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Abstract: After years of unprecedented growth in development assistance for
health (DAH), the system is challenged on several fronts: by the economic
downturn and stagnation of DAH, by the epidemiological transition and increase
in non-communicable diseases, and by the economic transition and rise of the
middle-income countries. This raises questions about which countries should
receive DAH and how much, and, fundamentally, what criteria that promote fair
and effective allocation. Yet, no broad comparative assessment exists of the criteria
used today. We reviewed the allocation criteria stated by five multilateral and nine
bilateral funders of DAH. We found that several funders had only limited
information about concrete criteria publicly available. Moreover, many funders
not devoted to health lacked specific criteria for DAH or criteria directly related to
health, and no funder had criteria directly related to inequality. National income
per capita was emphasised by many funders, but the associated eligibility
thresholds varied considerably. These findings and the broad overview of criteria
can assist funders in critically examining and revising the criteria they use, and

inform the wider debate about what the optimal criteria are.
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Introduction

The past two decades have witnessed an unprecedented growth in development
assistance for health (DAH). Disbursements by bilateral, multilateral and other
donors increased from $7 billion in 1990 to $34 billion in 2010 (2015 $US) [Institute
for Health Metrics and Evaluation (IHME), 2016]. In the ‘golden age’ between 2000
and 2010, the annual growth rate was more than 11% in average, and DAH grew
almost three times faster than development assistance to non-health sectors (IHME,
2016). Now, however, the DAH system is challenged on several fronts. One challenge
is the economic downturn and stagnation of DAH, with only 1.2% in average annual
growth since 2010 (IHME, 2016). Another challenge is the epidemiological transition
and the triple burden of disease that many countries are facing today (Frenk et al.,
2011; Frenk and Moon, 2013). New challenges, and opportunities, for the DAH
system are also emerging with the economic transition and the rise of middle-income
countries (MICs). The MIC category now comprises 105 countries (fiscal year 2015),
70% of the world’s population, over 30% of the global gross domestic product
(GDP), over 75% of the world’s poor, and almost 70% of the disease burden in the
world (Sumner, 2012) (based on data from the World Bank and the IHME).

These transitions raise questions about which countries should receive DAH
and how much, and, fundamentally, which criteria promote fair and effective
allocation of DAH across countries. The weight of this question is now being
increasingly appreciated, as indicated by the recent Equitable Access Initiative
(EAI, 2015). This initiative was led by the Global Fund to Fight AIDS, Tuberculosis
and Malaria (GF) and eight co-conveners, with the aim of developing a new
framework to classify countries and guide global health investments. The initiative
recommended the use of a multi-criterion framework that takes into account
income levels and health needs, in addition to domestic capacity and policies, where
relevant (EAI, 2016).

In the search for the best allocation policy, an understanding of the criteria used
by major funders of development assistance can provide a valuable basis. A good
understanding of these criteria is also relevant for the many new global financing
mechanisms that have been proposed (Ooms et al., 2006; CEWG, 2012; Moon
and Omole, 2013; Gostin, 2014; OWG, 2014). Over the recent years, we have
started to get better grip on the range of allocation criteria currently used for DAH
(Salvado and Walz, 2013; Burgett et al., 2016), but we still lack an in-depth broad
comparative review focussing on these criteria.'

The objective of this paper is to provide a broad comparative overview of the
allocation criteria stated by major funders of DAH. We reviewed the policy
documents made readily available to the public, and we communicated directly
with the funders on points in need of clarification. In this article, we first categorise
allocation criteria for development assistance, next examine the criteria stated by

1 This article is based on a 2014 working paper for the Chatham House Centre on Global Health
Security (Ottersen et al., 2014).
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bilateral and multilateral funders, and finally consider similarities and differences
among the criteria.

Allocation criteria and analytical framework

Allocation criteria, of the kind addressed here, guide the allocation of DAH across
countries. Every funder of DAH employs some allocation criteria, but these are
not necessarily explicit. Under a broad understanding of ‘allocation criteria’, these
include criteria for deciding what countries are eligible for assistance, criteria for
determining how much assistance each country will be offered, and criteria for
setting the levels of co-financing required of recipients (Fan et al., 2014). Particular
attention is often paid to eligibility criteria as these typically apply early in the
allocation process, are binary (i.e. countries are eligible or not), and are linked to a
necessary condition for receiving funding.

Explicit criteria have a number of advantages (Daniels and Sabin, 2008).
Compared with implicit ones, explicit criteria tend to better facilitate transparency,
accountability and public deliberation. These effects are valuable in themselves, but
they are also likely to promote the development of better criteria. Moreover, explicit
and especially quantitative criteria may improve the consistency of funding
decisions, increase predictability and support the coordination of DAH allocations
and contributions. Several of these benefits may materialise even when funders set
up criteria ad hoc to fit certain decisions they would like to make in the future.
At the same time, the criteria stated by the funders may only partly guide actual
decisions. Especially for bilateral donors, a range of other, often political and
trade-related considerations are likely to influence the final outcomes of the
allocation process (Berthelemy, 2006; Vazquez, 2015).

When identifying, examining and comparing criteria, it is useful to have a
framework for analysis. Most criteria used by the major providers of DAH can be
seen as members of one of two categories: need criteria and effectiveness criteria.

Need criteria can overlap significantly with what are called ‘equity criteria’
(Guillaumont, 2008).

Need criteria

Need criteria dictate that aid is to be allocated to countries with the greater need.
Most often, need is understood to decrease with the current or projected level of
development or some other outcome of interest (Anderson, 2008; Leo, 2010; Basu
et al., 2014). Candidate indicators are, for example, gross national income per
capita (GNIpc), the Human Development Index (HDI), life expectancy at birth,
under-five mortality rate (USMR) and burden of disease.

Need for assistance can also be understood in terms of the country’s capacity
to address domestic challenges and further develop without aid — the lower that
capacity, the greater the need (Knack ez al., 2012; Resch ez al., 2015). So understood,
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‘capacity need’ can be distinguished from ‘development need’ of the kind described
above. GNIpc is a commonly used indicator for economic capacity, either directly or
through the World Bank income classification of countries. For the fiscal year 2015,
countries with GNIpc <$1045 in 2013 are classified as low-income countries (LICs);
countries with GNIpc $1046-4125 and $4126-12,745 as lower- and upper-middle
income countries (LMICs and UMICs), respectively; and countries with GNIpc
>$12,746 as high-income countries (HICs) (World Bank, 2016a).

Effectiveness criteria

According to effectiveness criteria, aid is to be allocated to where it will be more
effective. Effectiveness can be defined as increasing with the health gain, such as a
reduction in USMR, or some other desired outcome from the intervention in question
(Pietschmann, 2013; Cagé, 2015). If one consider the effectiveness of a given amount
DAH, effectiveness overlaps with common understandings of cost-effectiveness and
efficiency. ‘Effectiveness’ can also overlap with ‘expected impact’, ‘performance’ and
‘absorptive capacity’ in several different ways, depending on the terminology used.

Need criteria are often complemented with effectiveness criteria because
assistance to those most in need is not necessarily the most effective use of
resources and is sometimes very ineffective. This may be the case, for example,
with so-called failed states (McGillivray, 2011). Conversely, effectiveness criteria
is usually insufficient alone because most people not only care about the sum total
of benefits, but also how badly off those who receive the benefits are.

Specific effectiveness criteria rarely refer directly to a comprehensive metric of
development, partly because the information needed is not directly available. Instead,
effectiveness criteria typically refer to an indicator of expected effectiveness which may
pertain to demonstrated improvements in the past or to a country characteristic per-
ceived to correlate with the effectiveness of aid (Pietschmann, 2013; Cagé, 2015). The
former may include past reduction in USMR or past improvement in vaccine coverage,
and the latter may include high institutional quality and low level of corruption.

Cross-cutting criteria

Some criteria have little direct relation to the need and effectiveness categories or
substantially relate to both. Examples include criteria related to population size,
expected aid from other donors, and universality or equality in aid shares among
countries, as well as criteria emphasising the distinction between a country’s effort
and circumstances (Llavador and Roemer, 2001; Cogneau and Naudet, 2007).
There is also a distinction — particularly relevant to bilateral DAH - between
criteria primarily related to donor interest and criteria primarily related to
recipient need (Berthelemy, 2006).

Criteria that relate substantially to both need and effectiveness may relate to the
two in the same way or in opposing ways. Poor quality of policy and governance
may decrease the effectiveness of aid, but at the same time increase the need for aid
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due to lower domestic capacity for making progress without external assistance
(McGillivray, 2011). In contrast, criteria linked to economic structural vulnerability
may harbour no conflict between need and effectiveness. This is suggested by the claim
that vulnerability so defined increases need, but also represents a situation in which at
least some kinds of aid may be particularly effective (Guillaumont, 2008). Where the
two are perceived to go together, need is sometimes used as a proxy for effectiveness.
Finally, many allocation criteria involve some form of conditionality (Gibson ez al.,
2005; Koeberle et al., 2005; Temple, 2010). The intended purpose may primarily
pertain to the effectiveness of aid, as is likely the case with many co-financing
requirements. But conditionality may also be motivated by the wish to target DAH
towards the most needy subpopulations or for other, more political reasons.

Criteria stated by multilateral funders

Alongside the World Health Organisation (WHO), the top four multilateral funders of
DAH are the GF; Gavi, the Vaccine Alliance (Gavi); the International Development
Association (IDA); and the United Nations Children’s Fund (UNICEF). In 2015, these
channelled DAH amounting to 3.3, 1.6, 1.3 and 1.2 billion $US, respectively (IHME,
2016). Table 1 summarises the criteria put forward by these four funders plus the
United Nations Development Programme (UNDP), which is known to have a very
explicit allocation formula.

Table 1. Allocation criteria explicitly emphasised by multilateral funders

Typical impact on
Metric allocation GF Gavi IDA UNICEF UNDP

Criteria primarily related to need
GNI per capita
Population size
Disease burden
USMR
Other sources of funding +
Sub-Saharan Africa
LDCs
Key and vulnerable populations
Criteria primarily related to effectiveness
Performance/impact
Efficiency/value for money + . .
Criteria primarily reflecting conditionality
Domestic co-financing + . .
Domestic spending on immunisation + .

+ o+ + o+ + o+
|

.

o

. B

o

o

+
.
.
.

GNI = gross national income; GF = The Global Fund to Fight AIDS, Tuberculosis and Malaria;
Gavi = Gavi, the Vaccine Alliance; IDA = The International Development Association; UNICEF = United
Nations Children’s Fund; UNDP = United Nations Development Programme; USMR = under-five mortality
rate; LDC = least developed countries.
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The WHO and Bill & Melinda Gates Foundation differ in nature from
the funders in Table 1 and were not examined. The European Commission is a
major funder, but falls short of the four big ones, with DAH in 2015 amounting to
0.4 billion $US, according to IHME estimates (IHME, 2016).

In both this and the subsequent section, emphasis is put on criteria related to initial
allocations. These may differ from criteria related to renewals, adjustments and
transition, although eligibility and transition criteria often are closely linked.
Moreover, emphasis is put on the main features of the allocation schemes and many
details, including most exceptions, are omitted. The aim was to describe, clarify and
compare, not to judge whether the content of the criteria is good or bad. When
comparing, it is important to note that the institutions are heterogeneous in their
nature and in the kinds of allocations they make. For example, while GF and
Gavi largely channel funds to disease-specific programmes implemented by others,
UNICEF and UNDP partly allocate funds across their own country offices, which
also act as implementers. The allocation criteria described are sought to reflect the
funders’ allocation policies as of June 2016.

The Global Fund to Fight AIDS, Tuberculosis and Malaria (GF)

GF is a public—private partnership concentrating on HIV/AIDS, tuberculosis and
malaria. For the period 2017-2019, allocations are based on criteria sets related
to eligibility, basic application requirements, technical merit and grant size.

The two primary eligibility criteria are GNIpc and disease burden (GF, 2016b). The
GNIpc criterion is based on the World Bank income classification and utilises countries’
average GNIpc over a three-year period. LICs and LMICs are eligible regardless of
burden. UMIC:s are eligible if the burden from the disease in question is ‘high’, ‘severe’
or ‘extreme’, while HICs are ineligible. For these eligibility criteria and for several other
parts of the allocation process, there are certain flexibilities for ‘challenging operating
environments’, that is, countries or regions characterised by weak governance, poor
access to health services, and manmade or natural crises (GF, 2016c¢).

For the application, there are requirements for focus and co-financing
(GF, 2016d). LMICs have to focus at least 50% of the funding on key and
vulnerable populations, ‘highest impact interventions’, or both. For UMICs,
the requirement is 100%. Co-financing requirements also vary with GNIpc and
disease burden, and these requirements can be seen as a form of conditionality.

A review panel assesses the application focus and the technical merits of
each application with the aim of ensuring that investments achieve the
highest impact (GF, 2013, 2016e). The technical criteria are concerned with
soundness of approach, feasibility, potential for sustainable outcomes and value
for money.

For determination of grant size, an allocation formula is applied (GF, 2016f).
The main criteria are again economic capacity or ability to pay (measured by
GNiIpc) and disease burden. After application of the formula, the Secretariat can
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make adjustments based on qualitative factors that may include major sources
of external financing, minimum funding levels, willingness to pay, past
programme performance and absorptive capacity, risk, increasing rates of new
infections in lower prevalence countries, and populations disproportionately
affected by HIV and tuberculosis, and in low-endemicity malaria settings. The
GF Board has also opened up for adjustments for each disease to account for
the needs of concentrated burdens in higher income settings (GF, 2016f). For
example, specific estimates for key populations of people living with HIV may
be used.

Apart from the funds distributed according to the allocation formula, significant
funds are set aside for catalytic investments in strategic priorities, including for key
and vulnerable populations, women and girls, human rights, multi-country
approaches and strategic initiatives (GF, 2016f).

Gavi, The Vaccine Alliance (Gavi)

Gavi is a public—private partnership whose primary objective is to improve
immunisation coverage in developing countries. Gavi’s allocation process has three
central stages (Gavi, 2015b): determination of eligibility to apply, assessment of
applications and ranking of the recommended applications if Gavi funds are
insufficient.

To be eligible, countries must have GNlIpc equal to or below $1580 in average
over the past three years (Gavi, 2015¢, 2016a). For new vaccine support and most
vaccines, an additional eligibility criterion is that coverage for the third dose of the
pentavalent vaccine against diphtheria, tetanus, pertussis, hepatitis B and Hae-
mopbhilius influenzae type B (Penta3) is equal to or above 70%. In addition, a co-
financing requirement that depends on GNIpc applies to most vaccines.

A wide range of specific criteria is applied in the assessment of applications, and
among these criteria is burden of disease (Gavi, 2015a). Available resources may
be insufficient to fund all applications recommended by the application review
committee. For such situations, Gavi has a specific prioritisation mechanism
(Gavi, 2013, 2016Db). This has not been frequently used because funding has been
sufficient relative to applications, but it illustrates an explicit way of balancing
concerns. The mechanism ranks applications according to an index motivated by
the following four objectives and calculated from a corresponding set of four
criteria:

o Maximise health impact: ratio of future deaths averted to total population from the
first five years of vaccination;

¢ Maximise value for money: cost per future death averted;

« Reinforce financial sustainability: number of years for which a country has not
fulfilled its co-financing commitment, and percentage of spending on vaccines used
in routine immunisation financed with government funds;

« Support countries with the greatest need: GNlIpc.
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These criteria are weighted 30, 30, 25 and 15%, respectively. The prioritisation
mechanism includes also a fifth criterion, which operates as a constraint: when
resources are scarce, a maximum of one application per country is funded per
round. This is seen as a way to promote an equitable distribution across countries.

International Development Association (IDA)

IDA is the World Bank’s main lending and grant mechanism for the poorest
countries, and improving health is central to the bank’s mission. The allocation
process is very explicit and has two basic components: determination of eligibility
and a performance-based allocation system (IDA, 2013; World Bank, 2016b).

To access IDA resources, a country must have a GNIpc below an annually
updated threshold, which is $1215 for the fiscal year 2016. In addition, the
country must lack creditworthiness to borrow on market terms.

For the allocation across eligible countries, IDA employs what it calls a
performance-based allocation (PBA) system. Central to this system is the PBA
formula, which has three arguments: the IDA’s Country Performance Rating
(CPR), population size, and GNIpc. As the name of the formula suggests, country
performance is intended to be the main determinant of allocations, and the CPR is
supposed to capture determinants of aid effectiveness. For example, the formula
assigns less aid to countries with institutions of low quality as aid is expected to be
less effective in these settings. The CPR is based on the Country Policy and Insti-
tutional Assessment (CPIA) rating and the Portfolio Performance Rating (PPR).
The CPIA consists of 16 criteria grouped into four clusters: (a) economic man-
agement; (b) structural policies; (c) policies for social inclusion and equity; and
(d) public sector management and institutions. The PPR is supposed to reflect the
health of the IDA projects portfolio and decreases with the percentage of problem
projects in the country. Both CPIA and PPR ratings are done by World Bank staff.
The CPR is calculated as follows:

CPR =(0.24 CPIAs_¢ +0.68CPIAp + 0.08PPR)
where CPIA5_c is the average ratings of CPIA clusters A to C, and CPIAp, is the
rating of CPIA cluster D.

The CPR calculated is then used in a formula according to which country allo-
cation increases with CPR and population size and decreases with GNIpc as follows:

IDA country allocation = f(CPR*, population, GNIpc 1)

United Nations Children’s Fund (UNICEF)

UNICEF is the UN organisation concentrating on the world’s children, and
improving their health is a core objective. UNICEF’s system for the allocation of
its regular resources for programs consists of an eligibility criterion, three core
criteria and two distributional targets (UNICEF, 1997, 2012, 2016). Eligible
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countries are those that have not achieved high-income status, according to World
Bank data and definitions. Beyond a minimum amount, allocations are based on
three core criteria: USMR, child population and GNIpc. More specifically, the
allocation to a country tends to increase with USMR and child population
and decrease with GNIpc. Constraining the three criteria are two distributional
targets, according to which at least 60 and 50% of the regular resources are to be
allocated to least-developed countries (LDCs) and countries in sub-Saharan
Africa, respectively.

United Nations Development Programme (UNDP)

UNDP is the UN’s global development network, and health is central to its
agenda. The annual level of regular programme resources (TRAC-1) available for
an individual country is determined by eligibility criteria, an allocation formula
and distributional targets.

Previously, GNIpc had to be at or below $5500 for a country to be eligible
(UNDP, 2012b). For 2014 and onwards, UNDP has adopted the World Bank
high-income threshold to determine eligibility (UNDP, 2012a, 2013b).

Beyond a minimum amount, allocations are based on a formula that is basically
the product of two weights related to GNIpc and population size, respectively
(UNDP, 2011, 2012a). In the previous period, the GNIpc weight decreased with
GNiIpc at a decreasing rate from 9.31 at GNIpc of $0 to 0.250 at GNIpc of $1464
and then remained constant. The population weight increased with population
size at a decreasing rate from 0.050 at 0 million to 6.450 at 1 billion and then
remained constant. For the period 2014-2017, the weighting functions have been
modified (UNDP, 2012a, 2013b), but the details are not yet publicly available. In
any case, overall allocations must comply with the same distributive targets as
before: LICs are supposed to receive between 85 and 91% of total resources,
MICs between 9 and 15%, and the cross-cutting category of LDCs at least 60%
(UNDP, 2012a).

Criteria stated by bilateral funders

Of the $36.4 billion of DAH provided in 2015, 33% ($12 billion) was disbursed
by bilateral agencies (IHME, 2016). The criteria stated by nine major agencies of
this kind are summarised in Table 2. These were selected based on the extent
to which they represented countries providing large amounts of DAH - in
absolute terms, per capita terms or both — and the extent to which a minimum of
information about their criteria was readily available. At the same time, many
bilateral funders channel a significant part of their assistance through multilateral
institutions, and these funds will then be allocated according to the criteria used by
that institution.
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Table 2. Allocation criteria explicitly emphasised by bilateral funders

Typical impact on

Metric allocation USAID PEPFAR MCC DFID BMZ GAC DFAT Norad LuxDev
Criteria primarily related to recipient need
GNI per capita® - . . . .
HDI - .
Disease burden + . . . .
Need (unspecified) + . . . .
Criteria primarily related to effectiveness
Effectiveness/impact + . . . .
Performance + . . .
Good governance/policy environment (including transparency/ + . . . .
democracy)
Other
Political/economic/linguistic/geographic linkages + . . . . .
Human rights + . . . .
Fragility/conflict + . . .

GNI = gross national income; HDI = Human Development Index; USAID = United States Agency for International Development; PEPFAR = United States
President’s Emergency Plan for AIDS Relief; MCC = Millennium Challenge Corporation (United States); DFID = Department for International Development
(United Kingdom); BMZ = Federal Ministry for Economic Cooperation and Development (Germany); GAC = Global Affairs Canada; DFAT = Department of
Foreign Affairs and Trade (Australia); Norad = Norwegian Agency for Development Cooperation; LuxDev = Luxembourg Agency for Development Cooperation.
#Use of GNI per capita beyond indirect use through the OECD-DAC list of ODA recipients, which is centrally based on GNI per capita. LuxDev uses the HDI, of which
GNI per capita is one part.
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United States Agency for International Development (USAID)

USAID is the United States’ primary foreign assistance agency. Its global health
programmes are geared towards addressing maternal and child health, HIV/AIDS,
and other infectious diseases in developing countries (Department of State, 2014).
One of USAID’s nine principles of development and reconstruction assistance is
‘selectivity’, which calls for resources to be allocated on the basis of need, local
commitment, and foreign policy interests (USAID, 2011). In the context of global
health, allocation decisions primarily depend on the needs and on the commitment
of the recipient government with respect to the specific programme issue at hand,
rather than needs more generally (USAID, 2006). For example, resources for
maternal and child health and HIV/AIDS may be allocated based on criteria such
as disease severity and magnitude, while resources for family planning are
concentrated in countries with the greatest unmet needs for family planning
(USAID, 2006, 2014, 2015). In addition, allocations are often informed by pre-
vious programme performance (USAID, 2006).

United States President’s Emergency Plan for AIDS Relief (PEPFAR)

PEPFAR is primarily focussed on combating HIV/AIDS. Country eligibility is based
on the size and demographics of the population with HIV/AIDS and on lack of
financial resources (US Congress, 2003, 2008; PEPFAR, 2011; Institute of Medicine,
2013). Specific criteria for the allocation of resources across eligible countries are not
made readily available to the public. More generally, PEPFAR seeks to target
geographic areas and populations where HIV/AIDS is most prevalent and in which it
can achieve the greatest impact for its investments (PEPFAR, 2015).

Millennium Challenge Corporation (MCC), United States

MCC was established by the US Congress in 2004 as an independent foreign aid
agency. MCC partners with poor countries, but only those committed to principles of
good governance, economic freedom, and investment in their citizens (MCC, 2015¢).
MCQC is very explicit about its allocation criteria, and it publishes its methodology
and criteria for approval by Congress and public comment (MCC, 2016).

First-line candidacy for aid is restricted to those countries classified as LICs or
LMICs by the World Bank (MCC, 2015a). Accordingly, to pass the candidacy test
in the fiscal year 2016, GNIpc in 2014 had to be at or below $4125.

Eligibility among the candidate countries is based on policy performance and
the opportunity to reduce poverty and generate economic growth, as well as
the funding available (MCC, 2015b). Policy performance is assessed using 20
third-party indicators in the categories of encouraging economic freedom,
investing in people and ruling justly. To be eligible, a country must normally attain
a score greater than the median score of its income group (LIC or LMIC) on at
least half of the indicators, pass the control of corruption indicator and pass either
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the political rights or civil liberties indicator. Indicators gauged against an
absolute threshold, rather than the median score, are those related to inflation,
political rights, civil liberties, immunisation rates (LMICs only).

The assessment of the opportunity to reduce poverty and generate economic
growth is somewhat less structured. However, central considerations will often
pertain to governance, human rights, markets and MCC’s own experience and
ability to reduce poverty and generate economic growth in the country in question.

Department for International Development (DFID), United Kingdom

DFID leads the United Kingdom’s work to end extreme poverty around the world.
Eligibility has been based on recipient country need, expected effectiveness of
aid, and strategic fit with UK government priorities, with the aim of prioritising
countries where UK aid can make the greatest impact (DFID, 2011). In 2015, the
UK government launched its new aid strategy (DFID, 2015). As part of this strategy,
the government will direct more funding to fragile and conflict affected states and
allocate at least 50% of DFID’s budget to fragile states and regions. The govern-
ment wants to do more to support a broader range of countries which are home to
very large numbers of the world’s poorest people, and it will also continue to drive
development in regions where the United Kingdom has close ties, including strong
historical, cultural and diaspora links. In allocating aid, the government will
consider the fit with its strategic objectives, the level of need, the ability of partner
countries to finance their own development, what support they get from others and
their future risks, including humanitarian, economic and climate. Exactly how level
of need will be assessed is yet not clear (UK Parliament, 2016).

Federal Ministry for Economic Cooperation and Development (BMZ),
Germany

BMZ aims at reducing poverty, promoting equitable forms of globalisation, and
building peace. Chief criteria for assessing eligibility for bilateral aid and the
level of engagement are good governance and general conditions in the partner
country, poverty and need, German interests and division of labour with other
actors operating in the partner countries (BMZ, 2013). Other considerations
relevant to the selection of countries are the human rights situation, relevance

to global public goods, and particular treatment for fragile and post-conflict
countries (BMZ, 2013, 2014).

Global Affairs Canada (GAC)

GAC is Canada’s lead agency or development assistance. It primarily supports
25 focus countries. These were chosen on the basis of the countries’ needs, their
capacity to benefit from development assistance, and their alignment with Canadian
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foreign policy priorities (GAC, 2016). However, the way need and capacity to
benefit is operationalised for the selection of countries is not readily available.

Department of Foreign Affairs and Trade (DFAT), Australia

The Australian Agency for International Development was integrated into
DFAT in 2013. DFAT’s stated aim for Australia’s aid programme is to ‘promote
Australia’s national interests by contributing to sustainable economic growth
and poverty reduction’ (DFAT, 2016). DFAT concentrates on countries in the
Indo-Pacific region with the aim of targeting at least 90% of country programme
aid in this region (DFAT, 2014). Correspondingly, DFAT’s Health for Develop-
ment Strategy focusses on Southeast Asia and the Pacific, and it does so in order to
help protect Australia’s health security and advance the economic and poverty
objectives of the aid programme in the region (DFAT, 2015). As part of the
strategy, a set of Australian aid policy tests are applied to health (DFAT, 2015). It
is made clear that DFAT health diplomacy and investments will prioritise LICs
and LMICs. Health needs does not appear to be an important criterion in itself,
but it is indicated that one considerations is whether poor health is limiting partner
countries’ progress with economic growth and poverty reduction. At all levels,
DFAT seeks to link funding to performance, and this includes rewarding partner
governments that perform well with additional funding (DFAT, 2014).

Norwegian Agency for Development Cooperation (Norad)

Norad’s mandate is to support poverty-reduction strategies around the world, and
the Norwegian Ministry of Foreign Affairs is in charge of priority setting and
country selection at the overarching level (Norad, 2014, 2016).

Up until 2014, Norway was providing bilateral aid to a large number of countries
(116 in 2013). From 20135, the Norwegian Government has aimed to reduce the
number of partner countries down to 84 (Ministry of Foreign Affairs Norway,
2014a). In addition, 12 focus countries where efforts will be particularly strength-
ened have been selected (Ministry of Foreign Affairs Norway, 2014a). In the
selection process, the Government looked for LICs or LMICs with limited access to
capital and expertise from sources other than aid, and with attention on human
rights, democracy and strengthening of the private sector (Ministry of Foreign
Affairs Norway, 2014b). One category of focus countries consists of six fragile
countries, where stabilisation and peacebuilding are the central objectives. These
countries are Afghanistan, Haiti, Mali, Palestine, Somalia and South-Sudan. The
other category is countries currently undergoing a process of development, where
efforts will be concentrated on the private sector and on resource and revenue
management. These countries are Ethiopia, Malawi, Mozambique, Myanmar,
Nepal and Tanzania. From 2017, the Norwegian Ministry of Foreign Affairs is
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planning to focus even more on fragile states due to the terrorism threat and the
refugee situation (Ministry of Foreign Affairs Norway, 2016).

Luxembourg Agency for Development Cooperation (LuxDev)

LuxDev’s mission is to eradicate poverty and ensure sustainable development in
all spheres (LuxDev, 2015a). Assistance is concentrated in nine ‘privileged partner
countries’, selected on the basis of their HDI value (LuxDev, 2013). The HDI
integrates GNIpc, life expectancy and education. The privileged partner countries
are Burkina Faso, Cape Verde, Mali, Niger, Senegal, Laos, Vietnam, El Salvador
and Nicaragua (LuxDev, 2015b). More specific allocation criteria are not made
readily available to the public.

Comparison and implications

Transparency

One clear finding from the review is that several funders only to a limited extent
had made concrete criteria for eligibility and allocation across countries readily
available to the public. This was particularly the case for the bilateral funders. The
lack of explicit criteria is problematic from the perspective of transparency,
accountability, learning and predictability (Daniels and Sabin, 2008; McGee,
2011; Moon and Omole, 2013). From this perspective, citizens in recipient
countries and potential recipient countries should have access to information
about criteria that can profoundly affect their health and well-being, while citizens
in donor countries should have access to information about the use of their tax
money. A commonly held ideal is also to have mechanisms in place that enable
citizens and other stakeholders to challenge the criteria used and to provide input
to revisions (Daniels and Sabin, 2008). Finally, transparency about the criteria
used can help make DAH more predictable for recipient governments (Moon and
Williamson, 2010). Against this background, there are good reasons for funders
of DAH to critically examine the extent to which their allocation policy and
practices comply with the now widely accepted standards for accountability.

Other funders had very concrete and explicit criteria, including GF, IDA and
MCC. To the extent that funders were transparent about the specific criteria they use,
important differences are displayed by Tables 1 and 2. Several criteria were only used
by one or some few funders, including the HDI based criterion used by LuxDev.

Need vs effectiveness

Tables 1 and 2 further suggest that funders strike the balance between need and
effectiveness differently. The eligibility criteria of GF, for example, seem to
concentrate on need, as they emphasise GNIpc and disease burden. Likewise,
UNICEF’s allocation formula considers USMR, child population and GNIpc.
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In contrast, IDA’s allocation formula concentrates on effectiveness, to the extent
that CPR is perceived as a useful proxy for this. While the concerns for need and
effectiveness may point in the same direction, the trade-off between these two
concerns is a fundamental issue for the allocation of DAH, especially from the
perspective of normative theory (Brock, 2002; Anderson, 2008; Guillaumont,
2008). According to many of these theories, the size of benefits matters, but
benefiting people matters more the worse off these people are. It is therefore
important that funders of DAH carefully consider to what extent they will accept
smaller gains for the sake of benefiting the worse off, make the choices explicit and
design their criteria accordingly. Gavi’s prioritisation mechanism illustrates how
the trade-offs can be made explicit and modified: the objective ‘maximize value for
money’ is given twice the weight of ‘support countries with the greatest need’
(Gavi, 2013, 2016b). Obviously, if it so wished, Gavi could tilt the balance
towards needs by increasing the weight assigned to the latter criterion.

Fragility and self-interest

Funders also varied in focus in several other ways. In particular, some
funders stressed that fragility and conflict is a key criterion in country selection
(e.g. DFID and Norad), while other funders seemed to put no weight on such a
criterion at all. The funders also differed greatly in the extent to which they
were open about political interests or self-interest being a key criterion for
eligibility and allocation across countries. DFID and DFAT, for example, were
very open about this.

Economic capacity

One specific criterion was emphasised by many funders: GNIpc. This was
done directly as part of World Bank’s income classification, or both. In addition,
LuxDev emphasised the HDI, which integrates GNIpc. Several funders also focused
on countries on the OECD-DAC list of ODA recipients, which is centrally based on
the World Bank’s income classification and thus GNIpc. The use of a GNIpc
criterion was particularly prominent in the determination of eligibility. However,
the GNIpc threshold value, at or above which countries are deemed ineligible for aid,
varied considerably: from $1215 (IDA), via $1580 (Gavi) and $4125 (MCC), to
more than $12,000 for several other funders. In comparison, LICs and HICs are
classified by the World Bank as having GNIpc <$1045 and >$12,746, respectively
(fiscal year 2015) (World Bank, 2016a). The range of eligibility thresholds
thus spanned almost the entire range of GNIpc for MICs. This variation reflects
the current disagreement over the proper role of GNIpc in aid allocation. Related to
this question of role is the question about what other measures and criteria should be
combined with GNIpc. In particular, few argue that GNIpc correlates perfectly with
need for DAH or countries capacity to provide health services without DAH.
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As indicated by Tables 1 and 2, there was considerable variation in what criteria
accompanied GNIpc. Funders of DAH may carefully assess each of these in order to
develop a package of criteria in which GNIpc is suitably embedded.

Methodologies

As for what the funders did not do or did not emphasise, there were at least three
commonalities. None of the funders defined their allocation criteria directly on the
basis of a health production function or a costing or budget methodology (Fan
et al., 2014). While the former specifies the relationship between inputs in the
terms of DAH and outcomes in the terms of health improvements, the latter
estimates resources needed to achieve a given goal, for example, a certain level of
health service coverage. While each of these approaches has its strengths, funders
may avoid them because they are methodologically demanding and data hungry.
In addition, these approaches may seem to leave funders with less flexibility in
their decision making.

Health indicators

Funders not specifically devoted to health did typically not have specific criteria
for DAH, and many funders also lacked criteria directly related to health. This can
be unfortunate because health state influences the overall need for assistance,
and it may be particularly problematic for that part of development assistance
whose primary purpose is to improve health. Several funders with a broad man-
date provide large amounts of DAH, including IDA whose DAH reached $861
million in 2013 (IHME, 2014). Funders of development assistance may thus look
for criteria that take health properly into account, both for assistance directed
towards improving health and for other kinds of assistance. These health-needs
criteria can be disease-specific, like the disease-burden criteria used by GF, or
more generic, like the USMR criterion used by UNICEF, which covers a range of
diseases but is restricted to children under five. For many funders, even more
generic health-needs criteria may be most useful. In particular, it has been
suggested that life expectancy and disability-adjusted life year rate perform well
against the criteria of relevance, salience, validity, consistency, and timeliness and
availability (Ottersen et al., 2016). At the same time, exactly how health-related
criteria should differ from and interact with other types of criteria is still an open
question and an important topic for future deliberation and research.

Inequality indicators

Another shared feature among the funders was the lack of criteria directly related to
economic inequalities or to inequalities in health or health care. Criteria pertaining to
inequality can be important because these criteria are sensitive to information often
masked by country averages. Such criteria may be particularly relevant in the context
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of MICs, whose mid-level GNIpc often is combined with pronounced inequalities
and substantial health needs (reference to paper on MICs by Ottersen, Moon and
Rottingen in this series). At the same time, the role of inequality indicators in the
allocation of DAH is tricky. One reason is that greater inequality may indicate
greater capacity (Ceriani and Verme, 2013) and at the same time greater unmet
needs, and these two may counteract each other. Inequality indicators are also
associated with challenges related to incentives. If higher inequality implies more
DAH, countries have less incentive to promote equality (reference to paper on MICs
by Ottersen, Moon and Rettingen in this series) (Basu et al., 2014). Funders that seek
to introduce an inequality criterion may therefore consider linking it to other criteria
that can help preserve such incentives (reference to paper on MICs by Ottersen,
Moon and Rettingen in this series).

Conclusion

Recent changes in the landscape for DAH raise the fundamental question about
what criteria promote fair and effective allocation of DAH across countries.
This paper has reviewed the allocation criteria stated by 14 major funders of
DAH. We found substantive similarities and differences, as well as gaps in the use
of explicit criteria. The broad overview and these findings can assist funders and
the global community in their search for better criteria.
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