cost
base and pushes up the final price, even though the VAT rate is the same.

e Result: Consumers pay more, local firms appear less competitive, and VAT is no longer neutral.

Figure 4: How VAT works through the value chain

Importers &

Manufacturers Distributors Retailers Customers

Raw Material Suppliers

Cotton and raw materials

Manufacturer buys cotton. used to make finished Businesses recover VAT paid on inputs through input tax credits Customers bear
PE’VS"YAT on the cost of pad. Manufacturer charges r) the full tax.

o
VTEROEEE D VAT owed to government is output VAT (paid) less input VAT

This is input VAT. (collected).

This is output VAT.

Supply Chain Stages

1. Farmer or Specialist Company: Produces raw materials (e.g., pulp, cotton, plastic).

2. Producer: Processes raw materials into MH products and sells to retailers or distributors.
3. Store: Stocks and sells the product to the final consumer.

4. Consumer: Purchases the product for use.

Figure 5: VAT building through the supply chain

Stage Costs 10% VAT Price
Farmer = Producer $1.00 $0.10 $1.10
Producer = Store $1.20 $0.12 $1.32

Store » Consumer $1.50 $0.15 $1.65
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Profit and VAT Recovery by Actor

e  Producer: Purchases for $1.10 from supplier, sells at $1.32. Profit = $0.20. VAT paid = $0.12; VAT credit
from previous stage = $0.10; Net VAT to gov = $0.02.
e Store: Purchases for $1.32 from producer, sells at $1.65. Profit = $0.33. VAT paid = $0.15; VAT credit =

$0.12; Net VAT to gov = $0.03.

e Consumer: Purchases for $1.65, VAT included in price. VAT is remitted by the store.

Government VAT Revenue Summary

e Fromraw material: $0.03
e  From producer margin: $0.02
e From store margin: $0.03

e Fromfinal consumer purchase: $0.10 (included in price)
e Total VAT collected by government: $0.15 (equal to 10% of $1.65 sales price)

Figure 6: How VAT classification impacts various actors

VAT treatment on Importer (finished goods)
the final product

Standard-rated (e.g., Pays import VAT at

16%) customs (typically
creditable). Charges VAT on
sale. Remits output VAT to
gov (import VAT + other
input VAT).

Zero-rated (0%) VAT Exempt at border: no
import VAT due, and
importer does not charge

VAT on sale.
Exempt (no VAT VAT Exempt at border: no
charged) import VAT due, and
importer does not charge
VAT on sale.

Local manufacturer (domestic
production)

Charges VAT on sale. Can claim
input VAT credits on raw materials,
packaging, equipment, services.
Remits output VAT less input VAT.

Charges 0% VAT on sale. May still
have input VAT credits/refunds,
but often not.

e  The manufacturer charges no
VAT on the final product.

e VATis paid on inputs, but
cannot be reclaimed.

e VAT paid during manufacturing
becomes part of production
costs.

e VAT on materials, packaging,

utilities, transport, and services

is embedded in costs and
passed on through higher
prices.

e VATis hidden; consumers pay it

without seeing it on a receipt.

Consumer price implication

Consumer pays VAT transparently at
checkout (final price higher by VAT
rate).

Typically lowest consumer price (no
VAT charged; little/no VAT
embedded); exception is if market
actor does not pass —-through savings.

Exemption can raise consumer
prices for locally manufactured
products thought ‘hidden’ VAT ‘stuck’
in costs. It can also tilt competition
toward imports if import VAT is
relieved or smaller than embedded
domestic VAT.
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Formal and Informal Markets and Their Impact on Pass-
Through

The extent to which fiscal savings reach consumers depends a great deal on market structure. Savings from
tax or duty reforms are more likely to pass through to end users in formal, efficient, and competitive markets
than in informal markets. The model accounts for how menstruators access products across these channels
to estimate the share of fiscal savings that realistically reach consumers.

Why Informal Market Channels May Have Limited Pass-Through

* Lesstransparency: Informalretailers (small shops, kiosks) are less likely to post prices, have weaker
price competition, and do not always adjust prices quickly when input costs fall.

*  “Sticky” pricing: Shopkeepers or distributors may prefer to keep prices stable for consumers,
absorbing the reform benefit as higher margin rather than lowering shelf prices.

* Lower regulatory oversight: Unlike formal supermarkets or pharmacies, informal sellers face little
pressure to immediately reflect tax/fee reductions in retail prices.

* Fragmented supply chains: Informal markets often rely on multiple intermediaries (wholesalers,
distributors), each taking a margin, which dilutes the benefit reaching the end user.

* Consumer base: Lower-income households buying in informal channels have less ability to shop
around, so retailers have less incentive to pass along savings.

* Limited brand variety: Informal outlets typically stock only a few brands, limiting competition and
pressure to offer more competitive prices.

Aligning on Terminology

Formal markets: Supermarket and pharmacy chains and larger shops are likely to operate “above board”
and fully participate in regulatory systems. They are more likely to serve concentrated, urban populations,
have vertical supply chains, or purchase products from formal distributors.

Informal markets: Small shops, dukas, kiosks, and sidewalk vendors are often characterized by fragmented
and inefficient supply chains (consider sub and sub-sub wholesalers) and limited competition. Rural and
low-income menstruators are more likely to access MH products through the informal markets than urban,
higher-income populations.

Market Concentration and Its Impact on Pass-Through

The model also factors in market concentration, or how competitive MH products are in the country, to
estimate pass-through. When there is less competition, the literature suggests importers, manufacturers,
distributors, and retailers are more likely to hold on to at least some savings from VAT policy shifts as
excess profit or support other functions like marketing or distribution.

14



To operationalize this framework and support cross-country comparability, the MH Product Policy Simulation
and Equity Tool is designed to systematically capture data across the core pillars of demand, supply, cost
structure, and fiscal policy, enabling a robust analysis of upstream cost drivers and price formation. By aligning
key indicators with each step of the analysis, the tool ensures that data collection is targeted, replicable, and
responsive to gaps identified through the literature review and Klls.

MGH initiated Kenya as the prototype country to build a model assessing the impact of different costs on
MH products. While Kenya has repealed many taxes impacting the sale of MH products, it presents an
important counterfactual to outline (retroactively, where possible, and in comparison to other countries)
the impact those taxes had on MH products, as well as help explain why (if true) prices did not decrease as
expected. It will also be an important opportunity to benchmark the price of MH products to menstruators
in Kenya in comparison to other countries. The model was then deployed in India to further validate findings
and adjust for a different context.

India provided a contrasting context to Kenya, with a large, domestically driven manufacturing base for
MH products and established export capacity. This enables analysis of how tax policy, particularly Goods
and Services Tax (GST) structure and input tax credit recovery, affects locally produced goods, cost
structures, and pricing dynamics differently than in import-reliant markets. India was selected to test the
model in a setting with more developed supply chains, greater production scale, and a different tax
regime, allowing comparison of how fiscal reforms influence prices and pass-through across distinct
market structures.

15



The MH Product Policy Simulation and Equity Tool is structured as a series of linked worksheets that guide the user from core inputs through cost
modeling to policy simulation and equity analysis. Each worksheet serves a distinct function within the workflow, from defining assumptions and
constructing baseline cost stacks to testing fiscal reform scenarios and assessing price, affordability, and distributional impacts. The table below
summarizes the role of each worksheet and how it is used within the model.

Table 2: Overview of the MH Product Policy Simulation and Equity Tool

MH Product Policy Simulation and Equity Tool

WORKSHEET SUMMARY
WORKSHEET
1. OVERVIEW

2. GLOSSARY

3. INPUT ASSUMPTIONS

4. INPUTS-TAXES and FEES

5. COST STACK_IMPORTED

6. COST STACK_LOCAL

7. SCENARIOS

8. RESULTS _PASS-THROUGH

9. RESULTS_EQUITY MEASURES

ADDITIONAL INPUTS

PURPOSE

Provides a high-level introduction to the model,
including defining scope, objectives, and key
assumptions.

Provides a high-level summary of terms, including
their meaning/components, and how to interpret
them

Collects core data inputs (population, demand,
fiscal parameters, cost stack assumptions).

Collects core data inputs around taxes and fees

Builds baseline cost stack for imported finished
products.

Builds baseline cost stack for locally manufactured
products.

Tests policy reform options (VAT exemption, zero-
rating, duty shifts).

Estimates price impacts after policy changes and
applies pass-through assumptions across market
segments.

Calculates affordability and equity outcomes,
including RIP, BCR, and distributional effects.
Stores supporting parameters, validation lists, and
helper inputs used across the model.

HOW IT IS USED

Read first to understand what the model does, how imported
vs. local goods are treated, and what data is required.

Read first to understand the various terms being used in the
model, and how to interpret results against them

Enter/update key inputs here. All downstream calculations
link back to these values.

Enter/update key inputs here. All downstream calculations
link back to these values.

Review how taxes, tariffs, and margins accumulate to form
final retail prices for imports.

Review how input VAT, levies, and remission policies affect
local manufacturing costs.

Use dropdowns/toggles to simulate reform scenarios and
compare against baseline.

Adjust pass-through assumptions and review retail price
changes.

Review affordability impacts across low-income vs. higher-
income households.
Only edit when updating model parameters or validation lists.

16



Inputs of the MH Product Policy Simulation and Equity Tool

Key assumptions, data, and sources are input into the model under the Input Assumptions tab, and
calculations flow from there. These are the components that model users need to collect or estimate
and add into the model.

The tool is populated through a structured set of inputs that capture demographic, economic, market, and
cost conditions, alongside key assumptions that drive affordability and policy analysis.

Demographic and economic inputs include the total menstruating population (typically ages 15-49) and
estimated monthly income by wealth quintile. These inputs form the basis for segmenting the population and
calculating affordability (RIP). An exchange rate is also applied to normalize costs where needed.

Market inputs capture the overall size and structure of the MH market. This includes estimated market
value, product mix (imported vs. locally manufactured), and channel reliance (share of purchases through
formal vs. informal markets). Where available, estimates of purchasing behavior by income segment are
incorporated to reflect differences in access and buying patterns across quintiles.

Price and cost inputs underpin the cost stack. Users input landed import costs (Cost, Insurance, and
Freight, or CIF) or cost of goods sold (COGS) for local manufacturing, along with indicative mark-ups across
the value chain (importer, distributor, wholesaler, retailer). Taxes, tariffs, and regulatory costs, including VAT,
import duties, and para-tariffs, are also entered. These inputs are used by the model to construct baseline
retail prices.

Affordability and policy assumptions guide scenario analysis rather than being directly observed. These
include assumptions about monthly product need (units per menstruator), pass-through rates by channel
(formal vs. informal), and market structure (e.g., Herfindahl-Hirschman Index [HHI] or proxy indicators). The
tool also applies an affordability threshold to interpret RIP results.

Using these inputs, the tool automatically calculates retail prices (ex-VAT and final), applies policy scenarios
(e.g., VAT changes, duty removal), and estimates resulting price changes, pass-through effects, and
affordability outcomes across income quintiles.

Important Sources of Data for Inputs Required:

*  Kils

* Demographic and income data: Informal Sectors Skills and Occupations Survey (ISSO),
Demographic and Health Survey (DHS), Performance Monitoring for Action (PMA), Integrated
Household Budget Survey (IHBS), National Bureau of Statistics (NBS) population projections,
World Bank (WB) data, etc.

* Market value and pricing: Euromonitor (if available), industry price lists, retail audits

* Behavior and consumption: UNFPA briefs, household expenditure surveys

* Channel structure: IHBS, urban/rural segmentation studies, retail distribution studies, Klls with
distributors and retailers

* Trade mark-up: Klls and market observations

* Behavior and consumption: UNFPA briefs, PMA, LEAP reports, household expenditure surveys

Guidance on Data Collection:

* Data scarcity is common in many markets in LMICs. Use judgment and cross-validation to
approximate missing values.
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* Usethe best data available, most recent, and locally relevant data whenever possible.

* If data gaps exist (and they will), triangulate information from multiple credible sources (e.g.,
DHS, Klls, and market reports).

* Do not let the perfect be the enemy of the good. The model is designed to work with reasonable
estimates. Where assumptions are made, state what they are and how they were estimated.

* Acknowledge limitations transparently and update values as better data become available.

Step 1: Understand Consumer Use, Equity, and Demand Elasticity

Understanding consumer experiences with MH products, including what they use, how much they use, how
much they pay, and what they can afford, is essential for designing equitable fiscal reforms. These patterns
influence how different groups are affected by changes in price and determine whether tax policy shifts will
genuinely improve access for underserved populations. A low-income menstruator living in a rural area served
by a kiosk in a neighboring village brings a different set of challenges than a wealthier menstruator accessing
MH products in an urban chain pharmacy.

This model draws on relevant indicators in the Demand Pillar from the Sanitation and Hygiene Fund (SHF)
MH-MMAT to help understand existing user-centered behaviors and factors that influence use. This new
framework provides structured guidance for understanding demand-side dynamics, including:

e Use of MH products (disposable vs. reusable)

e Differences in access and affordability by geography, income group, and demographic (e.g.,
adolescents, persons with disabilities)

e Consumer awareness of MH product options and price expectations

The framework also produces the RIP adapted from the work of Rossouw and Ross (2020), in An Economic
Assessment of Menstrual Health Product Tax Cuts. This index provides a standardized metric to support
benchmarking across countries and assess economic accessibility of MH products by estimating the share of
annual income required to meet monthly or annual product needs. The RIP incorporates product cost, usage
needs, and estimated income levels to estimate the share of annual income required to meet basic MH
product needs. It supports the identification of affordability gaps across segments and helps quantify the
benefits of tax reform for differentincome groups.

This model explores various degrees of relative affordability, with no globally recognized benchmark.
Affordability benchmarks from a GlZ/Dalberg report (2024) study show that women in Germany spend about
0.06% of annual income on MH products compared to 0.3% in Ghana, 0.6% in Egypt, 0.7% in Rwanda, and
1.2% in Ethiopia.?

For this work, we adopt a 0.5% (0,005) affordability benchmark as a pragmatic reference point to guide
equity discussions, recognizing that limited data, particularly on willingness-to-pay by income group,
prevents setting a more definitive threshold. The index enables:

e Cross-country comparison and benchmarking
e Segmented affordability analysis by income quintile, geography, or age group
e Scenario modeling under varying VAT, tariff, or subsidy conditions

These tools will help us understand user perspectives and support:

2 GIZ and Dalberg. Growth Potential of the Menstrual Hygiene Market in Invest for Jobs Countries. Eschborn: Deutsche
Gesellschaft fur Internationale Zusammenarbeit (GIZ) GmbH, 2024.
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e Segmentation analysis by income/wealth quintile, geography, and/or age group

o |dentification of affordability gaps across segments

e Scenario modeling of tax, VAT, or subsidy policy effects on access and equity

e Design of messaging and price transparency efforts to influence consumer expectations and pass-
through outcomes

Key sources of data: Data to understand use, affordability, and equity should draw on the DHS, PMA, World
Bank, country-specific statistics, market observations (to understand average product costs), and Klls.

Step 2: Characterize Market Structure and Dynamics and Map Supply Chain
Costs

Understanding market structure is critical for assessing the likelihood that tax and tariff reductions will be
passed through to consumers. In fragmented or highly concentrated markets with low competition, retailers
or dominant importers are more likely to retain tax benefits as increased profit margins. This can undermine
the equity and effectiveness of fiscal reforms aimed at improving affordability.

This model relies on a subset of MH-MMAT indicators complemented by other resources to guide an
understanding of market structure. This framework provides a set of indicators across five core pillars—
demand, supply, policy and regulation, business-enabling environment, and financial ecosystem—that
together offer a holistic view of MH market maturity. Data in LMICs is imperfect; we will prioritize targeted
indicators where data can be triangulated or estimated in an efficient and replicable manner to support
analysis across countries. Relevant indicators we will reference in this step include:

o Indicators from Pillar 1, MH Market Demand: Market size and growth, affordability of single-use and
reusable products (also captured in step 1), product use rates, and consumer knowledge levels. LEAP
is a great resource for this type of data.

e Indicators from Pillar 2, MH Market Supply: Competitive landscape (e.g., market share
concentration, number of suppliers), brand diversity, rural vs. urban availability (estimated), pricing
variation, distribution, and retail margins. The model can leverage an approach outlined in Rossouw
and Ross (2020), which uses the HHI to measure market concentration if reliable data on brands and
their market shares are available.

Why Market Concentration Index Matters

(adapted from Rossouw and Ross, 2020 and other literature)

. Pricing Power: When a few firms dominate the market (high HHI), they are more likely to retain tax savings as
profit margins rather than pass them on to consumers.

e  Predicting Pass-Through: High HHI scores suggest low pass-through likelihood, meaning fiscal policy reforms
may not result in lower prices at the retail level unless accompanied by more robust policy change.

e Targeting Complementary Measures: In concentrated markets, the model can help identify when price
regulation, public sector procurement, or subsidies might be needed to protect affordability.

e  Structure Diagnosis: HHI can help distinguish between policy design failures and market failures, ensuring
appropriate interventions are made.
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e Use the HHI to quantitatively estimate how competitive a market for MH products is'.

o The HHIl indicates whether a market is competitive (many firms with market share dispersed
over a broad array of brands) or concentrated (a few firms or brands dominate), providing a
proxy for competition within each channel. A lower score indicates a more competitive
market. Specific HHI values are mapped to pass-through ranges for both formal and
informal markets.

o Formal sector (e.g., supermarkets, pharmacies): Lower HHI values (meaning greater
competition) correspond to higher pass-through, tapering from an estimated pass-through of
90% in highly competitive markets to 50% in concentrated ones.

o Informalsector (e.g., kiosks, dukas): Markets are typically more concentrated and less price-
responsive, so pass-through rates decline more sharply, from roughly 70% in competitive
settings to 30% in highly concentrated markets.

Table 3: how market concentration translates to estimates of pass-through.

<0.15(1,500) Competitive = 90% = 50%
0.15-0.25 (1,500-2,500) Moderately Concentrated =70% = 40%
>0.25 (2,500+) Highly Concentrated = 50% = 30%

If reliable brand-specific data is not available, it is possible to estimate the market share of the three largest
brands to understand the competitive landscape. Either way, this indicator helps assess how competitive or
monopolistic a market is based on the market shares of all firms within it. This will help us evaluate in a
consistent way whether MH markets are concentrated or fragmented and how that affects the likelihood of tax
pass-through.

Finally, estimated retail informality should also be factored in, estimating the share of MH product sales
through informal or unregistered vendors that are less likely to formally and fully participate in the regulatory
and tax system. This may include smaller unlicensed retail outlets that are not captured in formal trade data.
Use a combination of Klls (e.g., with distributors and community health workers), retail observation, and
national consumer expenditure surveys (e.g., Kenya Integrated Household Budget Survey) to approximate
informal market share. Where survey data are unavailable, triangulation through qualitative insights and
secondary studies can support contextual estimates.

Cost Stack

The cost stack illustrates how prices for MH products are built up across the value chain, from landed import
cost through importer, distributor, wholesaler, and retailer mark-ups, and finally VAT. At each stage, margins
and regulatory costs compound, meaning that even small taxes or fees can be amplified by distribution mark-
ups before reaching consumers. Understanding the cost stack is essential for assessing how fiscal reforms
translate into retail prices, where costs may be absorbed or get “stuck,” and why price reductions do not
always pass through fully to end users, particularly in fragmented and informal markets.
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How Costs Build through the Value Chain

Concepts

Costs accumulate and are amplified at each stage of the

value chain delivering products to customers. Importers
Simpler cost structure

These include:
Raw materials and production costs (domestic manufacturers)

Transport, distribution, and marketing costs Domestic manufacturers
Profit margins More inputs and more
Taxes, levies, fees, and regulatory costs. exposure to costs

Costs accumulate in a ‘cost stack’ as MH products move
through the market to customers.

Raw Material Importers &

Suppliers Manufacturers Distributors Retailers Customers

The table below illustrates how costs can build through the value chain for MH products. Costs are an
illustrative example for a package of eight pieces.

Table 4: Outline of initial cost stack

Cost Stack: Value Chain, Mark-Ups, and VAT

Stage Rate Low Cost

Landed Cost (pack of 8) 29.15
Importer Mark-up 10.0% 2.92
Price After Importer (ex-VAT*) 32.07
Distributor Mark-Up 12% 3.85
Price After Distributor (ex-VAT) 35.91
Wholesaler Mark-Up 5% 1.80

Price After Wholesaler (ex-VAT) 37.71
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Retailer Mark-Up 40% 15.08

Price Before VAT at Retail 52.79
VAT at Retail 8.45
Final Retail Price (Baseline) 61.24

*Ex-VAT refers to the price excluding VAT. It represents the underlying cost of the product at each stage of the
value chain (including mark-ups) before VAT is applied at the final point of sale. Ex-VAT prices are shown to
isolate underlying costs and margins, enabling clearer analysis of how tax changes translate into final
consumer prices.

Cost of Goods Sold

Capturing COGS for MH products can be challenging, especially in LMIC settings where data transparency is
limited. Below are practical ideas and strategies we will leverage to systematically capture COGS across
different MH product types (disposables, reusables, cups) and market actors (importers, local
manufacturers): We will also aim to break down COGS by major product category into standard components.

Table 5: Defining COGS by product type

Category

Raw Materials

Packaging

Labor

Manufacturing
Overheads

Disposable Pads/Tampons

Super absorbent polymer (SAP)
Cellulose pulp

Non-woven fabric

Adhesive

Leak-proof backsheet

Wings

Tampon applicators

Individual paper/plastic wrapping
Retail bulk packaging

Assembly line
Quality control and inspection
Packaging and labeling

Factory electricity, water, and rent
Depreciation of machinery
Maintenance and cleaning costs

Reusable Pads/Menstrual Cups

Cotton

Polyurethane laminate (PUL)
Microfiber

Silicone

Thread

Elastic

Snaps

Reusable bags

Instructional inserts

Retail cardboard boxes, cartons, and
shipping pallets (if imported)

Sewing, cutting, and assembly
Molding for cups (if not automated)
Quality control and packaging

Factory electricity, water, and rent
Depreciation of machinery
Maintenance and cleaning costs
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Taxes and
Duties

Other Fees

Capital
Investments

Key sources of data:

e Import duties on raw materials
e VAT on finished products

e Freight and insurance (for imports)

e Regulatory certification (e.g., Kenya
Bureo of Standards, International
Organization for Standardization
(ISO)

e Compliance with labeling and safety
standards

e Machinery (e.g., machines for
cutting, folding, assembly, and
packaging of pads, tampon
applicator machines, etc.)

e Warehousing and storage

Import duties on raw materials
VAT on finished products

Freight and insurance (for imports)
Regulatory certification (e.g., KEBS,
ISO)

Testing for biocompatibility (cups) and
durability (pads)/compliance with
labeling and safety standards

Machinery (sewing machines, cutting
tables, molds for cups, autoclaves for
sterilization, drying racks for fabrics
Warehousing and storage

Given limitations in comprehensive and up-to-date market datasets, this analysis will

rely on triangulating information from multiple sources. These include:

e Klls with manufacturers, importers, wholesalers, distributors, and retailers

e Field visits to formal and informal markets to observe retail presence, diversity of brands, and pricing
behavior

e Engagement with trade associations, market intermediaries, and community health workers for
contextual insights

e Available market research reports and distributor sales data (where accessible)

e National surveys such as the Household Budget Survey or FinAccess

e Where market data is not freely available (e.g., Euromonitor), triangulated insights from key
informants and trade engagement

Step 3: Map Tax and Customs Cost Drivers

This step identifies fiscal and regulatory cost components across the MH product value chain that directly
influence affordability. Assess the full tax burden and cost accumulation associated with MH products,
considering both imported and locally manufactured goods. Specific areas of analysis include:

e VAT on finished MH products, including standard or preferential rates and whether they apply
differently by product type (e.g., disposable pads vs. reusable cups)

e Import duties and excise taxes, with particular attention to variation by classification, country of
origin, or regional trade blocs

e Para-tariffs and associated fees that accumulate during customs clearance, including:

Import declaration fees (IDF) (e.g., IDF at 2.25% in Kenya)

o

o O O O

Pre-shipment inspection costs

Port handling charges and warehousing costs

National standards body (e.g., KEBS in Kenya) certification or labeling requirements

Environmental levies, especially on plastics

e Taxes onraw materials and inputs (e.g., cotton, SAP, adhesives) for locally manufactured products,
which can offset any tax savings at the finished product level
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The model can differentiate these elements by MH product type and origin (imported vs. local) and show
how each contributes to final retail prices. Where tax systems are complex or inconsistently enforced, this
step will help identify where reforms are most needed.

Important to note: For local manufacturers, standard-rated or zero-rated VAT is better than exempt (although
the impact on consumers varies).

- Standard-rated: Local manufacturers can reclaim input VAT and offset it against output VAT, so no VAT gets
stuck in COGS. Cash flow is usually easier with less waiting on refunds. The consumer still pays VAT and
does not benefit.

-  Zero-rated: Manufacturers can reclaim input VAT and do not charge VAT to customers. This is best
economically—for local manufacturers and typically for consumers—but the only caveat is refund timing,
which can create challenges with working capital for manufacturers.

-  Exempt: Manufacturers cannot reclaim input VAT, so it gets stuck in COGS and must be pushed through
margins or absorbed. This is the worst outcome for local producers and consumers, who end up paying
some of those costs.

For the consumer: Zero-rating is best (no VAT at the till, no VAT hidden in the price). Exempt is better than standard-
rated on the shelf, because “VAT at the till (16% for Kenya)” for standard VAT is often bigger than the embedded VAT
that leaks into exempt prices. However, VAT-exempt penalizes local manufacturers.

Table 5: Illustrative outline of VAT and regulatory costs (example — to be completed with country data)

CATEGORY OF REGULATORY COST  PARAMETER VALUE SOURCE AND ASSUMPTIONS
Note - Menstrual cups and panty liners have a relatively small share of market and as
FINISHED GOODS such they are not calculated in this model
VAT IVAT Rate (standard) | 16.0% VAT rate to finished product price
VAT Treatment (pick) Standard Options: STANDARD / ZERO -RATED / EXEMPT
Import & Customs Import Duty on Finished Pads 0.00% Duty rate on HS 9619 (edit if applicable)
Import Declaration Fee (IDF)/CIF 2.50%
Railway Development Levy (RDL)/CIF 2.00% Recently increased to 2% from 1.5%
Para-tarrifs Maritime Shipping Levy (MSL)/CIF 150%
Environmental/Packaging Levy per Pack (KES) 0.00%
KEBS PreExport Verification of Confarmity (PVoC) 0.60% Calculated on FOB: minimum of $265 and a maximum of $2,700 per consignment
Destination Inspection (DI) 0.60% Not used in caclulations. Calculated on CIF at port of entry
Certification Costs Import Standardization Mark (ISM)/sticker s 0.0035

Key sources of data:

e National customs schedules and tariff databases if available

e Publicly available documentation from relevant tax authority (i.e., in Kenya, the Kenya Revenue
Authority (KRA), Kenya TradeNet, and Ministry of Trade

e Interviews with importers, manufacturers, clearing agents, and customs brokers

e Analysis of sample invoices or landed cost estimates where available

Beyond VAT, a range of fees, taxes, and regulatory charges add to the cost of MH products in Kenya. The chart

below highlights the major cost components and how they are calculated; other smaller or less consistent fees
were identified but are not included in the model.
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Table 6: The range of taxes and tariffs impacting MH products

Fiscal and
Trade Taxes

Regulatory
and
Compliance
Fees

Operational
and Handling
Costs

Value
Added Tax
(VAT)

Import Duty

Para-
Tariffs/Trad
e Levies

Excise
Taxes

Certificatio
n and
Inspection

Labeling
and
Packaging

Exemption
and
Remission
Schemes

Port and
Transport
Handling

Demurrage
and
Clearance

Applied at point of sale

Charged on imported goods

Railway Development Levy (RDL),
Import Declaration Fee (IDF),
Maritime Shipping Levy (MSL)

On select or goods misclassified as
luxury (e.g., scented pads,
menstrual cups)

PVoC (Pre-export verification),
Destination Inspection,
Standardization Mark (ISM)

Packaging, labeling, and language
compliance - KEBS standards

VAT exemption on pads/tampons

Port handling, unloading, local
transport

Daily demurrage; customs
clearance delays

Applied to inputs and domestic sales (may be exempt
by law but often charged)

Applied to imported raw materials, components, and
packaging
Same levies on imported inputs; may include county

transit levies

On specific inputs (adhesives, liners, fragrances)

Factory inspection, Standards Levy, certification
renewal

Domestic labeling and packaging approval

Duty/VAT remission for approved manufacturers

Port handling for inputs, domestic freight to plant

Same for raw materials
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Correct classification of MH products is a prerequisite for
equitable and consistent tax treatment. We will:

Examine HS code classifications at both the global
level (HS framework) and country level (national tariff
schedules) and assess implications for MH
products;

Identify inconsistencies in how MH products are
classified across countries and product types and
how this affects tax treatment;

Identify issues with misclassification in practice by
customs agents or importers at country level;
Differentiate between VAT exemption and zero-rating
regimes and their interaction with classification; and
Analyze implications of input VAT credit loss under

exemption regimes.

Proper HS coding can be particularly challenging for
reusables and more so for those that come in partially
manufactured. For example, reusable period underwear can
be misclassified as a textile, and cups can be misclassified as

a luxury products.

Note: It is also important to understand and verify how policy

Step 4: Evaluate Classification and Policy Treatment

Harmonized System (HS)

The HS is a standardized global classification
system used to identify traded products. At the
global level, HS codes provide a common structure
(typically up to 6 digits), but countries apply their
own extensions (often 8-10 digits) to define specific
tariff rates, exemptions, and regulatory treatment.
Challenges arise at both levels:

e Global level: MH products, particularly newer or
reusable products (e.g., menstrual cups, period
underwear), may not fit neatly into existing HS
categories, leading to fragmented or ambiguous
classification.

e Country level: Governments interpret and apply
HS codes differently, resulting in variation in
duties, VAT treatment, and eligibility for
exemptions. In practice, inconsistent application
by customs officials or importers can further
lead to misclassification, delays, or additional
costs.

For example, disposable pads are typically
classified under HS 9619, while menstrual cups may
fall under broader plastics categories (e.g., 392690),
leading to different tax treatment across countries
and product types.

is implemented in practice. Analysis in Kenya found that while MH products were in policy zero-rated, in
practice, due to a number of factors, the application of policy is inconsistent across players. See the Kenya

case study to learn more.

This step ensures we account for policy design flaws that may undermine reform objectives and helps estimate

the true fiscal burden retained along the supply chain.

HS Code Challenges for MH Products:

1. Fragmented classification. Different MH products fall under multiple HS codes, creating
inconsistency. This is particularly true for newer or innovative products (e.g., reusables).
2. Limited capacity. Small or new manufacturers struggle to navigate complex HS classifications and

procedures.

3. Customs discretion. Inconsistent interpretation at ports often leads to misclassification and duty

disputes.

4. Innovation gap. New products like menstrual cups and period underwear lack defined codes,

attracting full duty.
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Table 7: Examples of HS codes in Kenya and their impact on taxes

Product/Material HS Code CET Duty VAT/Excise Notes
Rate Status
Single-Use Pads 9619.00.10 0% VAT exempt, zero-  Covered under exemption
rated

Liners/Period 9619.00.90 25% Taxable Excluded from policy

Underwear/Cups wording

Non-woven Fabric 5603.00 25% Taxable Used for top and back
sheet

Wadding (Absorbent 5601.22.00 25% Taxable Used as absorbent layer

Cotton)

Fluff Pulp 4703.00 0% VAT exempt Common absorbent core
input

Super Absorbent Polymer ~ 3906.90.00 10-25% Taxable Imported polymer

(SAP) granules

Plastic Backsheet 3920.10.00 25% Taxable Used for backing layer

(Polyethylene Film)

Step 5: Assess Regulatory and Administrative Capacity

This step focuses on institutional readiness to implement and enforce reform. This rapid (and somewhat
informal) assessment should focus on the following:

o Ability to enforce manufacturer recommended price and price transparency tools. The national and
county-level enforcement systems, including the relevant Bureau of Standards post-market
surveillance, consumer associations, if they exist and investigative media can be factored into
analysis.

e Availability of reliable pricing and customs data

e Mechanisms for monitoring compliance and tracking price effects

e Capacity of national tax authorities and trade bodies to implement reforms and collect feedback

e Anydifferences between stated policy and tax regimes and enforcement (stated policy different from
actual implementation)

Also, explore the potential for civil society engagement or citizen-led price reporting.
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Step 6: Build Out Scenario Model

Outputs of the Model

1.

Baseline cost stacks (for imported and local products): The model builds out current landed costs (for
imported products), including border levies and para-tariffs (such as Import Declaration Fees, the
Railway Development Levy, etc.), VAT, margins, and other relevant costs as a reference point. For locally
manufactured goods, it also isolates non-recoverable input VAT (“stuck VAT”’) under exemption.
Scenario testing: One-click toggles are used to test discrete VAT policy shifts: STANDARD > ZERO-
RATED, STANDARD ~» EXEMPT, and EXEMPT > ZERO-RATED, modeled separately for imported and locally
manufactured goods. Additional scenarios can adjust duties, levies, and other fees. Outputs show
before-and-after ex-VAT retail and final shelf prices by channel.

Pass-through outcomes (formal vs. informal sector): Applies channel-specific pass-through to
convert producer-side savings into realistic shelf impact; can be calibrated to market
concentration/competitiveness or other assumptions.

Table 6: lllustrative outline of formal vs. informal pass-through of single-use imported and locally
manufactured pads (example - to be completed with country data)

Type of Reform: Impor ingle use STANDARD 3 EXEMPT
Type of Reform: Local Manufactured single use: EXEMPT->ZERO-RATED

Reform Total PPass thru Estimated Estimated % of
Imported Single Use Disposables Channel Baseline Price (KES) reaching Reduction in reduction reaching Comments
Price (KES) reduction M
consumer Price to User user

Cost estimates of lower cost package of 8 in formal
Imported Pads - low cost Formal KES62.70  KES54.88 (KES 10.44) (KES 7.83) -12% 75% sector (assume higher pass -through)

Cost estimates of lower cost package of 8 in informal
Imported Pads - low cast Informal KES 62.70  KES 58.53 (KES 10.44) (KES 4.18) 7% 40% sector (assume higher pass -through)

Cost estimates of higher cost package of 8 in formal
Imported Pads - hgher cost Formal KES 131.61  KES115.18  (KES 21.91) (KES 16.43) 12% 75% sector (assume higher pass -through)

Cost estimates of higher cost package of 8 in informal
Imported Pads - higher cast Informal KES 131.61 KES 122.85 (KES 21.91) (KES 8.76) 7% 40% sector (assume higher pass -through)
Imported Products: Weighted price (factoring in formal and informal channels)
Weighted price (assume lower cost
products): Poor KES62.70  KESS6.34  (KES 10.44) (KES 6.37) -10% Weighted cost to poor weights price estimates in formal
Weighted price ( assume higher cost and informal sector, which is based on estimated pass-
products): non-Poor 3 KES 131.61 = KES 117.09 (KES 21.91) (KES 14.52) -11% thru of formal and informal sector.

. Pass thru Estimated Estimated % of
Locakly Ma;hm@::’: ingle Use Channel Baseline Price (KES) P:i:eh:z‘sl re:m reaching Rt.aducﬁan in | reduction reaching Comments
Price to User user

Cost estimates of locally manufactuered cost package of
Locally manufactured Pads Formal KES 60.46  KES55.93 (KES 6.04) (KES 4.53) -7% 75% 8 in formal sector (assume higher pass -through)

Cost estimates of lower cost package of 8 locally
Locally manufactured Pads Informal KES 60.46  KES 58.04 (KES 6.04) (KES 2.42) -4% 40% manufactuered (assume higher pass -through)
Locally manufactured Products: Weighted price (factoring in formal and informal channels)
Weighted price: poor KES 60.46 KES 57.20 (KES 6.04) (KES 3.26) 5% Weighted cost to poor weights price estimates in formal

and informal sector, which is based on estimated pass-
Weighted price: non-poor KES 60.46 = KES 56.46 (KES 6.04) (KES 4.00) 7% thru of formal and informal sector.

Equity metrics: Relative Income to Price (RIP) by income quintile, which compares estimated costs on
a monthly spend.
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Relative Income to Price (RIP)

RIP measures the share of monthly household income required to meet a basic monthly need for MH products. It
shows whether products are affordable relative to income. A higher RIP means less affordability.

FORMULA

RIP =

Monthly Need (units) x Unit Price

Monthly Household Income

Assumptions for MH products (single-use) — aligns with LEAP report:

- 8 units per month = 1 pack of 8 single-use products (minimal coverage)

- 14 units per month = <2 packs of 8 single-use products(standard benchmark)

- partial-use -2 estimated need (about 7 pads/cycle)

WHAT'S "AFFORDABLE"?

- We set an affordability threshold of 0.5% (0.005) of estimated income per capita (monthly basis) applied at the
household level for menstrual products. Other studies have estimated income through GDP per capita. For our
analysis, we believe breaking out by estimated income quintiles provides greater insight into affordability. Some studies
put affordability much higher at 2.5% of income. This matrix presents the proportion of estimated income to provide full
or partial use needs. Individuals can assess what is affordable within that range.

Unit Price: Estimated separately for formal channels (e.g., supermarkets, pharmacies) and informal channels (e.g.,

kiosks, small shops, open markets).

Table 8: lllustrative outline of RIP by income quintile (example — to be completed with country data)

Segment-imported Single channel RIP Basaline - low | RIP Reform - | RIP Baseline- RIP Reform - p:::;;lr::?ln;z
use cost low cost high cost high cost
pads needed)
Formal Channels
Income quintile 1 Formal 1.55% 1.30% 3.42% 2.87T% 0.65%
Income quintile 2 Formal 0.85% 0.71% 1.86% 1.56% 0.36%
Income quintile 3 Formal 0.58% 0.49% 1.28% 1.07% 0.24%
Income quintile 4 Formal 0.41% 0.34% 0.89% 0.75% 0.17%
Incomequintile s Formal 0.21% 0.18% 0.47% 0.39% 0.09%
Informal Channels
Incomequintile 1 Infarmal 1.55% 1.42% 3.42% 3.13% 0.71%
Income quintile 2 Informal 0.85% 0.77% 1.86% 1.70% 0.39%
Income quintile 3 Informal 0.58% 0.53% 1.28% 1.17% 0.27%
Income quintile 4 Informal 0.41% 0.37% 0.89% 0.82% 0.19%
Income quintile s Informal 0.21% 0.19% 0.47% 0.43% 0.10%
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RIP is calculated separately for each wealth quintile using estimated average household income for that
quintile (typically derived from the DHS or national survey spending data). Quintiles are ordered from Q1
(lowest-income) to Q5 (highest-income). Product prices are weighted by channel (formal vs. informal)
based on estimated purchasing patterns for each quintile, then divided by income to calculate affordability.

User inputs vs. model outputs: Users input estimated household income by quintile and channel
distribution (formal vs. informal) for each group. Retail prices by channel are generated by the model based
on cost stack and scenario assumptions. RIP values are then automatically calculated for each quintile.

5. Benefit-cost ratio (BCR) of VAT reform: Measures how VAT savings are distributed between lower-
income and higher-income groups, based on income quintiles, to assess whether reforms are pro-
equity.

For this analysis:

e Lower-income: Quintiles 1-3 (Q1-Q3)
e Higher-income: Quintiles 4-5 (Q4-Q5)

What BCR shows: When VAT rules change, government gives up VAT revenue. Some of that forgone revenue
lowers what lower-income households pay; some lowers what higher-income households pay. BCR
indicates how that benefit is distributed.

*  Benefit = VAT revenue not collected from lower-income households (Q1-Q3)

* Cost=VATrevenue not collected from higher-income households (Q4-Q5)

* Formula: BCR = (VAT savings to lower-income groups) + (VAT revenue forgone from higher-income
groups)

How to read it:

e >1.00~> strongly pro-lower-income: at least as much relief goes to Q1-Q3 as Q4-Q5
e =0.50 - basic equity bar: lower-income groups receive about half as much relief
e <0.50~> mostrelief goes to higher-income groups

Example (BCR = 0.63):

For every one unit of VAT revenue forgone on higher-income purchases (Q4-Q5), lower-income households
(Q1-Q3) receive 0.63 units of VAT relief.

As shares of total relief: Lower-income = 38.7%, Higher-income = 61.3%.
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Table 8: lllustrative outline of BCR of VAT reform (example — to be completed with country examples)

VAT Benefit-Cost Ratio (BCR) - Imported

0.51

VAT Benefit-Cost Ratio (BCR) - local
manufacturing

0.94

BCR compares the VAT savings captured by poor households (benefit) to the VAT revenue foregone on non-poor households (cost):
BCR = VAT savingsto POOR

VAT revenue foregone from NON-POOR
Interpretation (see below for greater detail): If BCR =0.66, for every $1 in VAT revenue not collected from the non-poor, $0.66 is not
collected from the poor (i.e., the poor capture 66% as much of the relief). Many studies treat 20.5 as a minimum equity benchmark.

User inputs vs. model outputs: Users do not enter BCR values directly. The model automatically calculates
BCR based on VAT savings estimated for each quintile, using user-input assumptions on income distribution,
consumption patterns, and channel mix.

6. Market dynamics: Results split by formal/informal channels, with editable channel shares (different for
low-income vs. higher-income) to reflect shopping patterns.
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This costing framework and detailed methodology for MH costs provide a systematic approach to
understanding the complex interplay of demand, supply, cost structure, and fiscal policy in MH markets. By
combining data collection, cost stack analysis, market structure assessment, and scenario modeling,
stakeholders can identify the key drivers of product affordability and predict the likely impact of tax and tariff
reforms on consumer pricing. Importantly, the framework emphasizes equity by explicitly considering
differences in income, geography, and product access, while also accounting for the practical realities of
regulatory capacity and informal market participation. We hope the insights generated can guide
policymakers, civil society, and industry actors in designing targeted interventions that improve access to safe,
affordable, and high-quality MH products, ultimately supporting the goal of equitable MH access for all.

Additional resources are available to support application of this framework and tool. These include the Excel-
based MH Product Policy Simulation and Equity Tool (for scenario analysis and price modeling), country case
studies (illustrating application in different market contexts), and the underlying literature review (providing
evidence on cost drivers, tax policy, and market dynamics). Together, these materials offer practical guidance
for adapting the approach to new countries and informing policy and advocacy efforts.

The Herfindahl-Hirschman Index measures the level of market concentration by summing the squared
market shares of all firms operating in a market.

Formula

N
HHI = Z s?
i=1

Where:

e s5;=market share of firm i, expressed as a percentage (e.g., 25 for 25%)
e N=total number of firms in the market

Example Calculation: Consider a market with four firms:

Firm Market Share

A 40%
B 30%
C 20%
D 10%

HHI calculation:

402 4+ 302 4 20% + 102
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= 1600 + 900 + 400 + 100
= 3000

Interpretation Guidelines

HHI Score Market Concentration Interpretation

<1,500 Low concentration Competitive market
1,500-2,500 Moderate concentration Some concentration, but still competitive

> 2,500 High concentration Limited competition; dominant firms may influence pricing
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