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INTRODUCTION

Improving health equity between and within countries, as other chapters 
in this book discuss, requires generous social protection policies, universal 
forms of health system fi nancing, and investments in social determinants 
of health (SDH), such as education, water/sanitation, and active labor-
market policies. States need to be able to raise suffi cient revenue to fund 
such investments, an ability that for many low-income countries has been 
compromised by various aspects of globalization: capital fl ight, declines in 
foreign direct investment, and substantial loss of tariff revenues as a result 
of import liberalization. In this chapter we address two specifi c forms of 
positive global fi nancial fl ows: offi cial development assistance (ODA), more 
commonly shorthanded as aid, and debt relief. While distinct, these two 
sets of fl ows are highly entwined and subject of intense international, schol-
arly, and civil society debates. These debates involve questions of adequacy, 
effectiveness, linkage, and conditionality. In addressing such questions, this 
chapter fi rst discusses general trends and issues in aid, before focusing spe-
cifi cally on aid for health. It then turns to debt fi nancing and debt relief, 
before concluding with how both aid and debt relief should be approached 
if global equity in health (and in access to SDH) is to be improved. It is 
important to note at the outset that debt is only one part of the web of inter-
linking domestic and international constraints on poverty reduction; and 
that aid, even when reformed for greater pro-poor disbursements, is only 
one means of redressing some of these constraints. Changes in trade and 
global governance are equally essential, and the neglect of one by emphasis 
on another (e.g., “trade not aid”) is unlikely to affect meaningful improve-
ments in global health equity.

OFFICIAL DEVELOPMENT ASSISTANCE (ODA)

Offi cial development assistance (ODA), or aid, predates the Second World 
War, predominantly in terms of colonial transactions and transfers (Führer, 



Global Financing for Health 153

1996). The modern architecture of ODA emerged at the end of World 
War II, with the formation of the United Nations and the Bretton Woods 
institutions, the World Bank and the International Monetary Fund 
(IMF). Underpinning the concept of ODA was the success of the Mar-
shall Plan, which rebuilt European infrastructure destroyed during the 
war; the establishment of the Organization for Economic Cooperation 
and Development (OECD); the rise of independent postcolonial states in 
many parts of the developing world; and the polarities and client-state 
relationships of the Cold War. Those historical origins of aid help to 
illuminate how and why ODA, most acutely in its bilateral (nation-to-
nation) form, refl ects a complex geopolitical and economic interplay of 
interests that continues to distort aid fl ows today.

Contemporary ODA has a reasonably precise meaning. It is defi ned 
as grants or loans to developing countries with promotion of economic 
development and welfare as the main objective (Organisation for Eco-
nomic Co-operation and Development [OECD], 2006). ODA includes 
technical cooperation, generally referring to the employ of expert con-
sultants frequently from the donor country, but excludes fi nancing for 
military ends. Much ODA is provided as straight grants. Where external 
fi nance is provided as a loan, it must include a minimum 25 percent grant 
element to qualify as aid.

In absolute terms aid grew strongly between 1950 and 1990 (Füh-
rer, 1996); as a proportion of donors’ gross national income (GNI), the 
volume is less impressive. The 1969 Report on International Develop-
ment recommended that donors give 0.7 percent of their gross domestic 
product (GDP) (now renamed GNI) as aid. That target has been met 
consistently only by a few Northern European countries (Norway, Swe-
den, Luxembourg, Netherlands, and Denmark). In 2005, total donor 
country assistance averaged only 0.33 percent of GNI (OECD Develop-
ment Assistance Committee, 2006). As debt relief scaled up during the 
1990s, ODA fell in both absolute and proportional amounts. One argu-
ment for this decline has been that other fi nancial fl ows, in particular 
foreign direct investment (FDI), were becoming more important than 
aid. There is some truth in this for some parts of the world, but the 
relative volumes of ODA and FDI differ dramatically between global 
regions. In 1997, Latin America received net fl ows of $13 per capita 
in ODA and $62 per capita in FDI. For the same period, sub-Saharan 
Africa (SSA) received $27 per capita ODA and just $3 per capita FDI 
(OECD, 1998). SSA remains heavily dependent on aid; between 1991 
and 2002, ODA made up over 90 percent of all fi nancial fl ows into the 
region (Ahmed & Cleeve, 2004), generating spirited debates about the 
risks of aid dependency.

At the end of the 1990s, with the adoption of the Millennium Devel-
opment Goals (MDGs), aid began to rise again and was projected to rise 
further still (Figure 7.1).
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But there are three caveats:

 1. The total volume of aid (compared to observable global need) remains 
chronically low.

 2. Increasing the short-term volume of aid (the “big push” or “Africa 
Marshall Plan” approach) without sustained fi nancing and coherent 
allocation across both social and economic sectors risks short-term 
gains that could easily be followed by stagnation or reversals.

 3. The form that aid takes may be at least, or more, important than its 
volume.

AID: FORMS, USES, AND IMPACT

Aid can take multiple forms, including general budget support (GBS) paid 
directly to government, sector-wide support where donors create a larger 
combined pool within a recipient country, infrastructure investment and 
project fi nancing, technical cooperation and food aid. These differing forms 
carry lighter or heavier conditions for use set primarily by donor institu-
tions, and vary signifi cantly in their impacts (Griffi n & Enos, 1970; Most 
& Van Den Berg, 1996; Mavrotas, 2003; Rajan & Subramanian, 2006; 
Sundberg & Gelb, 2006; Thiele, Nunnenkamp, & Dreher, 2006).

One key distinction in form can be drawn between aid given as special-
purpose and non-special-purpose grants (Independent Evaluation Offi ce, 
2006). Special-purpose grants include debt relief, technical cooperation, 

Figure 7.1 Trends in ODA, actual and projected, 1990–2010.
Source: (OECD Development Assistance Committee, 2005).
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food and emergency aid, and the administrative costs of aid itself. Non-
special-purpose grants include funding for infrastructure development, 
health, and education, and can be used to meet capital and recurrent costs 
(World Bank & International Monetary Fund, 2006). Non-special-purpose 
grants enhance spending in the social sectors (for example, strengthening 
health and education systems), and are more strongly associated with pov-
erty reduction than are special-purpose grants; yet only 8 percent of cur-
rent increases in aid qualify as non-special-purpose (Sundberg & Gelb, 
2006; World Bank & International Monetary Fund, 2006). Less effective 
or effi cient special-purpose grants made up the lion’s share of aid between 
2001 and 2004, at around 70 percent of the total (ActionAid International, 
2005). This emphasis on special-purpose aid does not accord with the con-
temporary donor rhetoric about the importance of aid targeting poverty 
reduction; nor does the fact donor commitments rarely translate into what 
is actually disbursed (Michaud, 2003). In 2005 only 70 percent of pledged 
ODA was delivered (Afrodad Zimbabwe & 25 other nongovernmental 
organizations, 2005; Rajan & Subramanian, 2006).

Aid can also be split between short- and long-run fi nance, referring 
respectively to investments in so-called productive sectors such as agricul-
ture and social sectors such as education and health. We say “so-called” 
because this dichotomy is more ideological than empirical or theoretical. 
Recent evidence, for example, shows that social sector investments should 
equally be considered productive sectors, inasmuch as economic growth 
is associated with improved health and literacy levels of a country’s popu-
lation (Commission on Macroeconomics and Health, 2001). At the same 
time, this raises a fundamental ethical consideration: should aid be allo-
cated and/or evaluated primarily on the basis of its contribution to economic 
growth? Or should other considerations, such as meeting basic human 
needs, whether or not economic growth ensues, be the appropriate metric? 
From a global health equity vantage, some degree of economic growth is 
important since in many recipient countries it is a necessary, though insuf-
fi cient, condition to improving the ability of governments, families, and 
individuals to meet basic needs. It has been argued that under the infl u-
ence of the MDGs, the trend in ODA has shifted towards social sector 
spending at the expense of investments in infrastructure and other sectors 
more directly linked to economic growth. Levels of aid to agriculture, for 
example, have fallen perilously. Between 2000 and 2004, total US Agency 
for International Development (USAID) assistance to African agriculture 
rose modestly, from US$459 million to US$514 million, while USAID’s 
African health budget almost doubled. Overall, between 2000 and 2003, 
agriculture’s share of total bilateral ODA declined from 13 percent to 9 
percent; during the same period, health-related aid grew by 115 percent 
(Howard, 2005). To the extent that agricultural assistance favors small 
producers and domestic food security rather than large-scale export crop 
production, its decline would have important negative effects on human 
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needs and health equity. In other words, for aid to be more fully effective in 
supporting adequate and equitable distribution of SDH, it needs to extend 
beyond the formal health sector itself and incorporate strategic investments 
in economic growth sectors that will disproportionately benefi t the poor 
(i.e., a pro-poor investment bias) (Maxwell, 2005; Addison, Mavrotas, & 
McGillivray, 2005a).

AID EFFECTIVENESS

For aid to be effective in reducing poverty it must fi rst be disbursed for 
that purpose, yet after sixty years of ODA experience and evaluation, this 
is still not the case (Collier & Dollar, 1999). Aid continues to be directed 
to countries for reasons other than developmental, much less basic human, 
need. Geopolitical, geostrategic, trade- and security-related interests 
strongly infl uence the decisions donors make about where to send their 
aid, an effect originally amplifi ed by the Cold War (Boone, 1996; Hoebink, 
1997; Schraeder, Hook, & Taylor, 1998; Alesina & Dollar, 2000; Hop-
kins, 2000; Stiglitz, 2002; Khan, 2003). At the extreme, “developmental 
or humanitarian concerns, such as reduction of poverty, receive relatively 
little or zero weight in the [aid allocation] process” (McGillivray, 2003, p. 
7). Instead, many major bilateral donors allocate in favor of former colo-
nies (Mosley, 1981; Congressional Budget Offi ce, 1999; Neumayer, 2003; 
Mazzotta, 2005; Isopi & Mavrotas, 2006); Japanese aid is infl uenced by 
historical and geopolitical sphere-of-infl uence considerations (Khan, 2003; 
Cooray, Gottschalk, & Shahiduzzaman, 2005); while US aid is positively 
associated with geopolitical considerations and links with trading partners. 
As a result of donor favoritism, less than a quarter of total ODA available 
in recent years actually went to the poorest countries (Acción International 
para la Salud & 19 other nongovernmental organizations, 2005). Over 
60 percent of the total increase in ODA between 2001 and 2004 went to 
Afghanistan, the Democratic Republic of Congo (DRC), and Iraq—three 
countries of political and economic strategic interest to powerful donor 
countries, but accounting for less than 3 percent of the developing world’s 
poor (World Bank & International Monetary Fund, 2006). Despite donor 
rhetoric on the need for good governance and good policy environments in 
recipient countries, the level of corruption in a potential recipient country 
appears to have virtually no infl uence over aid allocation (Isopi & Mavro-
tas, 2006).

Aid effi ciency and effectiveness are undermined by other factors. 
Donors, for example, can make aid they give conditional on recipients 
using the money to buy donor-produced goods and services (tied aid), 
recouping to donors a considerable part of the aid disbursed. It has been 
argued that if tied aid is well designed and effectively managed it does 
not necessarily compromise the quality or effectiveness of aid (Sowa & 
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White, 1997). The OECD, however, estimates that tying aid reduced its 
value by $5–$7 billion in 2003 (Organisation for Economic Co-operation 
and Development, 2004), while the United Nations Development Program 
(UNDP) fi nds that tied aid is roughly 25 percent less effective in achieving 
its stated purposes than untied (United Nations Development Programme, 
2003). In spite of donor commitments to reverse this practice, 40–45 per-
cent of total bilateral aid in 2005 remained tied, raising the costs of goods 
and services by an estimated 15–30 percent, and 40 percent in the case of 
food aid (Acción International para la Salud & 19 other nongovernmental 
organizations, 2005).

Aid fl ows also rise and fall unpredictably, making coherent develop-
ment planning by recipient countries diffi cult. Analysis suggests that the 
aid effectiveness is more strongly associated with the stability of the fl ow 
than with the actual amount (Lensink & White, 2000; Quartey, 2005). Aid 
volatility can also be directly detrimental to health.1 Econometric analysis 
of child mortality across seventy-fi ve developing countries between 1995 
and 2000 found that “both low levels [of aid] and high volatility of donor 
funding for health explained the relatively slow progress of some countries 
in reducing under-fi ve mortality” (World Bank & International Monetary 
Fund, 2006, p. 61).

Low levels of aid can also diminish its effectiveness. Keeping aid dis-
bursements low is sometimes argued as necessary due to problems with aid 
absorption, that is, that recipient countries may not have the institutional 
and infrastructural capacity to absorb and usefully spend large amounts 
of donor fi nance (de Renzio, 2005). The question of absorption has been 
especially problematic in the case of aid to health, in that it applies lin-
ear thinking to a circular phenomenon. In order to increase the capacity 
of the health system in a developing country to absorb and use external 
fi nance, it is necessary to invest in strengthening that health system (Jami-
son, Breman, Measham, Alleyne, Claeson, Evans, Jha, Mills, & Musgrove, 
2006). Evidence suggests that absorptive capacity is considerably higher in 
recipient country systems where assistance is targeted to both human and 
infrastructure development and is adequately sequenced (Attaran & Sachs, 
2001; Sachs, 2004).

Some donors and aid analysts further argue for limiting aid disburse-
ments or placing strong conditions on their use, arguing that unconditional 
fi nance, once within the recipient country’s national budget, can be redi-
rected domestically to other fi scal purposes, such as subsidizing tax relief, 
offsetting debt service costs, fi nancing other public expenditure priorities, 
or feeding corruption. While this problem of aid leakage, or fungibility, 
is a genuine one, it is by no means inescapable; the degree of loss of aid 
impact through fungibility varies dramatically from one recipient context 
to another (Pack & Pack, 1993). Rather than reducing aid, or overwhelm-
ing recipients with spending conditions, the question of fungibility makes 
more urgent the need for a transparent framework—such as that provided 
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by attention to SDH, and linking cross-sectoral investments with health 
outcomes—by which donors and recipients can verify the relationship 
between aid and pro-poor or proequity public expenditure (McGillivray, 
2003; Amprou, Guillaumont, & Guillaumont, 2005; Thiele et al., 2006).

CHALLENGING AID’S CRITICS

In the early postwar period, aid was viewed somewhat mechanistically 
as a means to prompt growth through front-loading capital and capacity 
(Lewis, 1955; Rostow, 1960; Chenery & Stout, 1966); it was assumed that, 
with appropriate inputs, poor countries would “take off” and undergo 
accelerated development. But takeoff, in many instances, did not happen. 
A subsequent body of aid critiques emerged arguing that aid was either 
ineffective or counterproductive, distorting market function, creating 
infl ationary pressure, increasing size of government and bureaucratic inef-
fi ciency, encouraging rent-seeking, weakening governance relationships 
between state and population, and fi nancing consumption rather than 
investment (Friedman, 1958; Griffi n & Enos, 1970; Voivodas, 1973; Mos-
ley, 1980; Bauer, 1981; Mosley, Hudson, & Horrell, 1987, 1991; Boone, 
1996; Svensson, 2000; Easterly, 2003; Quartey, 2005; Schneider, 2005; 
Rajan & Subramanian, 2005, 2006). Many of the early attacks on aid 
effectiveness, however, were analytically weakened by missing, inadequate, 
or poor-quality data and derived their conclusions as much from political 
ideologies critical of public transfers as from evidence. As well, little notice 
was taken of often comparable or larger fi nancial fl ows from recipient to 
donor countries in the form of profi t repatriation, capital fl ight, and (after 
circa 1980) debt service.

By the late 1990s, partly as a result of improving data, new analy-
sis brought to light a more positive relation between ODA and growth 
(Burnside & Dollar, 2000; Hansen & Tarp, 2000; Hermes & Len-
sink, 2001; Beynon, 2001; Morrissey, 2001; McGillivray, 2003, 2004). 
Meta-analysis reported consistently positive associations across dozens 
of individual empirical studies, even in unfavorable policy environ-
ments (Cassen, 1986; Collier & Dollar, 1999; Hansen & Tarp, 2000; 
Gounder, 2001; Morrissey, 2002; Harms & Lutz, 2003; Clemens, Rade-
let, & Bhavnani, 2004; Dalgaard, Hansen, & Tharp, 2004; McGillivray, 
2004; Snowdon, 2005; Addison, Mavrotas, & McGillivray, 2005c). A 
new controversy then developed. World Bank research suggested that 
aid effectiveness was conditional on the policy environment in the recipi-
ent country; that is, some countries were “good performers” in terms of 
macroeconomic management and should be rewarded with aid, while 
implicitly or explicitly “bad performers” should not (Burnside & Dol-
lar, 2000). These research fi ndings were quickly challenged. Easterly, 
Levine, and Roodman (2003) found that extending the time frame of the 
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original study causes the positive association of ODA, policy environ-
ment, and growth to disappear. It has also been suggested that the World 
Bank’s defi nition of a “good policy environment” oversimplifi es complex 
political conditions across different countries, and favors “policy condi-
tions” neither wholly under government control nor uniformly associ-
ated with growth (Berthélemy & Varoudakis, 1996; Lensink & White, 
2000; Mosley, Hudson, & Verschoor, 2004). One synthesis concludes: 
“We show that even with the present allocation, aid is effective in lifting 
around 30 million people per annum sustainably out of absolute pov-
erty. With a poverty-effi cient allocation this would increase to around 
80 million people” (Collier & Dollar, 1999, p. 2). Moreover, emphasis in 
many of these studies on aid and growth likely also underestimates the 
wide range of aid’s noneconomic objectives and impacts, most obviously, 
fi nance to projects providing direct support to people in highly vulner-
able conditions.

In summary, poverty is the single greatest threat to health for people in 
many recipient countries and aid can be effective in reducing it. That effec-
tiveness can be severely compromised by the way aid is allocated and the 
form (including spending conditions) it takes. The Commission for Africa 
(2005, p. 58) concluded that “the system for allocating aid to African coun-
tries remains haphazard, uncoordinated, and unfocused, to a degree that 
should be unacceptable.” For aid effectiveness to improve, there needs to 
be a transparent relationship between the developmental needs for which 
it is given and the purposes to which it is put (Acción International para la 
Salud & 19 other nongovernmental organizations, 2005). The dominance 
of political, economic, and strategic interests that still characterize much 
bilateral aid distorts the placement of resources to true development needs 
and undermines the very discussion of effectiveness.

AID FOR HEALTH

Health for centuries has been a central concern of international relations 
and development. However, this concern has been expressed primarily in 
terms of communicable disease and the threat of pandemics to national 
and international security and trade (Sandler & Arce, 2002). Postcolonial 
investment bias towards urbanization and industrialization, and cost-ef-
fectiveness emphasis on treatment rather than prevention in the 1980s and 
1990s, further entrenched a highly biomedical approach (Justice, 1989; 
Wick & Shaw, 1998). This caveat notwithstanding, development assistance 
for health (DAH) can be a very effective form of aid, providing compara-
tively inexpensive improvements (including improvements directed at the 
poor), working better than other forms of external fi nancing even in weak 
policy environments, and offering exceptionally high economic benefi ts of 
such improvements (Jamison et al., 2006).
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DAH has also increased steadily in the last thirty-fi ve years, growing by 
roughly 5.4 percent annually. Between 1990 and 2004, overall DAH rose 
from US$2 billion to US$11–$12 billion (Michaud, 2003; Schieber, Fleisher, 
& Gottret, 2006). But the total of DAH remains low relative to need. The 
Commission on Macroeconomics and Health (CMH) estimates that aid for 
health will need to rise to around US$34 per capita per annum by 2007, and 
to US$38–$40 per capita by 2015, in order to “deliver basic treatment and 
care for the major communicable diseases, early childhood, and maternal ill-
nesses” (Commission on Macroeconomics and Health, 2001). This estimate 
included only limited measures to deal with the rising burden of chronic 
noncommunicable diseases. As Sachs (2007) shows, in many SSA countries 
the health ministry might be able to capture, at best, the equivalent of US 
$10/capita for public health expenditures. Assuming an 8 percent annual 
growth in GDP, no increase in costs, and improved systems of revenue cap-
ture, these countries would be over two decades away from self-fi nancing 
such a basic package, and likely a half-century away from any health system 
adequate to the expanding needs of their population.

If DAH is to increase to levels commensurate with the harsh arithmetic 
of such need, however, it will also require a redirection in focus. During 
the 1990s much of the increase in health aid was concentrated in just three 
areas—immunization, HIV/AIDS, and new product development (Jami-
son et al., 2006). Between 2000 and 2004 allocations to HIV/AIDS, TB, 
and malaria took up one-fi fth of total global health aid (Michaud, 2003), 
refl ecting the health focus and fi nancial draw of the MDGs (Jamison et al., 
2006). Excluding aid allocated to HIV/AIDS (which rose approximately 
tenfold), remaining DAH between 1993 and 2003 actually declined as a 
share of ODA, from 5.4 percent to 5 percent (MacKellar, 2005). Based on 
their proportional contribution to the global burden of disease, measured 
in disability adjusted life years (DALYs), HIV/AIDS and reproductive and 
maternal health are internationally overfunded while injury, mental health, 
and nutritional disorders are underfunded (MacKellar, 2005). Between 
1993 and 2003 noncommunicable disease accounted for 48.9 percent of 
the total burden of disease in DAH-recipient countries, but received 0 per-
cent of directly assignable [DAH] interventions (MacKellar, 2005). When 
directly assignable and imputed interventions are included, noncommuni-
cable disease still received less than a quarter of the total DAH allocation, 
while communicable diseases received 72.9 percent (MacKellar, 2005).

If increased aid is to be channeled to health, and it is accepted that 
action on health involves action across development sectors, then the evi-
dence suggests that conceptual and structural changes will be required 
to make aid for health more appropriate. Investing in large-scale disease 
programs or focusing aid exclusively within conventional health sys-
tems and services, while immensely important in themselves, will not 
address the bulk of poor health in developing countries, nor the inequity 
in health among different groups. Aid investments in good quality health 
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care services and in action on SDH are not alternative pathways. They 
are necessary and complementary.

Donor underinvestment in health-systems capacity may be related to 
the proliferation of new global health initiatives (GHI). GHIs can chan-
nel large amounts of health aid into development but in many cases do so 
outside the recipient government’s core budget process. Although there 
are sometimes good reasons for this (see Box 7.1), such off-budget health 
spending can fragment national health policymaking, creating a gravita-
tional effect towards public sector investment in parallel programs for spe-
cifi c diseases with diminished attention to strengthening the infrastructure 
of a comprehensive national health system. The World Bank estimates that 
as much as 50 percent of health aid runs outside domestic budgeting, with 
30 percent escaping government reporting altogether (Sundberg & Gelb, 
2006; World Bank & International Monetary Fund, 2006). Off-budget 
global and vertical health programming can result in policy that under-
serves pro-poor health system strengthening, and health action that does 
not adequately acknowledge the “structural dimensions of poverty” (Mar-
cus, Wilkinson, & Marshall, 2002; Sobhan, 2005; Independent Evalua-
tion Offi ce, 2006; Wood, 2006).

But another part of the problem is that much health aid is not eligible 
as core funding; a recent study of fourteen recipient countries found that 
“a high share of today’s ODA for health and education is transferred in 
forms that cannot be applied to core budgetary outlays” (World Bank & 
International Monetary Fund, 2006, p. 60) such as recurrent costs of wages 
or personal emoluments. This suggests that a larger proportion of DAH 
should be provided through relatively fl exible fi nancing instruments, such 
as general budget support (GBS),2 assuming reform of the IMF require-
ments described in Box 7.1. The quid pro quo of the increased fl exibility 
GBS provides is that recipients should agree to a considerably stronger form 
of accountability, including reporting on health equity impacts and invest-
ments in SDH.

While donors have long recognized the need to act on the structural 
causes of disease (or SDH), their practices in health aid remain heavily sec-
tor-specifi c and technocratic (Sachs, 2004). The HIV/AIDS pandemic has 
brought into sharp relief the socioeconomic origins of many of the drivers 
of infection, highlighting what has been described as the need for a para-
digm shift in health aid to address broader development factors (Economic 
and Social Commission for Asia and the Pacifi c, 2003). Yet that paradigm 
shift is far from being achieved as the 2003 US President’s Emergency Plan 
for AIDS Relief (PEPFAR) illustrates. Leaving aside the ideological ori-
gins of PEPFAR’s emphasis on ABC (abstinence, fi delity, condom use), the 
breakdown of allocations between 2004 and 2006 (Figure 7.2) shows a 
preference for investment in treatment over prevention and a shift in fund-
ing away from preventive action, from over one-third in 2004 to less than 
a quarter two years later.
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The Millennium Development Goals (MDGs), while possibly the greatest 
moment in postwar commitment to international aid and with a central 
focus on public health (Sachs, 2004), similarly represent problems of donor 
overinfl uence, technical overemphasis, inattention to action on underlying 
social, political, and economic inequities, and lack of systemic and sus-
tained fi nancial commitments addressing not only aid volatility but also 
aid implementation and equity in its distribution. The health-specifi c goals 
perpetuate a privileging of infectious diseases and encourage quick-fi x 
investments and technical approaches (Jamison et al., 2006). Neither do 
the MDGs address the issue of equity. By concentrating on aggregate health 
as the measure of achievement, they reinforce an emphasis on health as an 
average outcome across an undifferentiated population. Action towards the 
health MDGs carries no necessary benefi t for vulnerable groups in recipient 
countries, except where they are affected by progress in other goals such 
as those for poverty and nutrition (Gwatkin, 2005; Spinaci, Currat, Shetty, 
Crowell, & Kehler, 2006). Conditions of extreme vulnerability, social 
exclusion, and health inequity could remain entrenched even if the goals 
are met. There is also considerable doubt regarding whether the MDGs, 
even if met, can be sustained, given their simplistic focus on downstream 
factors and negligible action on the underlying socioeconomic, cultural, 
political, and environmental conditions that contextualize poor health and 
health inequity (Leipziger, Fay, Wodon, & Yepes, 2003; Ahmed & Cleeve, 
2004; Therkildsen, 2005).

The international donor community is not unaware of these prob-
lems. The Paris Declaration on Aid Harmonization (2005) specifi cally 
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Figure 7.2 President’s Emergency Plan for AIDS Relief (PEPFAR), 2004–2006.
Source: Authors’ calculations.
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 highlighted the urgent need for aid to be more coordinated globally, and 
to be more aligned with, and supportive of, recipient countries’ own 
national development plans. There is an already existing global mech-
anism for coordinating and aligning aid towards effective, recipient-
owned poverty reduction—the Poverty Reduction Strategy Paper (PRSP). 
The PRSP protocol was launched under the Poverty Reduction Grant 
Facility (PRGF) as a complement to the Heavily-Indebted Poor Country 
(HIPC) Initiative on debt relief in 1999. To understand the strengths and 
limitations of the PRSP process with respect to aid, however, it is fi rst 
necessary to examine the origins of, and international efforts to mitigate, 
developing world debt.

HISTORY OF THE DEBT CRISIS AND DEBT RELIEF INITIATIVES

The fundamental causes of the debt crisis that unfolded in the 1970s were 
a combination of economic slowdown and infl ation in the developed world 
and wars in Vietnam and the Middle East. Members of the Organization 
of Petroleum Exporting Countries tripled the price of oil in 1973; this dra-
matic price rise led to a further slowdown in the rate of economic growth 
and rising infl ation in developed nations and other oil-importing countries. 
The “petrodollars” created by the rise in oil prices, meanwhile, were depos-
ited in Western banks, which then lent the money to developing countries 
at low interest rates. For the poorest countries, offi cial lending from devel-
oped country governments (particularly their export credit agencies), as 
well as from multilateral institutions such as the IMF and World Bank, also 
rose. A second oil price shock in 1979 was followed by dramatic increases 
in interest rates in the industrialized economies, as conservative govern-
ments came to power in the United States, West Germany, and the United 
Kingdom on a platform of fi scal monetarism to tackle infl ation. Global 
recession followed.

For developing countries this was a triple blow. Rising prices of oil 
necessitated ongoing borrowing from foreign lenders whose high-inter-
est-rate policies worsened their burden of loan repayments. Meanwhile, 
less demand from the developed economies for their exports reduced the 
resources with which they could repay their debts. Throughout the devel-
oping world, with the recent exception of SSA, annual debt-servicing costs 
quickly and dramatically outstripped the annual amounts of aid funding 
poorer countries received, a pattern that persists today. In 1982, when the 
Mexican government threatened to default on its debt repayments, the 
world fi nancial system was thrown into crisis. At this point, the World 
Bank and IMF stepped in to bail out developing countries with new loans 
that would ease the liquidity crisis.

The developing world was affected unevenly by what was quickly called 
the debt crisis. The more diversifi ed and less exposed East Asian economies 
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were able to withstand the worst effects. The economies of Latin America 
and SSA were particularly badly hit. In Latin America commercial lending 
dominated the debt profi le. In SSA it was bilateral and multilateral lending. 
The debt crises in these regions thus took somewhat different paths. African 
economies were particularly vulnerable because they were also affected by 
a steep decline in the prices of their major exports, nonfuel primary com-
modities, due to the global recession (United Nations Conference on Trade 
and Development, 2004). Poor economic governance, and sometimes out-
right corruption on the part of both lenders and creditors, also contrib-
uted to the accumulation of debts that could not be paid back. Although 
also affected by deep economic crisis, the debt-distressed wealthier Latin 
American nations were given some relief through bailouts and reschedul-
ing initiatives, most notably the Brady Plan of 1989, which focused on the 

Table 7.1 Heavily Indebted Poor Countries Potentially Eligible to Receive 
 Debt Relief

Completion Pointa (23 
Countries)

Decision Pointb (10 
Countries)

Predecision Pointc (8 
Countries)

Benin Burundi Chad
Bolivia Chad Comoros
Burkina Faso Democratic Republic 

of Congo
Côte d’Ivoire

Cameroon Republic of Congo Eritrea
Ethiopia The Gambia Kyrgyz Republic
Ghana Guinea Liberia
Honduras Haiti Somalia
Madagascar Burundi Sudan
Malawi Chad Togo
Mali Central African Republic
Mauritania Nepal
Mozambique
Nicaragua
Niger
Rwanda
São Tome Principe
Senegal
Sierra Leone
Tanzania
Uganda
Zambia
Benin   

Source: Adapted from World Bank, 2008b.
Notes: aCompletion point countries have gone through the initiative and should now receive 
the full debt cancellation available under the initiative. bDecision-point countries have achieved 
satisfactory performance under IDA/IMF programs, have a poverty reduction strategy paper 
(or an interim one) in place, and have a plan for clearing debts to foreign creditors. These coun-
tries are eligible for interim debt relief. cPredecision-point countries refer to those countries that 
are eligible for debt relief under HIPC but which have not met the criteria for entry into the 
initiative. For further details see World Bank, 2008a.
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commercial debt of middle-income countries. However, a number of poorer 
economies, mostly in SSA, became ever more indebted, as they took on more 
loans to pay off older offi cial debt and still ran up arrears. These countries 
became known as the Heavily Indebted Poor Countries (HIPCs) (see Table 
7.1). The HIPCs have seen a massive increase in debt over the past four 
decades—from close to zero in 1970 to over US$200 billion in 2004—while 
their per capita incomes stagnated. Figures for the thirty-fi ve of the forty 
HIPCs that are located in SSA underline the basic dilemma. While these 
countries have received US$294 billion in loans and paid back US$268 bil-
lion between 1970 and 2002, they still are left with a debt stock of US$210 
billion (United Nations Conference on Trade and Development, 2004).

Debt cancellation on a small scale for these poorer countries was fi rst ini-
tiated with the Paris Club’s Toronto terms of 1988, which started to reduce 
their offi cial bilateral (or Paris Club) debt but not debts to the multilateral 
institutions such as the World Bank and IMF (United Nations Conference on 
Trade and Development, 2004). The terms of bilateral debt cancellation were 
gradually expanded, but overall indebtedness continued to climb. Finally, in 
1996 creditors proposed a more comprehensive scheme under which multilat-
eral debt could be cancelled: the HIPC Initiative. Countries qualifi ed if they 
were very poor (i.e., if they qualifi ed for assistance from the World Bank’s 
International Development Association program) and if their debt burden 
crossed certain thresholds of debt sustainability. The most important of these 
were measurements of the ratios of the stock of public debt to a country’s 
exports and to the government’s revenues. Countries also had to have a six-
year track record of compliance with an IMF economic reform program.

The HIPC process was accelerated by a transnational civil society cam-
paign—Jubilee 2000—that called for cancellation of the unpayable debt of 
the world’s poorest nations by the millennium year. This led to a reformu-
lation of eligibility criteria at the Group of Seven (G7) summit in Cologne 
in 1999. Qualifi cation thresholds were adjusted downwards, interim debt 
relief was to be provided, and the completion point at which countries 
received full debt relief was no longer at the end of the full six years of 
IMF-mandated reform but could be adjusted to the pace of a country’s 
economic reforms. Finally, debt cancellation was linked to debtor coun-
tries formulating Poverty Reduction Strategy Papers (PRSPs) which would 
show how they were going to use the proceeds from debt relief for the 
benefi t of their populations. PRSPs are intended to organize all relevant 
domestic and external resources (i.e., both aid and debt relief) under the 
management of the recipient government, and in consultation with sub-
national stakeholders, to produce a comprehensive framework for budget-
ary allocations and programs aimed at reducing poverty. The PRSP has 
come to exercise a powerful infl uence over the fi scal choices and behavior 
of recipient governments. PRSPs act as a kind of gatekeeper to most major 
sources of international fi nance (World Health Organization/World Bank, 
2003; Independent Evaluation Offi ce, 2006). Failure to gain approval on 
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a new PRSP can have a dramatic downward effect on the availability of 
other aid (Marcus et al., 2002). To the extent that PRSPs (and the PRGF) 
tend to emphasize macroeconomic stability and restraint, they can prevent 
increases in public sector spending such as those required for education and 
health system strengthening (see Box 7.1).

In 2005, the HIPC Initiative was transformed into the Multilateral Debt 
Relief Initiative (MDRI) announced at the G7 Summit in Gleneagles, Scot-
land. Major creditors now allowed 100 percent cancellation of the debts 
owed by HIPC nations to three multilateral institutions—the IMF, the 
African Development Fund (AfDF), and the International Development 
Association (IDA)—with the proviso that the latter two institutions receive 
compensatory funding from donors. One hundred percent cancellation was 
later agreed to by the Inter-American Development Bank, albeit on different 
terms (United Nations Conference on Trade and Development, 2004; Inter-
national Development Association & International Monetary Fund, 2006).

Box 7.1 MTEFs and public investments for health and education.

The IMF’s role as lender of last resort to developing countries is waning as 
many middle-income countries have paid off their outstanding loans, declared 
their intent to cease borrowing from the IMF, and begun developing from their 
foreign currency reserves regional funds to fi nance short-term macroeconomic 
instabilities without having to suffer the fund’s policy imperatives. The IMF, 
however, retains considerable policy control over countries reliant on aid or 
debt relief, since it must sign off on these countries’ macroeconomic strategies in 
order for them to qualify for such transfers. The IMF’s sign-off “is also regarded 
as a valuable seal of approval by foreign investors” (Ooms, Van Damme, Baker, 
Zeitz, & Schrecker, 2008, p. 3).

A key element of IMF policy is a ceiling on the percentage of GDP going to 
public sector wages, even when short-term funding is available from donors. The 
rationales offered include avoiding future debt (if the aid fl ows should dry up), 
reducing infl ation risk, and avoiding currency appreciation that would reduce 
the competitiveness of a country’s exports. A 2007 report by the IMF’s own 
Internal Evaluation Offi ce corroborated earlier criticism of expenditure ceilings 
by civil society observers, fi nding that in 29 sub-Saharan countries just twenty-
seven cents of every incremental dollar in development assistance was budgeted 
for new programs, with the balance used for paying down domestic debt and 
accumulating foreign exchange reserves (Independent Evaluation Offi ce, 2007; 
see also Working Group on IMF Programs and Health Spending, 2007). In 
addition to its obvious negative consequences, this practice encourages vertical 
funding through global health initiatives, since these funds are not counted as 
part of the general government budget (Ooms et al., 2008). This weakens the 
ability of governments to develop more coherent public health systems, creates 
internal “brain drain” from public systems to shorter-term fi nanced vertical 
programs, and engenders ineffi ciencies in organizational and reporting require-
ments. Further, as donors become more aware that aid funding is not being used 
for its intended purposes, they may become less intent on increasing aid fi nanc-
ing (Ooms et al., 2008).
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HAS HIPC DELIVERED DEBT SUSTAINABILITY?

The HIPC Initiative represented recognition by creditors that debt sustain-
ability (meaning the ability of countries to maintain an adequate level of 
debt-servicing payments) was an issue, and that debtor countries’ domestic 
needs could not be ignored (Martin, 2004). However, the initiative has 
proceeded exceptionally slowly, at a pace dictated by the creditors (Man-
del, 2006). The choice of debt sustainability indicators itself (debt stock at 
or below 150 percent of export earnings; and debt stock at or below 250 
percent of government revenues) was controversial from the launch of the 
initiative in 1996. Martin (2004, p. 17) notes that

the amount of debt relief under HIPC was determined by eligibility 
thresholds which (according to public statements by Fund and Bank 
offi cials) were based on initial analysis . . . and then modifi ed to suit 
political compromises amongst G7 creditors, balancing the need to in-
clude strategic G7 allies and their desire to keep costs down.

The World Bank Independent Evaluation Group’s evaluation of HIPC 
(Independent Evaluation Group, 2006) notes that in the thirteen postcom-
pletion-point countries the average NPV (net present value) debt-to-export 
ratio has declined from 310 percent to 142 percent, lower than the 150 
percent target. Similarly, the fi ve countries that eventually qualifi ed under 
the revenue criterion have seen their debt-to-revenue ratio decline by more 
than half between decision and completion point from 445 percent to 181 
percent (Independent Evaluation Group, 2006, p. 18), well below the tar-
get. Improvements in these two core indicators can in part be attributed 
to increased exports and revenue mobilization by the HIPCs themselves 
(Independent Evaluation Group, 2006) and to improvements in the terms 
of loans being made to HIPCs (United Nations Conference on Trade and 
Development, 2006), rather than to debt cancellation per se. The MDRI is 
predicted to result in the cancellation of 80 to 90 percent of eligible coun-
tries’ debts, helping to lower their NPV of debt to exports to between 50 
and 60 percent, both signifi cant achievements. But under the terms of the 
MDRI, debtor countries will see future contributions from the IDA and 
AfDF reduced by the annual amount of debt-service relief they gain from 
these institutions. While countries may be able to claw some of this money 
back if they achieve good policy performance, the MDRI may not actu-
ally provide additional new resources to HIPCs. Moreover, while the debt 
burden of the HIPCs declined in absolute terms from 1995 to 2002, it has 
been rising again since. Worryingly, the World Bank’s Independent Evalu-
ation Group (Independent Evaluation Group, 2006) notes that in eleven of 
thirteen postcompletion-point countries, debt sustainability indicators are 
deteriorating, mainly on account of new borrowing. It is therefore ques-
tionable to what extent HIPC delivers an exit from the debt problem. This 
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issue is being compounded by the sudden availability of Chinese loans for 
African governments, leading the United Kingdom (UK) government to 
warn that further debt problems could be building (McGreal, 2007).

While HIPC was meant to deliver comprehensive debt reduction, some 
commercial and bilateral creditors outside the main formal Paris Club 
grouping have not felt themselves bound by the initiative (Independent 
Evaluation Group, 2006). This is causing sustainability problems for some 
HIPCs and allowing some creditor countries to free ride on the debt relief 
given by others. HIPCs owe about US$2 billion to commercial creditors, 
some of whom are increasingly litigious (International Development Asso-
ciation & International Monetary Fund, 2006). In 2007 the activities of 
so-called vulture funds—private investors who buy up poor country debts 
at a fraction of their book value and then press claims in the courts for the 
full legal value of the debt—have been in the media. Politicians from across 
the political spectrum have condemned the actions of the vulture funds, but 
there is little they can do, as the transactions of the vultures are perfectly 
legal.

Many HIPCs further suffer from signifi cant problems with domestic 
debt, a fact that is not taken into account when measuring sustainability 
which only deals with foreign debt. Yet, as the United Nations Confer-
ence on Trade and Development (United Nations Conference on Trade and 
Development, 2004, p. 40) notes, there is a link between domestic and 
foreign debt “as economic agents borrow to fi ll the private savings invest-
ment gap, the fi scal gap and/or the foreign exchange gap.” HIPCs’ lack 
of access to international capital markets also forces a greater reliance on 
domestic fi nancing. As a result, interest payments on domestic debt have 
been absorbing larger amounts of government resources.

HAS DEBT RELIEF DELIVERED RESOURCES THAT BENEFIT SDH?

SDH are obviously wide-ranging whereas most research to date has looked 
only at whether debt relief has freed up money for expenditures on poverty 
reduction or on health and education. Although poverty-reduction-related 
public spending in twenty-eight decision-point HIPCs rose during the imple-
mentation of PRSPs from 6.4 percent to 8.1 percent of GDP, most of this 
was channeled to education (Independent Evaluation Group, 2006). Finance 
to health and to infrastructure such as agriculture and transport, core ele-
ments of a pro-poor SDH public spending agenda, remained steady or fell 
(Independent Evaluation Group, 2006), although other evidence suggests 
that debt relief can help to raise overall social expenditures (Thomas, 2006; 
United Nations Conference on Trade and Development, 2006). However, 
other factors, such as increased aid, may be responsible for the observed 
rise in poverty-reducing expenditures; and the net gains in health and SDH 
expenditures (apart from education) appear to be modest at best. This is 
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likely because the new funds made available by debt relief are themselves not 
large. The World Bank and IMF (International Development Association & 
International Monetary Fund, 2006) argue that debt service payments by 
twenty-nine decision-point countries have been reduced by about 2 percent 
over the period 1999–2005, releasing new resources for poverty reduction. 
However, it is clear that debt reduction is not releasing anywhere near the 
level of resources needed to meet the MDGs (Thomas, 2006).

Importantly, the benefi ts of debt relief will only be apparent if they are 
truly additional to revenue already raised domestically and from foreign 
sources. There is a lack of studies on this question, although there has been 
a degree of speculation about debt relief’s additionality to aid. Historical 
analyses of the relationship between debt and aid suggest that past debt relief 
has not been additional to aid (Bird & Milne, 2003; Arslanalp & Henry, 
2006). More recent assessments of the additionality question, however, have 
been more upbeat. IEG (Independent Evaluation Group, 2006) notes that 
net annual transfers to HIPCs have increased substantially over the period of 
the implementation of the initiative from US$7.3 billion in 2000 to US$15.8 
billion in 2004. They argue that US$4 billion of this increase is attributable 
to debt relief, and that the 11 percent annual increase of nondebt relief trans-
fers over the same period suggests donors “have not . . . cut back on non-
debt-relief transfers, and that debt relief was additional in the aggregate” 
(Independent Evaluation Group, 2006, p. 11). Nevertheless there are still a 
number of questions over whether additionality will last and how far HIPCs 
are skewing aid distributions amongst all developing countries.

UNCTAD (United Nations Conference on Trade and Development, 
2006), for example, suggests that although ODA has risen to unprecedented 
levels in 2005—at US$106.5 billion it is 31.4 percent higher than 2004—
this was primarily the result of substantial debt relief awards to Nigeria and 
Iraq. Since debt cancellation is generally counted as an aid contribution, 
allowing donors to save money by fi nancing one against the other (Addi-
son, Mavrotas, & McGillivray, 2005b; Arslanalp & Henry, 2006), actual 
new disbursements of ODA are likely to fall. Whether this will affect the 
HIPCs is unclear, although as of July 2008 over US$40 billion of promised 
new aid to Africa made at the G8 summit in 2005 has failed to be delivered 
(Africa Progress Panel, 2008). Furthermore, aid to HIPCs has not been 
additional when assessed over the whole lifetime of the initiative—that is, 
from 1996, rather than from 1999 to 2000.

While in aggregate aid can be seen as additional, it is clearly not where it 
has been used to refi nance the multilateral development institutions. Mar-
tin calculates that over US$3.5 billion of OECD aid has been promised to 
the HIPC Trust Fund or used directly to cancel multilateral debt owed by 
HIPCs. There have been further contributions to the value of US$1.5 bil-
lion to the IMF’s HIPC Trust; and the Inter-American Development Bank 
has also received funds (Martin, 2004). This trend was also refl ected in 
the MDRI under which two of the three participating institutions are to 
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be reimbursed for any cancellation they make. Finally, it is also unclear 
whether aid to non-HIPCs is rising at the same rate as aid to HIPCs. Killick 
(2004, p. 7) observed a redistribution of resources away from non-HIPCs 
since the launch of the initiative and concluded that there is “a real sense 
in which the poor countries outside the HIPC scheme are subsidising those 
who live in HIPC countries.” The distribution of aid between HIPCs and 
very poor non-HIPCs clearly has to be monitored, and the gain of one 
group of countries at the expense of the other is not compatible with the 
values of global health equity.

Parallel to the debates on additionality, commentators have been exam-
ining an important underlying issue: is debt relief or aid better at delivering 
what poor countries need? Martin (2004) argues that debt relief can be 
more helpful than aid because:

 1. It is more stable, predictable, and countercyclical than aid.
 2. Tied into the PRSP framework, it increases developing country 

ownership.
 3. It has lower transaction costs.
 4. It stimulates private capital fl ows, aid fl ows, savings, and investment, 

whereas there is little evidence for similar dynamic effects of other 
fl ows.

 5. It has encouraged antipoverty spending.
 6. By generating improved fi scal management, it has also stimulated bet-

ter coordinated and longer-term aid to poor countries.

Bird and Milne (2003) question some of these assertions, arguing that a 
restoration of sovereignty and policy autonomy would require much larger-
scale debt relief than has been contemplated. They also suggest that pro-
gram aid might be faster disbursing, as debt relief only becomes available 
to countries over an extended period (i.e., the time over which they would 
have repaid the debt), and also because there are very often delays in dis-
bursement of debt relief. Furthermore, as Martin points out, 100 percent 
cancellation of debt relief would “exceed aid fl ows in only ten HIPCs and 
averages only 10 percent of exports. So potential gains from each percent-
age increase in aid, and especially from improved market access, are much 
greater than those from additional debt relief”(Rabnis & Stewart, 2001; 
Martin, 2004, p. 37).

CONCLUSION

The HIPC/MDRI debt cancellation for the poorest countries has released 
modest new resources to address SDH and the ambitious agenda launched 
by the UN Millennium Summit in 2000. For the poorest countries, sub-
stantial further resources will be needed to meet the international targets. 



Global Financing for Health 171

Given the ongoing need for low-income countries to generate capital for 
investment, there will inevitably be a reason for them to look for further 
international credit. Substantially enhanced efforts will therefore be needed 
over the long term to prevent a further buildup of debt. This cannot be 
done simply by focusing on the narrow economic sustainability indicators 
deployed under HIPC. Rather, the international community needs to focus 
on promoting “debt responsibility” (Hurley, 2007, p. 17). Five measures are 
needed to achieve debt responsibility:

 1. Adjustment of some of the basic debt sustainability indicators used 
by HIPC would be important. The usefulness of the NPV debt to 
exports criterion has been questioned. Looking at debt-service pay-
ments as a percentage of government revenue would be a more help-
ful way of measuring how far debt is constraining poverty reduction 
spending (Martin, 2004).

 2. A thorough assessment of low-income countries’ vulnerability to 
incurring high levels of debt needs to be made, and should go beyond 
the revenue/exports criteria discussed earlier. There have also been 
calls for a focus on the price volatility of a country’s key commodities, 
the extent of diversifi cation of its exports, the burden of HIV/AIDS, 
the frequency of natural disasters, and other structural factors when 
assessments of debt sustainability are made (Martin, 2004; United 
Nations Conference on Trade and Development, 2004).

 3. More transparency is needed in the loan contraction process. Govern-
ment borrowers and lenders should be subject to parliamentary scru-
tiny (Hurley, 2007). Commercial creditors who refuse to provide debt 
relief when needed could be exposed. There is an urgent need to help 
countries facing lawsuits from commercial creditors. Martin (2004) 
suggests a legal assistance facility to help HIPCs in this position.

 4. The delays and creditor control over the HIPC process have rein-
vigorated calls for a more balanced approach to debt cancellation, 
including reforms to the international fi nancial architecture that 
would provide for independent arbitration and mediation between the 
claims of creditors and debtors (United Nations Conference on Trade 
and Development, 2006).

 5. A number of commentators and reports have called for debt cancellation 
to be based on the resources needed for countries to meet the MDGs. 
Even the G8, at its meeting in Kananaskis, Canada, in 2002, said that 
“no country committed to poverty reduction, good governance and 
economic reform will be denied the chance to achieve the Millennium 
Goals through lack of fi nance” (Mandel, 2006, p. 11). Nevertheless, 
complete debt cancellation alone will not allow some poor countries 
to reach internationally agreed targets, as they will still require even 
higher levels of aid; and these targets themselves, as noted earlier, fail 
to address adequately SDH, raising questions about the sustainability of 
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their achievement. Some are alarmed at the prospect of such deep can-
cellation and suggest that it will create moral hazard, as countries are 
encouraged to become even more indebted in the future. On the other 
hand, UNCTAD notes “there is no greater moral hazard than the one 
entailed in constant restructuring and partial debt forgiveness based on 
creditors’ perspectives and interests . . . ” (United Nations Conference 
on Trade and Development, 2004, p. 71).

 6. Finally, the HIPC/MDRI initiatives only deal with countries receiving 
funds from the World Bank’s International Development Association 
concessional fi nance facility or the IMF’s Poverty Reduction and Growth 
Facility. Such funding is only made available to the poorest developing 
countries that fall below a particular income level. Most of the world’s 
poor do not live in HIPC-eligible countries. To achieve meaningful and 
sustainable improvements in global health equity, debt relief should be 
offered to a broader range of debt-distressed developing countries.

In fact, a more radical interpretation of the concept of debt sustainability 
is proposed by Mandel (2006). Mandel starts by using the work of Peter 
Edward (2006), who argues that the international US$1-a-day poverty line 
is an arbitrary cutoff point for defi ning absolute poverty. He argues that 
US$3-a-day would be a better target; on average this level of consumption 
(roughly what one would expect at the bottom end of the income scale in a 
country with annual GNI/capita of around US$5,000) corresponds to a life 
expectancy of between 70 and 74 years. This, he argues, would be a better 
or more “moral” fi gure for a poverty line. Mandel suggests that we can use 
this “moral poverty line” to calculate the amount of debt relief that should 
be given to developing countries. Based on a sample of 136 developing coun-
tries, he argues that between 31 percent and 43 percent of all outstanding 
developing-country debt—affecting ninety-three to 107 nations—needs to 
be cancelled if poverty is to be reduced and the MDGs met.

Evidence and past experience similarly indicate a suite of essential 
reforms to the international aid architecture, starting with recognition 
that aid is important; and that it has been effective in promoting economic 
growth, reducing poverty, and improving health. Currently aid does not 
do this with agreed-upon or acceptable levels of regularity or reliability. 
Several changes can be made to strengthen its capacity for positive impact, 
both generally and on health and health equity.

 1. Quantities of aid and DAH are inadequate. An achievement of the 
Commission on Macroeconomics and Health (2001) was to shift 
global thinking about aid from millions to billions. A step shift is 
required in the total quantum of aid.

 2. Aid allocation should not be so tightly tied to the current form of 
policy selectivity, focusing too heavily on donor-driven assump-
tions of appropriate macroeconomic conditions and governance. If 
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 selectivity is applied, it should be guided to countries demonstrating 
real proequity policy choices. This would include transparent moni-
toring of pro-poor public expenditure, including indicators of equity 
in both health outcomes and across a range of social determinants of 
health, and protected fi nance for health system strengthening.

 3. Aid through fl exible instruments such as general budget support 
should be increased as a proportion of the total, using the PRSP as 
a planning and monitoring tool for action on SDH. This perforce 
requires substantial change in the public expenditure ceilings imposed 
or recommended by the IMF; as well as reforms to the PRSP process 
to make it more accountable for health equity and improvements in 
SDH (see Box 7.2).

 4. The system of aid allocation requires radical reorganization. Revers-
ing the current trend of increasingly fragmented bilateral, multi-
lateral, and private funding lines, a global, pooled funding system 
should be agreed on and established, multilaterally operated, with 
eligibility and allocation determined according to agreed needs and 
developmental objectives, and multiyear stability of donor inputs and 
recipient receipts.

Perhaps, more fundamentally, our conception of aid needs to change. 
Aid is still seen as temporary assistance, a sort of noblesse oblige on the 
part of wealthy countries whose riches derived, in part, from the impov-
erishing exploitation of many of the present aid-dependent countries. 
Criticisms of this aid dependency abound, both in donor countries wary 
of political corruption or committed to free-market “boot-strapping” 
ideals of growth, and in recipient countries where the conditionalities 
of aid are viewed as a new form of colonialism (Ooms & Hammonds, 
2008). Problems of corruption, fungibility, and colonial conditionalities 

Box 7.2 Strengthening PRSPs through a social determinants of health approach.

To date, the poverty reduction strategy process has been something of a missed 
opportunity. A number of actions can improve PRSP with respect to health and 
health equity in developing countries:

 1. A more explicit emphasis on the PRSP as a process of improving national 
policy coherence and intersectoral actions on SDH.

 2. More support from donors and national governments for funding inter-
sectoral work on SDH.

 3. More international focus on building up intersectoral action in the health 
fi eld, led by WHO.

 4. More support to health ministries attempting to engage with fi nance min-
istries and the IMF on the size of the health budget.

 5. Assured access to fl exibilities in expenditure planning (MTEF) for key 
recurrent costs (such as health human resources).



174 Sebastian Taylor and Michael Rowson

are real and must be confronted; but the notion that today’s aid-depen-
dent countries can, with the right macroeconomic framework and fairer 
trade rules, grow into fi scal independence within an ethically defen-
sible time frame is mistaken. The pragmatic reality, then, is that aid 
transfers are required if those who have benefi ted most from the past 
three decades of global market integration accept any responsibility for 
improving health equity on a global scale.

NOTES

 1. Even when the pandemic was widely acknowledged, “ODA support [for HIV/
AIDS] fl uctuated widely but without much upward trend” in part due to donors 
failing to respond to the epidemiological evidence (Attaran & Sachs, 2001).

 2. Full GBS funding remains relatively rare (approximately 5 percent of total 
current ODA) (Daniels, 2001; Morrissey, 2002; de Renzio, 2005); although 
GBS makes up a little over a quarter of ODA allocated in 2004–05 by the 
Strategic Partnership for Africa, specifi c country case studies have shown 
considerable diffi culties in implementation (Foltz, 1994; Schneider, 2005). 
One reason for diffi culties—and corresponding hesitancy on the part of 
donors—is the perception of weakness in recipient countries’ public expendi-
ture management (PEM) (DAC Task Force on Donor Practices, 2001). Donor 
nervousness is refl ected in the DAC advice regarding direct budget support 
(DBS). “Where commitment to social policies is not clear, donors may prefer 
to use NGOs or [invest in] project” (DAC Task Force on Donor Practices, 
2001). In other words, if donors do not like the recipient’s policy or perfor-
mance, they can throw the much vaunted processes of alignment and recipi-
ent aid ownership into reverse by reducing DBS and reverting to project aid, 
or even circumventing the government altogether. This exposes the profound 
ambivalence underlying support for increased recipient authority in the aid 
relationship.

REFERENCES

Acción International para la Salud & 19 other nongovernmental organizations (2005). 
A joint NGO statement to the High Level Forum on Health MDGs. WEMOS 
[online]. Retrieved from: http://www.wemos.nl/Documents/hlf_letter.pdf.

ActionAid International. (2005). Real aid: Making technical assistance work. 
Johannesburg: Actionaid International.

Addison, T., Mavrotas, G., & McGillivray, M. (2005a). Aid to Africa: An unfi n-
ished agenda. Journal of International Development, 17, 989–1001.

   . (2005b). Aid, debt relief and new sources of fi nance for meeting the Mil-
lennium Development Goals. WIDER Research Papers No. 2005/09. Helsinki: 
UNU World Institute for Development Economics Research. Retrieved from: 
http://www.wider.unu.edu/publications/rps/rps2005/rp2005–09.pdf.

   . (2005c). Development assistance and development fi nance: Evidence and 
global policy agendas. Journal of International Development, 17, 819–36.

Afrodad Zimbabwe & 25 other nongovernmental organizations. (2005). NGO 
Statement on Aid Effectiveness. United Nations Non-Governmental Liaison 



Global Financing for Health 175

Service [online]. Retrieved from: http://www.un-ngls.org/cso/cso7/NGO-State-
ment.pdf.

Africa Progress Panel. (2008). Africa’s development: Promises and prospects—
report of the Africa Progress Panel 2008 . London: Africa Progress Panel Sec-
retariat. Retrieved from: http://www.africaprogresspanel.org/pdf/2008%20
Report.pdf.

Ahmed, A., & Cleeve, E. (2004). Tracking the Millennium Development Goals in 
sub-Saharan Africa. International Journal of Social Economics, 31, 12–29.

Alesina, A., & Dollar, D. (2000). Who gives foreign aid to whom and why? Journal 
of Economic Growth, 5, 33–63.

Amprou, J., Guillaumont, P., & Guillaumont, S. (2005). Aid selectivity according 
to augmented criteria. No. 9. Paris: Agence Française de Developpement.

Arslanalp, S., & Henry, P. B. (2006). Policy watch: Debt relief. Journal of Eco-
nomic Perspectives, 20, 207–20.

Attaran, A., & Sachs, J. D. (2001). Defi ning and refi ning international donor sup-
port for combating the AIDS pandemic. The Lancet, 357, 57–61.

Bauer, P. (1981). Equality, the Third World, and economic delusion. Cambridge, 
MA: Harvard University Press.

   . (1991). The development frontier: Essays in applied economics. London: 
Harvester Wheatsheaf.

Berthélemy, J., & Varoudakis, A. (1996). Policies for economic take-off. OECD 
Development Centre Policy Briefs No. 12. Paris: OCED.

Beynon, J. (2001). Policy implications for aid allocations of recent research on aid 
effectiveness and selectivity: A summary. Joint Development Centre/DAC Experts 
Seminar on Aid Effectiveness, Selectivity and Poor Performers. Paris: OECD.

Bird, G., & Milne, A. (2003). Debt relief for low income countries: Is it effective 
and effi cient? The World Economy, 26, 43–59.

Boone, P. (1996). Politics and the effectiveness of foreign aid. European Economic 
Review, 40, 289–329.

Burnside, C., & Dollar, D. (2000). Aid, policies and growth. The American Eco-
nomic Review, 90, 847–68.

Cassen, R. (1986). Does aid work? Report to an intergovernmental taskforce. 
Oxford: Clarendon, for World Bank/International Monetary Fund.

Chenery, H. B., & Stout, A. (1966). Foreign assistance and economic development. 
American Economic Review, 56, 679–733.

Clemens, M., Radelet, S., & Bhavnani, R. (2004). Counting chickens when they 
hatch: The short-term effect of aid on growth. Working Paper No. 44. Washing-
ton, DC: Center for Global Development.

Collier, P., & Dollar, D. (1999). Aid allocation and poverty reduction. World Bank 
Policy Research Working Papers No. 2041. Washington, DC: World Bank.

Commission for Africa. (2005). Our common interest: Report of the Commission 
for Africa. London: Commission for Africa. Retrieved from: http://www.com-
missionforafrica.org/english/report/thereport/english/11–03–05_cr_report.
pdf.

Commission on Macroeconomics and Health. (2001). Macroeconomics and health: 
Investing in health for economic development. Geneva: World Health Organi-
zation. Retrieved from: http://www.cid.harvard.edu/cidcmh/CMHReport.pdf.

Congressional Budget Offi ce. (1999). Making peace while staying ready for war. 
CBO Paper. Retrieved from: www.cbo.gov.

Cooray, N., Gottschalk, R., & Shahiduzzaman, M. (2005). Will Japan increase 
aid and improve its allocation to help the poorer countries achieve the Mil-
lennium Development Goals? No. 243 Sussex: Institute of Development 
Studies.



176 Sebastian Taylor and Michael Rowson

DAC Task Force on Donor Practices. (2001). Moving to budget support. No. DCD/
DAC/TFDP(2001)11. Paris: Development Assistance Committee, Organization 
for Economic Cooperation and Development.

Dalgaard, C.-J., Hansen, H., & Tharp, F. (2004). On the empirics of foreign aid 
and growth. The Economic Journal, 114, F191–F216.

Daniels, D. (2001). A case study on the European Commission’s contribution to 
development assistance and health (DAH). CMH Working Paper Series No. 
WG6:7. New Delhi: WHO Commission on Macroeconomics and Health.

de Renzio, P. (2005). Increased aid vs absorptive capacity: Challenges and oppor-
tunities towards 2015. IDS Bulletin, 36, 20–27.

Easterly, W. (2003). Can foreign aid buy growth? Journal of Economic Perspec-
tives, 17(3), 23–48.

   . (2006). Planners vs. searchers in foreign aid. ADB Distinguished Speakers 
Program. Manila: Asian Development Bank. Retrieved from: http://www.adb.
org/Economics/speakers_program/easterly.pdf.

Easterly, W., Levine, R., & Roodman, D. (2003). New data, new doubts: Revisit-
ing “aid, policies, and growth.” Working Paper No. 26, Washington: Center for 
Global Development.

Economic and Social Commission for Asia and the Pacifi c, C. o. E. S. I. (2003). 
Health and development: Selected issues: Tackling HIV/AIDS as a develop-
ment challenge. Bangkok: UNESCAP.

Edward, P. (2006). The ethical poverty line: A moral quantifi cation of absolute 
poverty. Third World Quarterly, 27, 377–93.

Foltz, A. (1994). Donor funding for health reform in Africa: Is non-project assis-
tant the right prescription? Health Policy and Planning, 9, 371–84.

Friedman, M. (1958). Foreign economic aid: Means and objectives. The Yale 
Review, 47.

Führer, H. (1996). The story of offi cial development assistance: A history of 
the Development Assistance Committee and the Development Cooperation 
Directorate in dates, names and fi gures. No. OECD/GD(94)67. Paris: OECD. 
Retrieved from: http://www.oecd.org/dataoecd/3/39/1896816.pdf.

Gounder, R. (2001). Aid-growth nexus: Empirical evidence from Fiji. Applied Eco-
nomics, 33, 1009–19.

Griffi n, K., & Enos, J. L. (1970). Foreign assistance: Objectives and consequences. 
Economic Development and Cultural Change, 18, 313–27.

Gwatkin, D. R. (2005). How much would poor people gain from faster progress 
towards the Millennium Development Goals for health? The Lancet, 365, 813–17.

Hansen, H., & Tarp, F. (2000). Aid effectiveness disputed. Journal of Interna-
tional Development, 12.

Harms, P., & Lutz, M. (2003). Aid, governance, and private foreign investment: 
Some puzzling fi ndings and a possible explanation. Discussion Paper 246. Ger-
zensee: Hamburg Institute of International Economics.

Hermes, N., & Lensink, R. (2001). Changing the conditions for development aid: 
A new paradigm? Journal of Development Studies, 37, 1–16.

Hoebink, P. (1997). Theorizing intervention: Development theory and develop-
ment cooperation in a globalizing context. In T. van Naerssen, M. Rutten, & A. 
Zoomers (eds.), The diversity of development: Essays in honour of Jan Klein-
penning. Assen, Netherlands: Van Gorcum.

Hopkins, R. (2000). Political economy of foreign assistance. In F. Tarp (ed.), For-
eign aid & development. London: Routledge.

Howard, J. (2005). Statement to the UN ECOSOC special event on the food cri-
sis in Africa. In Partnership to cut hunger and poverty in Africa. New York. 
Retrieved from: http://www.un.org/docs/ecosoc/meetings/2005/docs/How-
ard%20Speech-%20Food%20Crises-%2027%20October%202005.pdf.



Global Financing for Health 177

Hurley, G. (2007). Multilateral debt: One step forward, how many back? Brussels: 
European Network on Debt & Development (EURODAD). Retrieved from: 
http://www.eurodad.org/whatsnew/reports.aspx?id=1234.

Independent Evaluation Group. (2006). Debt relief for the poorest: An evaluation 
update of the HIPC Initiative. Washington, DC: World Bank. Retrieved from: 
http://siteresources.worldbank.org/INTDEBTDEPT/Resources/ieghipcupdate-
evaluation2006.pdf.

Independent Evaluation Offi ce, I. M. F. (2006). The IMF’s role in the determina-
tion of the external resource envelope in sub-Saharan African countries: Issues 
paper for an evaluation by the Independent Evaluation Offi ce. Washington, 
DC: International Monetary Fund. Retrieved from: http://www.imf.org/Exter-
nal/NP/ieo/2005/ssa/eng/121305.pdf.

   . (2007). The IMF and aid to sub-Saharan Africa. Washington, DC: IMF. 
Retrieved from: http://www.imf.org/external/np/ieo/2007/ssa/eng/pdf/report.pdf.

International Development Association & International Monetary Fund. (2006). 
Heavily Indebted Poor Countries (HIPC) Initiative and Multilateral Debt Relief 
Initiative (MDRI)—status of implementation. Washington, DC: IDA and IMF.

Isopi, A., & Mavrotas, G. (2006). Aid allocation and aid effectiveness: An empiri-
cal analysis. WIDER Research Paper No. 2006/2007 Helsinki: UNU-WIDER.

Jamison, D. T, Breman, J. G, Measham, A. R, Alleyne, G., Claeson, M., Evans, 
D. B, Jha, P., Mills, A., & Musgrove, P., eds. (2006). Disease control priorities 
in developing countries. Washington, DC: Oxford University Press and World 
Bank. Retrieved from: http://www.dcp2.org/pubs/DCP.

Justice, J. (1989). Policies, plans, and people: Foreign aid and health development. 
Comparative Studies of Health Systems and Medical Care, 17.

Khan, H. A. (2003). The future of Japanese aid to South and Southeast Asia: A 
comparative analysis. CIRJE F-Series No. CIRJE-F-233. Tokyo: Faculty of Eco-
nomics, University of Tokyo.

Killick, T. (2004). Politics, evidence and the new aid agenda. Development Policy 
Review, 22, 5–29.

Leipziger, D., Fay, M., Wodon, Q., & Yepes, T. (2003). Achieving the Millennium 
Development Goals: The role of infrastructure. World Bank Policy Research 
Working Paper 3163. Washington, DC: World Bank.

Lensink, R., & White, H. (2000). Assessing aid: A manifesto for aid in the 21st 
century? Oxford Development Studies, 28, 5–18.

Lewis, W. A. (1955). The theory of economic growth. London: Allen & Unwin.
MacKellar, L. (2005). Priorities in global assistance for health, AIDS, and popula-

tion. Population and Development Review, 31, 293–312.
Mandel, S. (2006). Debt relief as if people mattered: A rights-based approach 

to debt sustainability. London: New Economics Foundation. Retrieved from: 
http://www.neweconomics.org/gen/z_sys_publicationdetail.aspx?pid=223.

Marcus, R., Wilkinson, J., & Marshall, J. (2002). Poverty reduction strategy 
papers (PRSPs): Fulfi lling their potential for children in poverty? Journal of 
International Development, 14, 1117–28.

Martin, M. (2004). Assessing the HIPC Initiative: The key policy debates. In J. 
Teunissen & A. Akkerman (eds.), HIPC debt relief: Myths and realities (pp. 
11–47). The Hague: Forum on Debt and Development (FONDAD). Retrieved 
from: www.fondad.org.

Mavrotas, G. (2003). Which types of aid have the most impact?, Discussion Papers 
No. 2003/85. Helsinki: World Institute for Development Economics Research. 
Retrieved from: http://www.wider.unu.edu/publications/working-papers/dis-
cussion-papers/2003/en_GB/dp2003–085/.

Maxwell, S. (2005). Exhilarating, exhausting, intriguing: The report of the Africa 
Commission. Development Policy Review, 23, 483–98.



178 Sebastian Taylor and Michael Rowson

Mazzotta, B. (2005). Revealed preferences in United States bilateral aid 1960–
2000. Master of Arts in Law and Diplomacy Medford: Fletcher School of Law 
and Diplomacy, Tufts University.

McGillivray, M. (2003). Aid effectiveness and selectivity: Integrating multiple 
objectives into aid allocations. No. 2003/71. Paris: World Institute for Develop-
ment Economics Research.

   . (2004). Descriptive and prescriptive analyses of aid allocation: Approaches, 
issues and consequences. International Review of Economics and Finance, 13, 
275–92.

McGreal, C. (2007, February 8). Chinese aid to Africa may do more harm than 
good, warns Benn. Guardian.

Michaud, C. (2003). Development assistance for health (DAH): Recent trends and 
resource allocation, prepared for Second Consultation, Commission on Macro-
economics and Health, October 29–30, 2003. Geneva: WHO. Retrieved from: 
www.who.int/entity/macrohealth/events/health_for_poor/en/dah_trends_
nov10.pdf.

Morrissey, O. (2001). Does aid increase growth? Progress in Development Studies, 
1, 37–50.

   . (2002). Aid effectiveness for growth and development. ODI, Opinions, 2. 
London: ODI. Retrieved from: http://www.odi.org.uk/publications/opinions/2_
aid_effectiveness.pdf.

Mosley, P. (1980). Aid, savings and growth revisited. Bulletin of the Oxford Uni-
versity Institute of Economics and Statistics, 42, 79–85.

   . (1981). Models of aid allocation process: A comment on McKinley and 
Little. Political Studies, 29, 245–53.

Mosley, P., Hudson, J., & Horrell, S. (1987). Aid, the public sector and the market 
in less developed countries. Economic Journal, 97, 616–41.

Mosley, P., Hudson, J., & Verschoor, A. (2004). Aid, poverty reduction and the 
“new conditionality.” Economic Journal, 114, F217–F243.

Most, S., & Van Den Berg, H. (1996). Growth in Africa: Does the source of invest-
ment fi nancing matter? Applied Economics, 28, 1427–33.

Neumayer, E. (2003). The pattern of giving aid: The impact of good governance 
on development assistance (vol. 34). London: Routledge.

Ooms, G., & Hammonds, R. (2008). Correcting globalisation in health: transna-
tional entitlements versus the ethical imperative of reducing aid-dependency. 
Public Health Ethics, 1, 154–170.

Ooms, G., Van Damme, W., Baker, B. K., Zeitz, P., & Schrecker, T. (2008). The 
“diagonal” approach to Global Fund fi nancing: a cure for the broader malaise 
of health systems? Globalization and Health, 4.

Organisation for Economic Co-operation and Development (OECD). (1998). 
Aid and private fl ows fell in 1997. University of Pennsylvania African Studies 
Center [online]. Retrieved from: http://www.africa.upenn.edu/Urgent_Action/
apic_71998.html.

   . (2004). Untying ODA: Progress Report 2004. Paris: OECD.
   . (2006). Monitoring the Paris Declaration on aid effectiveness. 

5. Defi nitions and Guidance. Accessed from http://www.oecd.org/
dataoecd/13/29/36306366.doc. Paris: OECD. Retrieved from: http://www.
oecd.org/dataoecd/13/29/36306366.doc;http://www.oecd.org/department/0,3
355,en_2649_15577209_1_1_1_1_1,00.html.

Organisation for Economic Co-operation and Development (OECD) Develop-
ment Assistance Committee (2006). Final ODA Data for 2005. Paris: OECD. 
Retrieved from: http://www.oecd.org/dataoecd/52/18/37790990.pdf.

Pack, H., & Pack, J. (1993). Foreign aid and the question of fungibility. The Review 
of Economics and Statistics, 75, 258–65.



Global Financing for Health 179

Quartey, P. (2005). Innovative ways of making aid effective in Ghana: Tied aid 
versus direct budgetary support. WIDER Research Papers No. 2005/58. Hel-
sinki: World Institute for Development Economics Research.

Rajan, R., & Subramanian, A. (2005). Aid and growth: What does the cross-coun-
try evidence really show? IMF Working Paper No. 05/127. Washington: IMF.

   . (2006). What undermines aid’s impact on growth? In Trade and Growth 
Conference, Research Department, International Monetary Fund. Washing-
ton, DC: International Monetary Fund. Retrieved from: http://www.imf.org/
external/np/res/seminars/2006/trade/pdf/rajan.pdf.

Ranis, G., & Stewart, F. (2001). HIPC: Good news for the poor? Helsinki: UNU-
WIDER.

Rostow, W. W. (1960). The stages of economic growth: A non-Communist mani-
festo. Cambridge: University Press.

Sachs, J. D. (2004). Health in the developing world: Achieving the Millennium 
Development Goals. Bulletin of the World Health Organization, 82, 947–52.

   . (2007). Beware false tradeoffs. Foreign Affairs [online]. Retrieved from: 
http://www.foreignaffairs.org/special/global_health/sachs.

Sandler, T., & Arce, M. (2002). A conceptual framework for understanding global 
and transnational public goods for health. Fiscal Studies, 23, 195–222.

Schieber, G., Fleisher, L., & Gottret, P. (2006). Getting real on health fi nancing. 
Finance & Development, 43.

Schneider, A. (2005). Aid and governance: Doing good and doing better. IDS Bul-
letin, 36.

Schraeder, P. J., Hook, S. W., & Taylor, B. (1998). Clarifying the foreign aid puzzle: 
A comparison of American, Japanese, French and Swedish aid fl ows. World 
Politics, 50, 294–323.

Snowdon, B. (2005). A global compact to end poverty: Jeffrey Sachs on stabilisa-
tion, transition and weapons of mass salvation. World Economics, 6.

Sobhan, R. (2005). Increasing aid for poverty reduction: Rethinking the policy 
agenda. IDS Bulletin, 36, 61–67.

Sowa, N. K., & White, H. (1997). An evaluation of Netherlands co-fi nancing of 
World Bank activities in Ghana, 1993–1996. The Hague: Ministrie van Buit-
enlandse Zaken.

Spinaci, S., Currat, L., Shetty, P., Crowell, V., & Kehler, J. (2006). Tough choices: 
Investing in health for development—experiences from national follow-up 
to the Commission on Macroeconomics and Health. Geneva: World Health 
Organization. Retrieved from: http://www.who.int/macrohealth/documents/
report_and_cover.pdf.

Stiglitz, J. (2002). Overseas aid is money well spent. Financial Times.
Sundberg, M. & Gelb, A. (2006). Making Aid Work. Finance and Development, 43.
Svensson, J. (2000). Foreign aid and rent-seeking. Journal of International Eco-

nomics, 51, 437–61.
Therkildsen, O. (2005). Major additional funding for the MDGs: A mixed blessing 

for capacity development. IDS Bulletin, 36, 28–39.
Thiele, R., Nunnenkamp, P., & Dreher, A. (2006). Sectoral aid priorities: Are 

donors really doing their best to achieve the Millennium Development 
Goals? Kiel Working Papers No. 1266. Kiel, Germany: Kiel Institute for 
World Economics.

Thomas, A. (2006). Do debt-service savings and grants boost social expenditures? 
IMF Working Papers WP/06/180. Washington, DC: International Monetary Fund. 
Retrieved from: http://www.imf.org/external/pubs/ft/wp/2006/wp06180.pdf.

United Nations Conference on Trade and Development. (2004). Economic devel-
opment in Africa: Debt sustainability: Oasis or mirage? New York and Geneva: 
United Nations.



180 Sebastian Taylor and Michael Rowson

   . (2006). Trade and development report 2006: Global partnership and 
national policies for development. New York and Geneva: United Nations. 
Retrieved from: http://www.unctad.org/Templates/Download.asp?docid=7183
&lang=1&intItemID=2068.

United Nations Development Programme. (2003). Human development report 
2003: Millennium Development Goals: A compact among nations to end 
human poverty. New York: Oxford University Press.

Voivodas, C. S. (1973). Exports, foreign capital infl ow and economic growth. Jour-
nal of International Economics, 3, 337–349.

Wick, P., & Shaw, J. (1998). The Côte D’Ivoire’s troubled economy: Why World 
Bank intervention failed. Cato Journal, 18.

Wood, A. (2006). IMF macroeconomic policies and health sector budgets. Amster-
dam: Wemos Foundation. Retrieved from: http://www.wemos.nl/Documents/
wemos_synthesis_report.pdf.

Working Group on IMF Programs and Health Spending. (2007). Does the IMF con-
strain health spending in poor countries? Evidence and an agenda for action. 
Washington, DC: Center for Global Development. Retrieved from: http://www.
cgdev.org/doc/IMF/IMF_Report.pdf.

World Bank. (2008a). Debt relief. HIPC Initiative, World Bank [online]. Retrieved 
from: http://go.worldbank.org/KNZR2IIQG0.

   . (2008b). Heavily indebted poor countries. HIPC Initiative, World Bank 
[online]. Retrieved from: http://go.worldbank.org/AJ50UJ3KI0.

World Bank & International Monetary Fund. (2006). Global monitoring report 
2006: Millennium Development Goals: Strengthening mutual accountability, 
aid, trade and governance. Washington, DC: World Bank.

World Health Organization/World Bank. (2003). High level forum on health Mil-
lennium Development Goals: Resources, aid effectiveness and harmonization.


