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1. Introduction

Developing countries, especially low-income countries, confront myriad, nearly
overwhelming health needs. The burden of infectious disease remains high, the HIV/AIDS
pandemic is in full force, and the onslaught of chronic diseases is growing. The promise
of primary care for all — the rallying cry of Alma Alta — has not been met and instead was
eviscerated to a shadow of itself — selective primary care. Erosion of terms of trade, oil
price shocks, rolling global recessions, high interest rates, and skyrocketing debt greatly
reduced domestic resources, eroded foreign currency reserves, and delivered developing
countries to the neoliberal disciplines of commercial, bilateral, and multilateral lenders in
the last decades of the 20th century. Under the stern austerity and privatization
prescriptions — structural adjustments — of the international financial institutions (IFIs) that
eventually consolidated developing country debt, developing countries were required to
disinvest in health and other social sectors, reduce their production of health professionals
and depress their wages, and neglect their health infrastructure and basic health systems.
In the wake of powerful economic forces and IFI mandates, developing countries,
especially low-income countries, have far too few resources to address their continuing
crises in public health, health care services, and health system capacity.

Galvanized by the AIDS movement, global health activists have succeeded in refocusing
global attention on the burden of disease in developing countries and on the need for
greatly increased resources from both domestic and donor sources. Although activists
have succeeded in the first rounds of advocacy in lowering drug prices, creating new
funding mechanisms, and refocusing health care delivery for certain priority diseases,
their efforts are thwarted at present because of key informational gaps and poorly
understood structural barriers. At present, because of incomplete and scattered
information, health activists are left with multiple questions, only some of which have been
answered and even then often in confusing and contradictory ways.
- How much money is needed for Universal Access to HIV/AIDS prevention,

treatment and care? For tuberculosis? For malaria?

How much is needed for newborn and childhood health and immunization? For

maternal health? For sexual and reproductive health?

How much more is needed for comprehensive primary health care prevention and

treatment for both infectious and chronic diseases?

How many resources are needed to build health education capacity and to train,

hire, and retain an expanded, equitably distributed, and diverse cadre of health

care workers that can deliver Millennium Development and other health goals?

How much money is needed to rehabilitate failed and failing health systems in

developing countries and how much is required in addition to build health

infrastructure including district and community-based health centers?

Even if health activists knew how much total money is needed for comprehensive health
services over the short, medium, and long term, other questions remain.

- How much are developing countries spending right now and how much more can
developing countries afford to pay from private and public resources, especially
the poorest countries and those with the highest disease burdens?

Even if developing countries committed a greater percentage of their government
budget to health and succeeded in collecting more tax revenue and even if they
risk-pooled public and private resources to equalize access to health care and to



avoid catastrophic out-of-pocket expenditure, could they realistically meet
minimum and then increasing standards of health care provision?

If not, what are the resulting financing gaps, globally and nationally, and what are
international donors doing to fill them?

Are rich countries committing adequate, sustained, and predictable donor
financing for health so that developing countries can plan and expand health care
capacity and implement high quality public health and health care services?

Are they committing high quality, long-term, and easily coordinated aid?

Are they giving in the right mix for general or health sector budget support, sector-
wide approaches, and program-or project-based health initiatives?

Are they building capacity for government ownership, planning coherence, and
operational sustainability?

Finally, even if activists knew how much money was needed and knew that donors were
going to fill predictable funding gaps with adequate, sustained, and coordinated
resources, there are concerns whether countries are going to be permitted to spend the
money to make needed investments in health. Or, pursuant to long-standing
macroeconomic policy prescriptions and advice, is the International Monetary Fund (IMF)
going to constrain both domestic and donor spending on health (and health-related
education)? More particularly:

Will the IMF cap spending or use fiscal deficit and inflation targets to offset

increased donor resources with reduced domestic expenditures?

Will the IMF continue to require diversion of resources to currency reserves and

debt reduction, thereby postponing immediate, needed investments in health?

One would think that answers to these questions and policy concerns would be readily
accessible, that the World Health Organization, the World Bank, and others would provide
robust analyses and updated figures on global health financing needs and funding gaps,
category-by-category and in total.' In addition, one would think that these entities would
act boldly to assist developing countries to develop complementary, bottom-up, and
needs-based estimates. Finally, one would expect that there would be good information
on donor resources for health and its subaccounts, as well as an analysis of whether
these donor resources are creating expansion and additionality of financial resources in
developing countries or whether substitution is occurring because of macroeconomic
constraints, budget caps, or other reasons. A few detailed papers have been written
including the WHO Commission on Macroeconomics and Health, Investing in Health for
Economic Development (2001)* and the World Bank, Health Financing Revisited (2006)?,
but even these more comprehensive reports fail to address all of the questions outlined
above. In sum, global institutions are not meeting advocates’ and decision-makers’
informational needs, though they have produced thousands of pages of disconnected and
incomplete analyses.

Because of this information gap, civil society activists who work on HIV/AIDS,
tuberculosis, and malaria, on child and maternal health, on sexual and reproductive

' The World Bank publishes periodic reports on health financing and on donor assistance for health, but
neglects to undertake rigorous analysis of resource needs that address both a minimal standard of health
services and the progressive realization of comprehensive health care for all. The World Health Organization
publishes occasional reports on funding needs for a minimal basket of care, for various priority disease
initiatives, and even for human resources for health, but neglects to aggregate and update those figures on
regular basis or to use such aggregated figures to set hard targets for resource expansion.



health, on human resources for health and health system strengthening, and on primary
health more broadly are struggling to understand the scope of financing needs and the
contours of the global funding architecture and its coordination, especially in resource
constrained settings. They need these figures and an understanding of institutional
arrangements so that they can advocate for adequate, sustained, spendable, and
coordinated financing for health. They need these figures so that they can try to make
sure that the major global health initiatives (GHIs) are responsive to both priority health
needs and to broader health system strengthening and that GHIs improve coordination
and simplify the global architecture so that the transactional burdens on developing
countries are lessened. And they need to understand the barriers to global financing for
health, including donor policies and IMF macroeconomic conditionalities.

This paper takes a small step in trying to outline partial answers to some of these global
health financing questions so that health activists will have at least ballpark estimates of
aggregate and specific health financing needs and a rudimentary understanding of the
emerging architecture of global health initiatives, donor assistance for health, and the new
coordinating entities and institutional players cluttering the global health scene. The paper
hopes to provide resources for advocacy and the means for greater coordination between
civil society groups currently active in UNAIDS, the Global Fund to Fight AIDS,
Tuberculosis and Malaria (Global Fund), Global Alliance for Vaccines and Immunizations
(GAVI), and the International Health Partnership and Related Initiatives (IHP+), UNITAID,
and the many other health activists from the North and the South who are working on
other global health initiatives, on domestic health financing needs, and on multilateral and
bilateral funding for health.

First the paper will document recent trends in health spending, particularly in developing
countries, and current levels of donor assistance for health. In addition, to discussing
aggregate amounts, the sources of funding, and the difference between commitments and
disbursements, the paper will discuss how donor assistance is dispersed and the quality
of this assistance. Second, the paper will identify developing country health resource
needs, projected funding and funding gaps, relying as much as possible on existing
estimates for attaining health Millennium Development Goals, HIV/AIDS, tuberculosis, and
malaria goals, maternal and newborn health goals, sexual and reproductive health goals,
and minimal densities of needed health care workers." Third, the paper will undertake a
critical assessment of global health financing by the World Bank, President’'s Emergency
Plan for AIDS Relief (PEPFAR), the Global Fund, the E.C., the U.K, and IHP+. Fourthly,
the paper will analyze unwise macroeconomic and monetary policies originating in the
International Monetary Fund (IMF) that are all too often accommodated to by compliant
officials and beneficiary elites in developing countries. In addition to discussing the basic
operational framework of the IMF and its macroeconomic assumptions that restrict more
expansive spending of domestic and donor resources in health, the paper will discuss the
programmatic impacts of IMF policies on actual spending of domestic and donor
resources and the resulting struggle to expand health care capacity and service delivery.
Finally, the paper will very briefly outline some of the funding-gap and anti-IMF campaigns
that are underway and the advocacy choices that health activists have for greater
collaboration and synergy in the collective effort to realize the human right to health.

" This paper does not address the financing needs for addressing the social determinants of health, the so-
called structural features of the global, national, and local economy that enhance or debilitate community and
individual health. These resource needs are likely to be an order of magnitude larger than the health care
service delivery needs discussed here.



2. Health Spending in Developing Countries — Squeez _ing Blood from a Rock

Although lip service is now routinely given to heal th as a basic human right and to
the urgency of multiple health needs in developing countries, actual spending on
health in developing countries remains anemic. Global health initiatives addressing
priority diseases and health needs (such as HIV/AIDS, tuberculosis, malaria, neglected
diseases, neonatal and child health including childhood immunizations, and maternal
health) continue to proliferate and have provided some additional money, but much less
attention and resources have been devoted to primary health care, sexual and
reproductive health, chronic diseases, and health system strengthening. Likewise,
although there are many new players and institutional arrangements in the field of global
health, the funding architecture and coordination mechanisms are fractured at best.

In 2004, the world spent over $4.1 trillion
dollars on health. * However, developing
countries spent only 12% of that amount,
roughly $480 billion, even though they
[~Low-income countries, 2% accounted for 84% of the global population

Middle-income and over 90% of the global disease burden.
/ countries, 10%

This picture, dismal as it is for the developing
world as a whole, was even worse for low
/ \ income and African countries. Low-income
| | countries had 56% of the global disease

'\ / burden but spent only 2% of health
resources, roughly US$80 billion, whereas

High_mwk / Sub-Saharan Africa, with 11% of the world’s
countries, 88% population and 24% of the global disease

burden, spent less than 1% of health
resources, just $27  bilion in total
Excluding South Africa, sub-Saharan countries
spent only $27 per capita on health, the lowest
in the world.®
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Total health spending in developing countries — as meager as it is — is drawn from public
resources, including social security, private resources, insurance and out-of-pocket
payments, and external or donor resources. All estimates of domestic spending
discussed in this paper are approximate because many countries lack accurate data on
health care expenditure, especially private sector and out-of-pocket expenditures. In
addition, with respect to external funding, some countries fail to account for project-based
funding from donors and non-government organizations that is frequently off-budget.

The time trend of poor country spending on health i S not encouraging. Over a
twenty year period there have been both dips and in  creases in public spending on
health as percentage of gross domestic product, but most low income countries are

mired below 3%. More recently, after a dip inthe m  id 90's, average public spending
on health, as a share of GDP, also increased modera tely from 2.5% to 2.9% between
1998 and 1995.°



Chart 1. Trends in Government Health Spending in
Low-Income Countries, 1985-2003
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Accordlng to the World Bank and WHO, in 2003,

Low-income countries spent less than 5% of their al
health, whereas middle- and high-income countries s

11% respectively.

Per capita health spending was only US$22 in low-in
almost US$3500 in high-income countries, 150-fold |

ready low GDP on
pent more than 6% and

come countries versus
ess. (Even after adjusting

for purchasing power parity based on differences in cost of living, rich countries
spend nearly 30 times more per capita than poor countries.)

The public shares of health spending decreased from 65% i
countries to approximately 50% in middle income cou

low-income countries.

Highly regressive, out-of-pocket spending accounts

n high income
ntries and to 29% in

for 92% of private

spending and more than 63% of total health spending in low-income
. - . . . 2
countries , and often results in catastrophic impoverishment.
Table 1
Rich in health
As countries become wealthier, they spend more publicly and less out of pocket.
(levels and composition of health expenditures in Work] Bank regions and income categories, population-weighted sverages, 2003)
Per capita health  Total health
Percapita  Por capita health  expenditures  expenditures
GOP expenditures (intemational (pement Social Out of
Regions {dollars)! {dollars)! dollar rte) of GDP)  Public®  security®  Private® Out of pocket® pocket®  External®
East Asla and Pacific 1.26T 23 276 51 315 428 62.5 527 0.9
Eastem Eumpe and Central Asla 2976 194 521 6.2 62.0 4318 38.0 B12 308 13
Latin America and the Carbbean 3,325 225 B35 60 40.3 331 50.7 TaT 36.8 11
Middle East and Maorth Africa 2360 1M 289 5T 474 228 526 B6.4 d45.4 1.1
South Asia 545 24 122 44 26.1 849 T34 858 T0.8 29
Sub-Saharan Africa 1] 38 116 52 40.8 4.4 58.2 801 474 14.8
Income levels
Low-income courlies 481 2 102 46 2 1.1 688 019 632 Tl
Lewer-middle-inoome oountes 1,650 a7 343 56 436 383 56.4 Bl 457 0.6
Uppar-middie-income countries 5,506 341 BIT G4 55.5 56.8 445 9.0 351 03
High-Income countries 30,811 3466 3427 10.7 4.8 433 352 5.0 201 0.0
Gilobal awmge 5960 602 752 6.0 429 28.0 5711 813 46,5 29
Sources: World Bank (2006) and World Health Organization (2006). pdjusted by purchasing power parities,
Note: Individual country averages are weighted by each coumtry’s population. As a IPamant of total health expanditures.
result, some numbares differ from those in Workd Bank (2006), in which slightly different APamant of public health expenditures.
weights are used for some of the data seres. SPasoent of private health expenditures.,
Hadjusted by exchangs rates.

Source °

The high proportion of out-of-pocket spending in sub-Saharan Africa is detailed below.
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It would be comforting to think that countries could simply reprioritize their government
spending, reduce out-of-pocket costs, and pay $34 per capita for the basic package of
health services set by the Commission on Macroeconomics and Health in 2001.' This
basic package would reduce child mortality by two-thirds, maternal mortality by three-
quarters, and greatly reduce the burden of communicable disease. However, the CMH
package did not include the costs of educating and training health workers, costs of
chronic diseases, and even bolder commitments such as Universal Access to HIV/AIDS
treatment, prevention, and care. Estimates of the cost for a revised basic package must
be increased up to $50 or more because inflation, new health system costs, new health
goals, and high disease burdens. However, the Chart below shows a range of low-
income African countries from the poorest to the least poor (still under $1000 income per
capita) and how far all of them were, in 2006, from meeting the now-too-low CMH target.’
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TABLEZ1 Average central government revenues, early 2000s

Total revenue
85 %o of GDP

Tax revenue
as % of GDP

Social security taxes
as % of GDP

Region

Americas

Sub-Saharan Africa

Eastern Europe and Cantral Asia
Middle East and North Africa
East Asia and the Pacific

Small Islands (population < 1 millian)
Income level

Low-income countrias
Lower-middle-income countries
Upper-middle-incoma countries

High-incoma countries

w00
197
167
62
166
320

177
14
%69
kik]

163
158
34
11
132
M5

145
163
ik}
265

23
03
B
03
05
28

07
14
43
11

Source: Gupta and others 2004,

Source’

One might hope that developing
countries could simply increase their tax
revenues to the levels accomplished by
richer countries (see side chart) and thus
be able to contribute more to health
spending. But in fact their taxing
capacity is challenged by multiple forces
including trade-related reductions in
tariffs, the high degree of informality in
their economies, weak tax enforcement
capacity, licit and illicit capital flight, and
continuous pressure from business
interests, domestic and international, to
keep taxes low so as to attract
investment.>’  As shown earlier, the
ability to risk pool by raising social
security taxes is extremely weak in poor
and African countries.?

As part of their effort to force developing countries to reprioritize health spending and to
reorder their budgets, civil society advocates, especially in developing countries, are
urging that African countries meeting their Abuja Declaration commitment to spend 15% of
their government budgets on health.® Unfortunately, by the end of 2005, only one African
country was doing so, Botswana, and even two years later only three African countries,
Botswana, Mauritius, and the Seychelles, were meeting their Abuja commitment.®
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Source: African Union. Progress Report on the lmplementation of the Plans of Actior
HIV/AIDS and Tuberculosis, Revised Final Dr
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December 2005



However even if poor African countries were to meet their full Abuja goal of 15% of
government budgets spent on health, all but a handf  ul would still fail to reach the

now out-of-date CMH spending threshold.
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Moreover, to meet the minimal CMH target, the poore st African countries would

have to spend almost all of their governmental budg ets on health!

Figure 3.1.2: Share of Public Spending Required to achieve Per Capita Public
Health Expenditure of $34

Figure 3.1.3 Share of Public Spending Required

to achieve per capita public health expenditure of $34
Source: WHO 2002 exciudes DRC, Miger and Ethiopia wherz share would nesd to excssd 100%

400

% ofbudget

Source®




Obviously the quantity and sources of domestic financing for health in poor countries is
not the only issue affecting health care capacity and service delivery. There are
bottlenecks in both planning and implementation capacity, corruption and inefficiency at all
levels, a lack of financial management and resource tracking, poor coordination between
national, provincial, and district levels, inadequate coordination of public, NGO/CBO/FBO,
and private sectors, and a host of other systemic issue. Underlying health systems —
health information, procurement and supply, laboratory, and quality assurance — have not
only not been modernized, they have been undermined by decades of disinvestment
occasioned by the structural adjustment policies of international financial institutions in the
1970’s, 80's and 90’'s. Health workers are poorly trained and poorly compensated and
often work in appalling and poorly provisioned work environments where they become
demoralized by their inability to alleviate the health burdens that their patients present.
Health services are inequitably distributed and concentrated in urban areas so that rural
and peri-urban populations are grossly underserved. Health, like many other services, is
distributed by politicians on a patronage basis to favored groups.

However, as great a problem as this domestic inefficiency and corruption is, it is simply
impossible for poor countries to deliver efficient health services without sufficient
resources. In fact, there may be a critical mass of funding needed to establish a platform
for achieving efficiency returns. Admittedly, there are countries that do better or less well
in terms of health outcomes with the same level or resources — even low-income countries
— but the low-income achievers are likely to be exceptions to the rule rather than simply
exemplars of good practice that can be translated unproblematically from one poor
country to another.

In sum, poor countries have higher disease burdens, largely because of poverty,
but fewer resources with which to respond; they hav e lower GDP per capita, a
smaller percentage of government revenue as a porti  on of GDP, and a relatively

smaller proportion of government spending be spent on health. This creates a
toxic brew of deep and persistent fiscal insufficie ncy and over-reliance on out-of-
pocket payments that the poorest of the poor simply cannot afford. Although it is

certainly clear that developing countries must incr ease their commitment to health
and spend their domestic resources more wisely, the y must also raise additional
resources through recapture of capital flight and m ore redistributive and efficient
tax collection, improve their terms of trade, and g row their economies more

robustly. ™ However, the simple truth is that low-income coun tries’ financing
capacity is still likely to be too constrained to m eet the myriad health services,
health workforce, health infrastructure, and health systems needs that they
confront.

Accordingly, it is important to analyze more closel y development assistance that is
being provided from outside sources, for health and other purposes, which will in
turn will give a basis for developing a gap analysi s and revamped demands for
increased, predictable, and sustained donor financi ng for health.

" There is a growing literature of proposals about how developing countries can increase their domestic
resources, but an analysis of this literature is beyond the scope of this paper.
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3. Development Assistance for Health — Anemic at Be st

According to World Bank estimations, development assistance for health (DAH: funding
for health, population, and nutrition) totaled only about $2.6 billion in 1990. Between 1996
and 1999, DAH averaged around $6.3 billion and rose to approximately $6.8 billion in
2000. In 2003, largely as a result of new priority disease initiatives, such as the Global
Fund to Fight AIDS, Tuberculosis, and Malaria (the Global Fund), the Global Alliance for
Vaccines and Immunizations (GAVI), the President's Emergency Plan for AIDS Relief
(PEPFAR), and the entry of major foundations and private philanthropy, such as the
Gates Foundation, DAH rose to nearly $10 billion. In 2005, DAH had risen again to
almost $14 billion.™

The latest figures from 2006 reported by the Intern  ational Health Partnerships and
Related Initiatives (IHP+) shows a rise in DAH to $ 16.7 billion. **  The Kaiser
Foundation, utilizing a different estimation for do nor funding for health (DFH) that
includes water and sanitation, reports that DFH ros e from $7.2 billion in 2001 to
$20.1 billion in 2006, of which $13.7 billion was f  or health and population and $6.3
billion for water/sanitation.  *2

FIGURE 4.3 Development assistance for health by source, 1997-2003 Figure Al
Development Assistance for Health by Source, 2000 and 2005
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Figure 7: New Sources of DAH, 2000 and 2006 *
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Share of ODA Commitments by Major These figures show a long term trend of

Sector, 2001 & 2006 increased DAH, much of which is

traceable to new GHIs. However, DAH is
R G pae also actually increasing its share of
[ ) 1w total development assistance over

L 52 ot time.  According to Kaiser (see side

o new | wowm chart), the share of health related donor

— i S aid has increased from 13% in 2001 to
: s nearly 16.6% in 2006." World Bank
estimates from a longer time period and
using DAH not DFH found that the portion
2001 2008 of DAH rose from 4.6% of ODA in 1990 to

nearly 13% in 2005.%°

Mote: Parcentsges may not ade io 100% due toroundng. Amounts in groes UGS commemers.
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Source®?

The table below shows the relative prioritization of health as a social sector by major
donors. The United States and European countries have been leading the way in
expanding donor assistance for health between 2001 and 2006, though still at levels
insufficient to reach MDGs.*

Table 2: Total ODA and Health®™ ODA by Donor, 2001-2006
Gross US$ Commitments in Billions

Total | Health | Total | Health | Total | Health | Total | Health | Total | Health | Total | Health | Total Health
United +14.4 +33
States 9.9 1.7 120 1.8 20.9 23 235 36 277 45 243 5.0 (146%) | (198%)
European +33.4 +4 .4
Countries 18.7 2.1 256 29 29.6 3.0 325 36 A7.6 46 521 6.6 (179%) | (207%)
European +6.8 +0.8
Commission 55 0.5 6.6 03 8.0 06 9.1 0.9 114 14 12.3 13 (125%) | (149%)
+4.1 32
Multilaterals 11.0 2.0 17 19 14.8 35 17.3 36 145 3.2 15.1 52 (37%) | {160%)
+6.8 12
Other 10.4 0.9 849 07 17.2 18 15.9 1.7 206 29 17.2 2.1 (66%) | (136%)
+$65.6 | +512.9
TOTAL $55.4 $7.2 | §64.8 $7.6 | $90.6 | $11.2 | $98.3 | $13.3 | $121.8 | $16.5 | $120.9 | $20.1 | (118%) | (179%)

*Health ODA aggregates three CRS sectors: (1) Health; (2) Population Policies/Programmes & Reproductive Health; and (3) Water
Supply/Sanitation.

Source™

External assistance plays a much greater role in he  alth sector financing in Africa
than in any other region, accounting for some 15 pe  rcent of all health spending on
average, in contrast to other regions where DAH acc  ounts for less than 3 percent of
health spending. Of the 23 countries where DAH comprises more than 20 percent of
health spending, 15 of them are African. Moreover, in Africa, external assistance
accounts for a much higher percentage of all external flows, nearly 55%, while in other
developing regions, worker remittances and foreign direct investment account for the bulk
of external flows and external assistance only 9%."° The chart below documents African
dependence on DAH.®
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EXTERNAL ASSISTANCE FOR HEALTH AS PERCENTAGE OF
TOTAL HEALTH EXPENDITURES, BY INCOME CATEGORY, 2006
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Kaiser has provided a fine-tuned breakdown of health, population, and water/sewerage
financing and the time trends of those sub-categories over time. These breakdowns
show that STD and HIV/AIDS control funding has grow n at the fastest pace, that
new investments in health training and health syste ms has been negligible, and
that family planning funding has actually decreased

Figurs

Contribution to Health ODA Growth by Major
Sub-Sector, 2001-2006

Figurs7

Health ODA Commitments by Major
Sub-Sector, 2006
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A relatively novel feature of DAH is its increasing

reliance on performance-based

funding. 4 New global health initiatives like, GAVI and the Global Fund, have shifted from
paying for inputs, i.e. a new health center, to paying for performance, i.e. so many
additional vaccinations. Performance-based funding directly links ongoing payments to
demonstrated progress in attaining pre-agreed performance measures. Examples of
performance based funding include output-based aid, results-based loan buy downs,
conditional cash transfers, provider payment incentives, vouchers, and performance-
based inter-fiscal transfers. Effective performance-based funding requires finding the right
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balance between predictable funding, especially at the start-up stage, and conditioning
further payment on the achievement of performance milestones. When well-conceived,
performance-based funding can alter incentives structures to promote experiments in
efficiency and service delivery and can also promote investment in system-level changes
needed to achieve better health outcomes.

The success of performance-based aid seems to be tied to: (1) having a relatively large
up-front payment, a relatively smaller portion for predetermined performance targets, and
an explicit payment formula; (2) having a manageable number of performance targets that
are tied to the realities of the recipient’'s baseline capacities; (3) a health information
system strong enough to reliably monitor results; (4) a focus on service and community
linkages at the local level; and (5) adequate management systems or readily available,
high quality technical assistance.™

Others are not as sanguine about performance-based financing especially in a complex
area like comprehensive primary health. Performance benchmarks frequently work for
single, measurable tasks, but are not appropriate for complex systems with multiple
interactions and many hard to quantify outcomes. The selection of performance targets
may result in the de-emphasis of less measurable targets that are equally important to
service equity and quality. Performance-based funding can also lead to manipulation of
outcome records, over-provision, and inequitable service delivery.*
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4. Qverall Development Assistance — Falling Flat

In assessing DAH, it is important to consider long-term trends in official development
assistance (ODA) more broadly. As shown in the left-hand chart below, ODA slipped in
real terms by 25% in the 1990's but recovered by 2003 where it again equaled the 1992

level in

real terms (but not per capita).™

In 2007, net aid disbursements were $103.7

billion, representing only 0.28% of the combined national income of OECD DAC Member,
an 8.4% fall in real terms as compared with 2006, following a previous 4.5% fall in 2006
from the all time high reached in 2005. (The 2005 peak resulted from extraordinary debt
relief for Iraq and Nigeria and special war assistance to Iraq and Afghanistan.) The OECD

calculates that, on the basis of current donor plan

promised amounts by about $38 billion.
Members is set forth | the right-hand chart below.

s, aid in 2010 will fall short of

> The aid performance of individual DAC

Chart 5. DAC Members' net ODA 1990 - 2007 and DAC Secretariat simulations

of net ODA to 2008 and 2010
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However, explicitly promised results between
ot 213 now and 2010 are only part of the story.
Previous estimates of donor funding needed
MDG FINANCING NEEDS, ODA . . .
DISBURSEMENTS AND ESTIMATED to achieve the 2015 Millennium Development
ODA PLEDGES. 20002015 . . . .

{Etibnes of curece dofars) Goals require financing far in excess of OECD
= “promises”.  In 2001, the United Nations
ot Report of the High-level Panel on Financing
180 | for Development estimated MDG-related costs
il of an extra $50 billion/year. Based on actual
i ODA, from 2000-2007, the cumulative shortfall
qo0 HIH
ol I LI amounted to $264 billion.'®* A more robust
el | | |57 2005 estimate, Investing in Development from
ol T the United Nations Millennium Project showed

oo aatn mzmm.gg.;;.:n.mr anoo—aooT; a much larger deficit by 2015, approaching
______ EmmpnmeEmde s | half a trillion dollars.  ODA, not all of which
goes to meeting the MDGs and which is not

Source: '___lN-T:Ts'l.Dsacrersﬁ?a-._‘calculaf?r!s_." _‘c::IonC_)[CD-I-':IS: . . .
e yet responsive to population growth, is way (_)ff
e R ey oo, ereincumentaotizrs | gchedule building a backlog of delayed social

Source: UNCTAD 2008

investments that threaten human development
and human lives (See side chart)*
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In addition to promises made to all developing countries, specific ODA promises have
been made to Africa. At the 2005 Gleneagles Summit, G8 leaders agreed to increase
annual ODA allotments to an extra $50 billion/year by 2010, and that $25 billion of that
increase would be committed to Africa. This commitment was reaffirmed during the G8
summits in Heiligendamm in 2007 and Hokkaido in 2008. Thus, the G-8 has promised that
ODA should reach at least $130 billion per year by 2010 (at 2004 prices and exchange
rates), of which over $50 billion, twice as much as before, would go to Africa.

gg:'foghfrica,excludingdebtrellelmeigerla,2001—200?, However’ eXCIUdIng debt re“ef’
and required increase to 2010 (billions of dollars) data for 2007 ShOW that bllateral
NetODAto Afcs s % ] T ODA to Africa has risen only
Cxtocig s w5 N 8 9%. Accordingly, between 2008
s and 2010, ODA to Africa will
o’ have to increase by over $6
5 . billion per year in absolute
terms to reach the $50 billion
target. Only about $4 billion of
this increase has so far been
. S e el programmed into donors’
simaliations up to 2010, 200 2002 2003 2004 2005 2006 2007 2008 2009 W

spending plans."

Source®’

Turning from donors’ stingy promises and paltry contributions to donors’ actual financing
capacity and respective fair shares, ODA as a percentage of rich country gross
national income (GNI) fell from its 1992 level, .33 %, to a low of .22% in 1997, briefly
up again to .33% in 2005 and now back to .28% in 20  07.%° All of these percentages are
well below the oft-promised UN target of .7% of GNI and the Millennium Project
projections of .54% needed to meet Millennium Development Goals. Additional data sets
below, concerning ODA from DAC members and non-members, show the most recent
individual donor trends.™

Table 2. DAC Members' Graoss Official Development Assistance in 2007 Table 3. Total Net ODA from non-DAC Denors (USD million)
2007 2006 2007
Memo : 2007
oDA oDA oDA Percent change 3003 2004 3005 2006 2007
USD million USD million USD million (1) 2006 to 2007 (1) ODA/GNI (%)
current current At 2006 prices and exchange rates
- 01 OECD Non-DAC
2 669 2123 2 2
e 1 i &4 Czech Republic 91 108 135 161 179 011
2032 2047 1828 107 Hungary 21 70 100 149 103 0.08
4119 3730 3766 Lo Iceland 18 21 27 41 48 027
iigs 1S e b Korea 366 423 752 455 699 0.07
o51 838 85/ 59
11408 12704 10315 455 Poland 27 118 205 297 363 0.09
13 087 12049 12326 23 Slovak Republic 15 28 56 55 67 0.09
SOL aza g 33 Turkey 67 339 601 T14 602 0.09
1192 1022 1070 48
42900 4003 3832 4.3 Arab countries
13 566 17 064 13 801 -191 Kuwait 138 161 218 158 110
376 201 334 15.0
P Saae e i Saudi Arabia 2391 1734 1005 2095 2079
25 iy et = United Arab Emirates 188 181 141 249 429
3728 2954 3350 13.4 Other donors
477 402 425 57 . N
oy wice e 16 C'hme';e Tatpei 421 483 513 514 013
1330 3055 3857 a5 Israel 112 84 95 90 1 0.07
1696 1657 1611 2.8 Other donors. 4 2 36 195 255
a1 13075 10354 208
22 601 24532 22111 99 TOTAL 3436 3712 3905 5172 5560
116 346 117 061 107 766 7.9
a) These figures include USD 68.8 million in 2003, USD 47.9 nullion in 2004, USD 49.2 million
n 2005, USD 45.5 million in 2006 and USD 42.9 mullion in 2007 for first year sustenance
12225 10678 10963 27 expenses for persons arriving from developing countries (many of which are experiencing civil
67 558 64743 60 538 -0.5 war or severe unrest), or individuals who have left due to humanitarian or political reasons.
81472 87216 76 505 123
34574 29 845 31261 a7
Note: The above table does not reflect aid provided by several major emerging non-OECD donors,
(1) Taking account of both inflation and exchange rate movements. as information on their aid has not been disclosed
Source: OLCD. 10 November 2008. Source: OECD. 10 November 2008
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The gross composition and focus of ODA has changed over time toward social
sectors in general and, as discussed above, towards health in particular 1% As seen
in the left-hand chart below, ODA has shifted its focus from economic development to
supporting social sector spending. As seen in the middle chart, the percentage devoted to
debt relief increased dramatically 2002-2006 but has started to fall back again. The
middle chart also reveals that the percentage of development aid fell during the time
period that debt relief increased. (One conclusion to draw from this comparison is that
debt relief has not in fact been fully additional, but that it was in fact partially offset by
reductions in projected increases in non-debt ODA. UNCTAD estimates this ODA offset
at 22-28%)."® The right-hand chart below shows social sector support for education and
water/sanitation has been shrinking while health care and government/civil society
capacity building has been increasing.

Chart 5.70

Chart 5.9 Chart 5.5
COMPOSITION OF TOTAL ODA COMPOSITION OF SOCIAL ODA BY

COMPOSITION OF DEVELOPMENTAL ODA
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Finally and more relevantly, we can look at
Figur the long term trends concerning the share
Shares of sector-allocable ODA for socialsectors, 1395-2006 (percentage) of DAH in overall ODA.Y Here, the share
for health and reproductive health
= Hln compared to other sectors has gradually
Hent increased over the past decade, but with
B+ repraducive heskh A .
. some slight percentage decllne_ between
adanttn 2002 and 2004. Education and
10 — water/sanitation, also relevant as structural
sectjandzety determinants of health, have fared less
5504 well, particularly in the early 2000’s. AIDS
r 4 activists are quite familiar with the

004 ,f correlation of HIV infection  with

educational attainment by girls and they
o are increasingly aware of the negative

300+

impacts of water insecurity on vulnerability
to HIV. Of course, the impact of clean
water and sanitation on childhood health is
even clearer.

1995 190 107 W WO9 2000 MO WM NG W04 NS M06  Source: OECDVOAC Secretatat

Although health aid has obviously grown more robustly than ODA in general, it is still
grossly insufficient to the funding needs that will be addressed more fully in a later section.
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However, before moving to that resource-need analysis, it would be helpful to describe
donor concerns about absorptive capacity and modalities by which ODA is delivered.

Donor concerns about so-called absorptive capacity are real but overblown. Donors
frequently raise questions about whether countries can make effectively use of expanded
aid flows, raising to macroeconomic, budgetary management, and service delivery
concerns (see chart below).*®

Table 12.3 Major Constraints to Countries” Absorption of Additional External Resources

Macroeconomic Institutional Physical and human Social, cultural, and political
Natianal government Debt sustainability  Maonetary and fiscal policy Administrative, management, and Stable national political institutions
Competitiveness instruments planning skills Powersharing mechanisms
Dutch disease Exchange rate management Training technicians and Social stability
sector specialists
Fiscal instruments and n.a. Public expenditure management: Sector management skills Cultural norms
allocative mechanisms Budget preparation and exscution  Connectivity and communications Weak institutions
Acecounting and auditing networks Power-sharing mechanisms
Service delivery and n.a Local govermment institutions Accessibility Cultural norms
local governments Private sector capacity Sanitation and water Ethnic, caste, and class relations
Roads
Geography
Local govermment skills and
capacity

Spwrea World Bank 2004a.
n.a. = ngt applicable.

Source®®

Although the macroeconomic concerns are largely overblown, there are legitimate
concerns in some instances that countries have insufficient human, physical
infrastructure, and management resources to effectively deploy large chunks of new
funding in the short-term. Indeed, weaknesses in health care capacity clearly affect
service delivery, which is why expanding the health workforce and strengthening health
systems and health management are so important.” (Note: incapacity in the public sector
provides a strong rationale for engaging with and enhancing NGO/CBO/FBO capacity.) In
addition to supply-side absorptive capacity constraints, in some circumstances there are
concerns whether there will be sufficient demand for services provided by newly funded
initiatives. Even though overcoming structural weaknesses and demand bottlenecks can
not be solved by funding alone, especially in the short run, absorptive issues are
susceptible to redress if they are directly addressed and targeted with front-loaded, high-
quality capacity building.

Aid Sources and Modalities.  The sources of ODA are changing over time. One change
has been the move away from multilateralism.*® As a result, about 70% of ODA is now
funded bilaterally and only 30% multilaterally. The most important channel for multilateral
ODA has been the European Commission. Another long term trend, undoubtedly more
advantageous, is that the percentage of grants versus loans has changed so that the
grant component is now 75%. The rate of granting is even higher in bilateral aid where it
now stands at 90%."° But the biggest change is the modality of aid that has moved
increasingly, and from the perspective of health activists perhaps prematurely, toward
direct budget support and greater control by governmental recipients.

w Incapacity in the public sector provides a strong rationale for engaging and enhancing NGO/CBO/FBO
health implementation capacity, but only in the short- to medium-term and not as a long-lasting substitution for
government service provision and stewardship.
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Forms of Direct Budget Support and Hierarchy
of Recipient Control

GENERAL BUDGET SUPPORT

SECTOR BUDGET SUPPORT

SECTOR-WIDE APPROACHES

BASKET FUNDING

The move toward direct budget support (DBS) emphasizes greater national ownership
and harmonization and alignment of donor aid with the priorities of recipient countries.?
The genesis of the shift was the UN Millennium Development Goals (2000), which was
operationalized thereafter through the Rome High-Level Forum on Harmonisation (2003)
and the follow-on Paris High-Level Forum on Aid Effectiveness (2005). DBS is typically
defined as a method of financing the budget of a recipient country through a direct transfer
of resources from an external financing agency to the national treasury of the recipient.
The transferred funds are managed pursuant to the ordinary budgetary procedures of the
recipient including its mechanisms for financial allocations, procurement, and accounting.
DBS modalities include untied general budget support (GBS), given with no strings
attached to be spent according to recipient priorities and processes, and sector budget
support, providing unrestricted funding toward a particular prioritized sector. A related but
slightly more fluid concept is sector wide approaches (SWAps) that can be funded by a
variety of methods, including earmarked funds for a sector, program, or project, and that
generally result from a more intense process of stakeholder collaboration.

A similar funding mechanism is basket funding, where resources from multiple donors are
pooled and disbursed to achieve a particular program outcome. The resulting pooled
resources may in some instances provide budget, sector, or program support to the
recipient government.  More commonly, however, basket or pooled funding is used
outside of government budgets and procedures and thus is not truly a form of direct
budget support. Such pooled funds often play the role of an intermediate step, where
donors are not able or willing to put money directly into the sector or general budget
support. Alternatively, donors may view the pooled fund as more results-driven, effective,
and monitorable. Such pooled funds could be used to support sector-wide approaches or
thematic programs. For non-budget-support pools, separate project management units
are contracted to support the implementation and administration of projects or programs.
However, since they run parallel to country institutions and systems, they can undermine
national capacity development, distort public-sector salaries, and undermine
accountability.
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Budget support is the most government friendly mechanism for delivery ODA. It allows
control of policy and ownership of implementation by governments; it promotes
harmonization by avoiding certain planning, implementation, tracking, and monitoring and
evaluation duplications; and builds domestic capacity by relying almost exclusively on
local experts and managers.”> However, there are risks in budget support as well,
including non-transparency, corruption, non-accountability, non-prioritization of health, and
non-participation by civil society. An undemocratic, dysfunctional, or corrupt state can
reward cronyism, local elites, and favored groups at the expense of health and other
services more broadly. Civil society is rightly concerned about the move to general
budget support for governments that have been resistant to the involvement of civil
society as policy participants and implementers. Civil society is also justly suspicious of
DBS when governments are uncommitted to health or when they actively discriminate
against vulnerable populations in both policy and services.

There is also some evidence that there might be grater substitution effects with general
budget support that goes directly into the national treasury than with sector budget
support.?* There is even broader evidence, however, that project/program funding is not
subject to the same IMF macroeconomic constraint paradigms as is budget support.?

e —— According to the World Bank, general budget and
Peroentange of aid recorsd on budget, 2005 and 2007 sector program support rose as a percentage of total
1o ODA commitments from 8% in 2001 to 11% in
2006.° However, according to the 2009 OCED
Better Aid Survey, the percentage of budget support
o has grown even more to at least 22% of all ODA at
least in the 55 participating countries.?® But as the
chart on the left shows, 52% of donor aid is still off
budget. Countries report that estimating project aid
and common basket aid is still difficult.

et tor 2040 (E5e5)
£l }
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The clear, long-term trend is away from the delivery
of aid through fragmented, donor-managed, and off-
budget “projects”, many of which are not sustainable.
There is a greater interest in poverty reduction,

policy-based partnerships, and strengthening
. national governance institutions and processes.
3 Unfortunately, some donor countries’ national

16%

35%

n n n
10 2 k)] 4
Percent of aid given as nonproject aid

legislation makes supporting the new aid architecture
difficult. Annual budget cycles, procurement rules,
and other restrictions prevent greater reliance on
direct budget support. Once again, the U.S. trails
other donors. A September 2007 OCED report
found that out of 25 major donors, few countries
gave less non-project aid than the US. While the UK
gave2441% and the EC 31.5%, the US gave less than
4 %.
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5. Quality Concerns about Official Development Assi

stance

It is certainly beyond the scope of this paper to discuss wholesale critiques and reviews of
ODA. Nonetheless, there are some persistent criticisms that are of direct concern to

health activists that | will discuss briefly.
aid/technical fragmentation,

impac

assistance,
t 19,23,24,25,26,27,28,29,30,31,32,33

Volatility and Uncertainty
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These include volatility, duration, tied
conditionality, and limited on-the-ground

A key issue in aid is volatility — ups and downs
over time and the impacts of those ups and
downs on both programming and delivery.’* A
second issue is uncertainty — whether donor
promises are met by actual disbursement. The
first chart on the left outlines volatility over the
last two decades and demonstrates high rates
of volatility even when debt relief is
disaggregated. Percentage changes in net
disbursements can go up and down by as much
as 20%. Some researchers estimate that official
aid flows are 4 to 5 times more volatile than
developing countries national incomes. This
volatility can diminish the true value of aid to
recipient countries by nearly 25%.%  Even
worse, a great deal of this volatility is pro-
cyclical, meaning that donors pay less in
recessions — exactly the time that developing
countries are struggling with reduced revenues.
The second chart on the left shows the gross
amount each year of false promises — the critical
difference between commitments and
disbursements. Here shortfalls can be over $9
billion in a single year and the percentage of
shortfalls can range from a rare low of 2% to a
high of 11%. Moreover, aid uncertainty has
increased since 2002.

The Paris Declaration called on donors to
provide reliable commitments of aid over a
multi-year framework and to disburse aid in a
timely and predictable manner according to
agreed schedules. Indicator 7 measures the
gap between aid scheduled and aid effectively
disbursed and recorded in country accounting
systems. As can be seen on the chart on the
left, donors are slow in reaching target levels of
in-year predictability of aid flows.
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Duration

The concept of duration, as used here refers to two issues. The first issue is whether
commitments are made on a multi-year basis so that mid-range and long-term planning
can be undertaken and so that needed investments can be made in recurrent costs. The
second issue is whether commitments will be sustained over the long haul, especially for
poor countries that cannot, in the foreseeable future, create sufficient fiscal space to be
able to rely on domestic resources alone for their needed investments in health and
human development. With respect to the first issue, for far too long, aid disbursements
have been made on very short two- or even one-year budgeting cycles. When combined
with a history of volatility, this short-term assistance is viewed as risky to invest in system
building and long-term recurrent costs, for example in training and hiring health workers.
Instead, one-off investments are made with short-term aid, often for equipment and one-
time training costs where the equipment falls into disuse because of a lack of money for
maintenance and supplies and the off-site training is often forgotten under the workplace
grind of persistent practices. With respect to the second issue, sustaining aid over the
long haul, the World Bank and the IMF in particular like to talk about sustainability in
another way — as if the fickleness and unreliability of donors is a given, meaning the
developing countries must be prepared to take on donor funding programming as quickly
as possible under their own, hopefully expanding, fiscal space.? This paper, and the
companion paper by Ooms,* talks about “sustained” financing in a different way, as the
long-lasting, solidarity-based financing of needed health investments by rich countries out
of their greater wealth. It is subsidization over the long-haul in order to achieve the human
right to health, Universal Access, and other health goals including MDGs.

The TA’s: Tied Aid and Technical Assistance

Tied aid is aid that must be spent on
i o000 ) he purehass of US doods and sanices commodities and service providers
SRR NS S originating from the donor country. The
- = untying of aid has been considered a
Pl [ Toh key element in making ODA more

w | — effective both in terms of allowing
e ‘4._;«,% developing countries to set their own
At " priorities and make their own sourcing
o] o decisions, especially where spending

! Fm I ODA _domestically might have a
8 Theebetens NS multiplier effect on the local economy.
_ 4 Bilateral aid from European countries
b h has becqme _substantlally_less tled_ since

el - 2001. Historically, U.S. bilateral aid has
MQ‘E‘Q??ES a been highly tied. For example, as
Swegan |14 shown in the first chart on the left, of the

Il et ‘ ‘ ‘ ‘ ‘ $2.6 billion-plus in aid that the US for

! 1 1 i i 0 2005, only 7% was untied compared

Percant of ODA that s tied fothe purchase of natonal goos and services against a donor average of 829%.%*

However, recent reports show a
Source™ dramatic increase in untied aid from the

U.S., up to 74% in 2007.%
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Related to the issue of tied aid is the issue of technical assistance. The amount of
technical assistance is truly astounding with nearly 33,000 free standing TA activities in
2006 alone.” Technical assistance has not only risen from 21% to 26% of ODA between
the 1970's and the 2000’'s, but a stinging critique says that technical assistance can best
be described as consisting of “unsolicited, overinvoiced, and impractical advice. Most of
this money never crosses the border to developing countries. It is simply recycled back to
rich nations through the salaries of expatriate consultants with very limited capacity
building impact in developing countries.”® Characteristically, the US spends a higher
proportion of its aid on international TA than any other donor — 56% in 2006 (down from
68% in 2005). According to Oxfam, “the bulk of that funding goes to US consultants
whose real expertise is often knowing how to adhere to complex US procurement and
administrative procedures rather than having knowledge of context, experience in the
field, language skills, or a long-term poverty reduction orientation.”**

Fragmentation

The proliferation of aid channels, its fragmentation into smaller and smaller grants, and
the high degree of earmarking (now nearly 50% of funds from multilateral channels) all
increase the complexity and reduce the efficiency of ODA. The average number of
donors per country was 30 in 2006 and there are over 230 international organizations,
programs, and funds in operation.*®

The average size of donor-funded activities
is only $1.7 million, having decreased
' substantially over time. Fragmentation is
{USS million, 2005 prices) paradoxically higher in low-capacity recipient
B0 countries than in high-capacity, presumably
’ because donors are only willing to support
15 smaller projects. Donor proliferation and
00 fragmentation are particularly intense in the
i health sector where more than 100 major
— ; organizations are at work. This complexity
' greatly increases transaction costs for both
000 recipients and donors, detracting from actual
implementation. “Managing aid flows from
many different donors is a huge challenge
100 for recipient countries, since different donors
0 usually insist on using their own unique
L HO0 AT MR O3 OJ0M4 EOOSJ00E processes for initiating, implementing, and
monitoring projects.  Recipients can be
overwhelmed by requirements for multiple
project audits, environmental assessments,
procurement reports, financial statements,
and project updates.”

Souirce; (25 (hnfing (fable 1)

Source™

Conditionality

Many argue that lending by the international financial institutions, donor aid, and the
provision of official debt relief should be linked to certain conditions aimed at preserving
financial integrity. However, the type and scope of the conditionality actually applied goes
far beyond fiduciary surveillance and under the auspices of international financial
institutions addressed such issues as macroeconomic and monetary policy, privatization
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and free trade, liberalization of financial markets and capital flows — what collectively
came to be called structural adjustment. This conditionality has come under growing
criticism over the years, not only because of its deflationary and anti-growth bias, but also
because of the proliferation and widening scope of the conditions. More recently,
conditionality has extended beyond mere economics, entering into the arena of
governance and democratization. Nonetheless, so-called poverty reduction strategies still
typically entail old-fashioned macroeconomic policies and structural reforms that strongly
resemble the prescriptions of previous structural adjustment programs. These issues will
be discussed more extensively in section 7 below

In addition to these major forms of conditionality, there are other donor-specific conditions
affecting what they will pay for, especially with respect to vertical projects and programs.
For example, PEPFAR has been reluctant to pay for recurrent costs in the public sector.
Some donors will buy equipment but not supplies or technicians to operate and maintain
the equipment. Most donors still have idiosyncratic auditing and monitoring/evaluation
conditions. These conditions not only impose transaction costs, they can also leave a
uncoordinated patchwork of funded activities where the whole may be far less than the
sum of the parts.

Limited Impact on the ground

According to a Brookings Institute researcher, “Last year, less than half of the total (i.e. $
48 billion) was actually available to the developing world to spend on their long-term
development needs. The rest went into debt relief (much of which would not have been
paid anyway, based on past track records) and other non-programmable items such as
technical assistance, food aid, humanitarian relief and donor administrative costs. And
studies suggest that half of the amount that is made available does not reach the intended
beneficiaries, but leaks out within aid recipient countries. That leaves only $24 billion that
potentially affects the lives of the 1 billion poor in this world.”®

Additional studies of the effectiveness of health aid in terms of reaching the ground are
equally problematic:***®

There is limited hard data to make an analysis of the share of resources flowing to
sub-national levels within the health system. Nevertheless, the WHO cites data
showing for instance that in Senegal, “only 20% of total health expenditure is utilized at
the operational level'i2. Similarly, a WHO study found that in Malawi, funds for primary
level health care are channelled through district hospitals, “where they are often
diverted from their original allocation”. Another study for the World Bank found that of
the sums officially allocated for health services at the operational (subnational) levels,
there was leakage on the way from the centre of about 40% of the non-salary budgets
in Tanzania and up to 80% in Ghana. Furthermore, 70% of the drugs and supplies
budget suffered a similar fate in Uganda. This implies that whatever the official level of
funding for sub-national levels, it is perhaps even more important that most or all of it
gets to where it is needed. *°
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6. Additional Health Resource Needs, Projected Funding, and Fundi  ng Gaps

Trying to compile information on resources needed to expand health care provision in
developing countries is a nightmare. It's not that there have been no prior studies. There
have been macro-studies purporting to detail overall health spending needs and there
have been disease-specific estimates focusing on scaling-up a particular response. And,
there have been costing studies on expanding human resources for health so that needed
services could actually be delivered. But, the overlaps, gaps, and inconsistencies in these
reports make it hard to know how much money is actually needed over what period of
time to reaching Millennium Development, Universal Access, and other health goals.
Likewise, there are complementarities and positive synergies between meeting certain
health needs reduced prevalence and resource needs for other diseases. For example,
improved treatment of HIV reduces the incidence of TB, and good family-planning
services reduce demands for PMTCT. When these complementarities occur, health
spending is even more cost effective and total resource needs may decrease.

Past estimates of global health needs, surveyed by the World Bank in its 2006 Report,
Health Financing Revisited, were summarized as follows:

An early World Bank study estimated that the additional health aid required to
meet the health goals is about $25 bilion a year. The Commission on
Macroeconomics and Health of the World Health Organization estimated that an
additional $40 billion to $52 billion would be needed annually until 2015 to scale up
the coverage for malaria, tuberculosis, HIV/AIDS, childhood mortality, and
maternal mortality (Kumaranayake, Kurowski, and Conteh 2001). A third study
estimated that between $25 billion and $70 billion of additional spending is needed
to bring poorly performing countries up to the level of high performers (Preker and
others 2003). A more recent estimate by the United Nations Millennium Project
estimates that an additional $30 billion to $50 billion would be required for the
health Millennium Development Goals (UN Millennium Project 2005). All of the
studies acknowledge the need for additional investments, particularly for scaling
up access to essential health services (Wagstaff and Claeson 2004).

Each of these estimates had its own peculiar definition of which essential health services
were to be delivered and which costs were included and excluded. Without going into too
much detail, these studies did not take into account more ambitious health goals such
Universal Access, nor did they cost needed investments in health workforce expansion,
health system strengthening, and health infrastructure, nor did they cost responses to the
growing prevalence of chronic diseases, nor did they truly cost comprehensive primary
care and public health promotion at the community level.

Contrasted with these incomplete but global estimates are series of costing estimates for
individual diseases. The value of these studies is that they are more detailed about what
they do and do not cover and they incorporate more recent and ambitious goals for a
comprehensive response to priority health needs. But here again, there is some
confusion about whether the studies truly include the costs of training, hiring, and retaining
an adequate workforce to deliver the expanded services. An additional problem is that for
some diseases, resource needs estimate fluctuate wildly, most dramatically in the case of
resource needs estimates from UNAIDS as documented further below. Nonetheless, to
help establish an aggregate ballpark figure it will be useful to catalogue disease-specific
resource need estimates.
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Malaria

A 2007 study of resources need for comprehensive malaria control goals found that a total
of $38-$45 billion would be required between 2006 and 2015.3" The average cost during
this period was $3.8 to $4.5 billion per year. Costs in Africa per year would range on
average from $1.7 to $2.2 depending on certain assumptions and from $2.1 to $2.4 billion
outside of Africa.

Table 1. Estimated costs for scaling up malaria control interventions, 2006-2015

Year Estimated cost (US$ billion)
Pessimistic scenario Dptimistic scenario

Africa Asia, Oceania, Americas Total Africa Asia, Oceania, Americas Total
2006 1.689 1.842 351 1.6711 1.835 3506
2007 1.774 2,045 3819 1.686 1872 3658
2008 1.854 2018 3872 1.657 1.857 3514
2009 2076 2.440 4516 1.724 2.159 3.883
2010 1.991 2.7263 4254 1.576 1932 3508
2011 2.151 2.338 4.489 1.687 18973 3.661
2012 2575 2.760 5335 1.990 2389 4.380
2013 2.445 2.497 4942 1.797 2.0492 3.889
2014 2.362 2430 4.792 1.662 2.000 3.662
2015 2.700 2.960 5.660 1.957 251 4.468
Total 21.617 23.593 45.210 17.407 20.720 38.129
Averagelyear 2.162 2.359 4521 1741 2072 3313
Percent 47.8 52.2 1o0 45,7 54.3 100

Source®’

These estimates have grown according to more recent studies®3°“° and were $5.4 billion

in 2007. Since only $1.5 billion was spent (chart below right), there was a $3.9 billion gap
that year. Future malaria resource needs estimates (chart below left) grow from $5.3
billion in 2009 to a peak of $6.2 billion in 2010, and then average $5.1 billion between
2011 and 2020. Africa and Asia need the bulk of the funding.

Figure IL.19: Annual costs by region Figure 1.5: Current sources of funds spent on malaria
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Internatlonal fund|ng for malarla prevent|0n Figure I.6: Evolution of international funding disbursements for malaria
and treatment has grown from just $249 | ussmikn

million annually in 2004, to an estimated |™* i
$1.1 billion in 2008, based on estimates C
from the Global Fund, the World Bank, the | ™ L ]
President’'s Malaria Initiative and USAID. . —

As the chart above right shows, |™ w .
international assistance now pays for —

nearly 47% of malaria funding, while 19% | ™

comes from households and 34% from - .

government. Individual governments and R 2008 2o 207
multilateral organizations have increased SRl W i (SR i
thelr pledged funds and Other dona’tions for Seurce: World Malaria Report 2008. Geneva, World Health Organization, 2008 (Government, UN Agencies, Bilaterals, EU); GFATM
m al a.rl a. website; PMI operational plans; USAID website; World Bank Booster Program (see appendix on methodology).

In April 2008, Prime Minister Gordon Brown announced the U.K.'s pledge to donate 20
million bed nets. In July 2008, the U.S. enacted authorizing legislation that could increase
US malaria funding to $ 5 billion over the next five years, approximately $1 billion/year.
The World Bank is preparing Phase Il of its Booster program with an aspirational lending
target of approximately $ 1.2 billion for sub-Saharan Africa. In addition, the World Bank
has recently approved over $200 million to support India’s efforts against malaria. Finally,
Round 8 at the Global Fund tripled and nearly $1.4 billion of the $2.75 billion approved will
be spent on malaria over a two year period, representing a tripling for malaria.

Thus, donor assistance for malaria could begin to reach $2.5 billion a year. When internal
resources of nearly $.8 billion from households and governments are added,
approximately $2.8 billion will be available for malaria treatment and control.
Nonetheless, there is still a 40% gap of $15 billion between 2009-2015 resources needs
of approximately $38 billion and projected malaria funding of approximately $23.1 billion.

Malaria Resource Needs, Funding, and Gap 2009-2015
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Tuberculosis

The total cost of the Global Plan to Stop TB 2006-2015 is $56.1 billion, $44.3 billion of
which was for countries’ needs. At the time the Plan was adopted, the Stop TB
Partnership projected a probable funding gap of $22.5 billion, shown on an annual
estimated basis in the right-hand chart below. (Note: total implementation needs are
somewhat higher at $47.2 billion).**

b Funding and funding gaps
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The Stop TB estimation of the 2006-2015 funding gap was based on questionable
assumption that donor and Global Fund funding would remain flat, that Global Fund
funding would eventually peter out, and that other donors would not significantly increase
their TB funding. Instead of relying simply on projections, we have some data points on
actual TB spending that we can analyze. According to the WHO’s 2008 TB Report,

Available funding for TB control in 2008 peaked at US$ 3.3 billion across 90 countries (with
91% of global cases) that reported data, up from less than US$ 1 billion in 2002.
Nonetheless, these same countries reported funding gaps totalling US$ 385 million in
2008... . The gap between the funding reported to be available by countries and the
funding requirements estimated to be needed for the same countries in the Global Plan is
larger still: US$ 1 billion. This is mainly due to the higher funding requirements for
collaborative TB/HIV activities, management of MDR-TB and ACSM in the Global Plan,
compared with country reports.42

More recent calculations show a funding gap of $1.2 billion in 2009 above and beyond the

$3 billion made available for tuberculosis control spending figures 94 reporting countries.*

Total TB Control Costs in 88 Countries
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Most of the funding made available for TB
control (87%) in 94 reporting countries is
provided by national governments, with 9%
provided by the Global Fund and 4% by other
donors. Across high-burden countries
(excluding Russia and South Africa),
governments covered approximately 70% of
total costs of TB control whereby the Global
Fund covered 19% and other donors 11%.
There are additional new calculations on the
R&D gap for tuberculosis, but those are
excluded from this analysis.
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The prospects for growth in TB funding seem strong both because TB was allotted $4
billion over four years in the PEPFAR reauthorization and because Global Fund approvals
for TB increased somewhat in Round 8. It seems clear that the resource gap for TB has
closed significantly over that projected by the Global Plan to Stop TB, though some TB
activists are estimating that the costs of the Global Plan have also increased because of
higher costs for MDR and XDR TB control,* for joint HIV/TB control,*> and for research,
arguing that the 2009-2015 total need is $44 billion for TB control, not just $38 billion, and
that another $14 billion is needed for R&D. A rough estimate of the funding gap ranges
between $15-21 billion between 2009 and 2015 (not counting R&D), based on an
assumption that annual funding from domestic and donor resources will rise to $4 billion
per annum, nearly twice as much as that predicted by the Global Plan:

TB Control Resource Needs, Funding, Gaps
2009-2015
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Source: Author’s Calculations

HIV/AIDS

Funding for HIV/AIDS has experienced the most dramatic scale-up over the last decade,
increasing from approximately $300 million in 1997 to 10 billion in 2007.

Figure 2
Total annual resources available for AIDS 1986 - 2007
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In 2007, UNAIDS prepared a comprehensive, but ultimately somewhat confusing estimate
of resource needs estimates for HIV/AIDS between 2007 and 2015.* This Report
featured three different funding scenarios, one based on the current pace of scale-up, a
second based on delaying scale-up to Universal Access until 2015 called Phased Scale-
Up, and a third based on the 2005 global commitment to Universal Access by 2010."

Figure 3

Two Scenarios to reach universal access by 2010 or as a phased scale-up
compared to the projected trends if current scale-up rates continue in
132 low- and middle-income countries, 2008-2015."
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A more detailed breakdown for 2009-2010 showed the different component costs of
Universal Access and Phased Scale-Up:

Table 1: Financial Resources Needed for HIV Services by Scenario (US$ Billion)

Universal Access by 2010 2009 2010 2015
Prevention 114 151 15.4
Treatment and Care (including palliative care) 10.8 154 227
ove 24 4.4 4.5
Program Costs 5.0 6.1 10.1
Prevention of viclence against women 0.6 1.3 1.3
Total 30.2 422 54.0
Ranges (24.7-36.1) (31.9-51.4) ( 44.6-63.3)
Phased Scale-Up Towards Universal Access 2009 2010 2015
Prevention 92 11.9 154
Treatment and Care (including palliative care) 7.4 9.2 19.3
ove 1.8 25 4.5
Program Costs 3.6 4.4 89
Prevention of violence against women 02 0.4 1.3
Total 222 284 49.5
Ranges (18.1-26.5) (21.5-34.6) (40.9-58.1)
Source*®

Confusingly, in February of 2009, UNAIDS issued another report titled, What Countries
Need: Investments Needed for 2010 Targets.*” In this report, UNAIDS introduced a new
concept of Universal Access — not Universal Access defined as access to comprehensive

¥ This estimate has some overlap with TB becau$#\#fTB co-infection?
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prevention, treatment, and care, but small-cap universal access defined by a bottoms-up
process of country-defined targets whereby each country reaches its own specific
program targets at a different time. Pursuant to this new methodology, resource needs for
2009 and 2010 dropped dramatically by over a third from Universal Access and by a tenth
from Phased Scale-Up.

Table 1: Investments needed for HIV services in 132 low- and middle-income
countries (US$ billion)

Country-defined targets 2009 2010
Prevention 2.0 116
Treatment and care (including palliative care) 5.5 7.0
Orphans and vulnerable children 1.7 2.5
Programme support costs 3.4 7
Prevention of violence against women 0.2 0.3
Total 19.8 2521
Ranges (16.2 - 23.7) (18.9 — 30.5)
Source®’

Despite its under-explained recalculation of Universal Access, the 2009 Report does
provide more accurate estimates of funding between 2005 and 2008, showing that a new
threshold of $13.8 billion has been reached in 2008. This chart also reports the sources
of funding over this time period documenting dramatic growth in both domestic and
bilateral funding, most of the latter presumably from the U.S. PEPFAR program.
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Since the recent reduction from Phased Scale-Up is roughly equivalent to the change in
estimates of the number of people living with HIV/AIDS (a downward revision of about
14% at the end of 2007), it might seem appropriate to use the 2007 UNAIDS Phased
Scale-Up calculations (reduced by 10%) to calculate resource needs for HIV/AIDS 2009-
2015." This produces a total of approximately $228 billion. To calculate projected donor
and domestic funding is difficult, especially given the recent financial crisis and the turn in

¥ Of course, the much larger Universal Access numbers might also be used, but given existing constraints in
health care capacity and the inability to accelerate the number of PWAs added to treatment each year to the 3
million/annum required for Universal Access, | have arbitrarily chosen to rely on the Phased Scale-Up figures
instead.
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Europe away from HIV and toward maternal and child health and health system
strengthening. On the other hand, the U.S. essentially doubled the true amount of money
available for HIV in its PEPFAR reauthorization to $39 billion from FY2010-2015,
potentially adding at least another $3 billion a year to current spending levels. In addition,
HIV proposals to the Global Fund are increasing and Round 8 was three times larger than
earlier rounds. Accordingly, it is reasonable but potentially over-optimistic to assume that
projected funding will be in the range of $17-18 billion per year over the seven-year period
total $123 billion, leaving a funding gap of $105 billion.
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Newborn, Maternal, and Child Health Needs

In 2007, researchers prepared an estimate of additional resources needed to scale up
maternal and newborn health services within the context of the MDGs in 75 countries.*®
The model estimated costs for care during pregnancy, childbirth, the neonatal and
postpartum time period. The results showed that a minimum yearly average increase of
$3.9 billion was needed for “Moderate Scale-Up.” Increasing ambition from 73% coverage
of targets to 95% coverage increased costs by 42%, up to an average of $5.6 billion per
year or $55.7 billion over ten years. Using this higher Rapid Scale-Up resource need
projection and subtracting estimates for 2006-2008 ($6 billion) to obtain 2009-2015
estimates, the revised additional resource need estimate is $49.7 billion.

Maternal and Neonatal Resource Needs Estimates

Fig. 1. Distribution of incremental costs by delivery point and type, by scenario, 2006—-2015
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Fig. 1. Yearly breakdown of additional costs of increasing the coverage of child Researchers ha,Ve also estlmated
health interventions to reach universal coverage by 2015 ..
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Adding the maternal and neonatal 2009-2015 total of $49.7 billion to the 2009-2015 child
health total of $44.5 produces a total additional maternal, neonatal and child health
resource need over the next seven years of $94.2 billion from 2009-2015.

Updating and Adding Family Planning and non-HIV Se  xual Health

Trying to update newborn, maternal and child health resource needs estimates while
adding family planning costs and eliminating overlaps for HIV and malaria has been
difficult.****** Fortunately, The Global Campaign for the Health Millennium Development
Goals’ First Year Report 2008 has provided a preliminary estimate.>

Additional health systems and programme costs needed 2005-2015 in 51 countries*
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I This estimate has some overlap with previous estimates for malaria and HIV, both of
which have incorporated pediatric coverage.
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Focusing on 51 aid dependent countries and excluding costs related to vaccines, malaria
services, and PMTCT produced a seven year additional cost, 2009-2015, of $79.4 billion
(see chart below). Focusing on all developing countries, the resource needs would be
$137 billion, less additional reductions for malaria and PMTCT in the 17 countries.®®

Source®®

Between them, Norway,*"** Canada,*® the Netherlands,”” and the UK appear to have
promised approximately $5.23 billion between now and 2015 in additional resources for
maternal, newborn and childhood health. In addition, GAVI has dramatically increased its
funding per year by approximately $500 million a year to $900 million in 2007 with
increased funding from the International Finance Facility for Immunisation.>®*® After a dip
in 2008, GAVI projects further increases to nearly $1.3 billion by 2012.>*
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Estimating GAVI's increased funding 2009-2015 at approximately $6 billion and adding
that to the $5.23 billion (for a total of $11.2 billion) and subtracting that from The Global
Campaign for the Health Millennium Development Goals’ 2008 estimate of $79.4 hillion
additional resource needs, the resulting seven year resource gap for additional, non-
duplicative maternal, neonatal, childhood, and reproductive health is $68.2 billion.
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Chronic Care

Chronic diseases, such as heart disease, stroke, cancer, respiratory diseases and
diabetes, are by far the leading cause of mortality in the world, representing 60% of all
deaths. Moreover, the burden of chronic disease in the developing world has increased
dramatically such that 80% of chronic disease deaths now occur in developing countries,
and the risks of chronic disease are increasing as a result of the ageing of populations,
urbanization, and the globalization of risk factors. However, to date there do not appear to
be any resource needs estimates for preventing and treating chronic disease. As in other
areas, prevention is a high priority and, if properly funded and implemented, could prevent
60% of the chronic disease burden, especially diseases related to tobacco use and
obesity. Of course, chronic care is highly dependent on the existence of a functioning,
well-staffed, and well-equipped health system with appropriate referrals for complex care
needs, a cost the paper will address in the next sub-section. But, the depth and breadth
of chronic care is highly dependent on other resources as, especially resources necessary
to pay for expensive diagnostics, pharmaceuticals, and lab tests. Some treatment costs
can be mitigated by supporting self-management by patients and by providing community-
based care, but there is little doubt that providing equitable care for chronic diseases to
urban and rural populations in developing countries will costs billions of dollars a year.

Human Resources for Health and Health System Streng  thening

There is a drastic shortage of human resources for health. The WHO World Health
Report 2006 documented this shortage and the costs that would be entailed to train, hire,
and retain additional health workers in the 57 most adversely impacted countries.®*® These
calculations are set forth in the first chart below. They show education and training costs
totaling $77 billion over 10 years, incremental operating costs from hiring the new
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professional health workers of $177 billion over 10 years, and additional incremental costs
of $530 billion over 10 years for doubling the salaries of all health workers to aid retention
and slow the brain drain. There are multiple additional health system strengthening costs
that are not included in the WHO estimates.

HRH/HSS Funding Needs Estimates

Education & training costs (doctors, nurses, $7.7 billion/year for 10 years
& midwives)

Incremental operating costs for hiring new $17.7 billion/year
professional HCWs

Incremental costs for doubling HCW salaries $53 billion/year

Additional, unestimated costs: ???
Building health education facilities
Building health infrastructure
Hiring, training, and paying auxilliary
HCWs, inlcuding CHWs
Health system strengthening —
procurement & supply systems, health
management, information
Source®

The WHO estimates of the costs of educating the needed workforce was double checked
by a Task Force of the Global Health Workforce Alliance which produced an estimate for
the costs of educating needed health workers in Africa alone. “If there are no changes in
either the skill mix of the health workforce or the way education and training is delivered, it
will cost about an extra US$26.4 billion, or an estimated US$2.64 billion each year over a
10-year period (over and above current growth in health expenditure) to educate and train
the 1.5 million extra health workers that the World Health Organization (WHO) has
estimated are needed in the African Region. The costs of employment would be
additional to this.”

In 2007, WHO began a preliminary study of year-by-year costs of educating the needed
number of health workers and doubling their salaries. The unpublished and unofficial
figures for 2009-2015 are shown in the chart below.

Costs for Educating Health Workers and Doubling Sal  aries (billions) WHO 2007

Year Africa Dev. Countries
2009 $6.7 $58

2010 $7.5 $64

2011 $8.0 $66

2012 $9.2 $69

2013 $10.9 $74

2014 $12.7 $80

2015 $14.6 $86

Totals $69.6 $497
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The 2006 estimate suggests seven-year costs of $549.2 billion versus the $497 billion
2007 estimate. However, it does not much matter which of these two resource needs
estimates is used — they are both too small and too large. They may be too small
because the workforce density analysis that WHO has used — 2.3 health professionals
(doctors, nurses and trained birth attendants) and 1.8 health auxiliaries per 1000
population may be too small to deliver the broad spectrum of health needs outlined in
sections above. The number may be too large, for the purposes of the present analysis
for two reasons: first, the resource needs estimated in previous sections included
operating expenses that would include worker’s salaries (assuming that there would be
enough health workers to do the work), and second, the figures are so large that they risk
scaring off both domestic health planners and rich country donors. However, because of
the growing importance of donor assistance for HRH/HSS and because of increased lip
service to supporting them, the paper will now review some of the major donor initiatives
to see how much they are actually producing in terms of HRH/HSS.

World Bank

Between 1997-2007, the Bank had a cumulative health, nutrition and population (HNP)
commitment of $15 billion ($12 billion in disbursements). The importance of Bank HNP
financing has been shrinking over time, though the Bank projected significant increases in
health lending for FYQ7 to nearly $2.4 billion. The Bank does not specify how much of its
HNP furgijing goes to HRH. Throughout this time period, World Bank DAH has been quite
volatile.

Source®

Even the Bank’s $1.5 billion Africa Multi-Country AIDS Program (MAP) had minimal
commitments to HRH/HSS,% (only $233 million of MAP money went to the health sector
through 2006). An analysis in 2007 found the following HRH-related funding priorities:

* Ministries of Health $22 million/$805 million (13,181 staff trained) = 2.6%

» Civil Society Organizations $55 million/$805 million (47,439 staff trained) = 6.8%

»  Other ministries $55 million/$805 million (74,793 staff trained) = 6.8%
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In comparison, “other organizations,” e.g., ex-pat consultants, received $244 million out of
$805 million or 30% of the total spending.®

In terms of HRH/HSS, World Bank DAH is also problematic because the Bank has
changed its policy so that virtually all Bank DAH will be via IDA concessionary loans. The
loans of today contribute to the debt crisis of tomorrow. Whereas, loans for infrastructure
development might make some sense, loans for recurrent costs make almost no sense.

PEPEAR

PEPFAR's original focus on HRH/HSS included:
» Support for policy reform to promote task-shifting from physicians and nurses to
community health workers;
» Development of information systems and human resources assessments;
* Training support for health workers, including community health workers;
 Retention strategies; and
« Twinning partnerships.®
Although there was no real focus on expanding the health workforce, in its 2008 Annual
Report to Congress: The Power of Partnerships®: PEPFAR reported the following
expenditures in fiscal year (FY) 2007:
* $638 million on capacity building in the public and private health sectors
(compared to FY 06 expenditures of $350 million®):
— Networks $133,758,635
— Human resources $195,186,583
— Local organization capacity development $128,129,771
— Training $181,387,958

The 2009 Annual Report to Congress: Celebrating Life: The U.S. President’s Emergency
Plan for AIDS Relief,®® provided additional evidence of scale-up in U.S. expenditures on
HRH/HSS. PEPFAR estimates that it invested approximately $734 million of FY08
resources in public and private health sector capacity building to support service delivery
sites for prevention, treatment and care. It also reported a recent study of PEPFAR-

supported treatment sites in four countries
that found that PEPFAR supported a median
of 92% of the investments in health
infrastructure to provide comprehensive HIV
treatment and associated care, including
building construction and renovation, lab and
other equipment, and training. PEPFAR also
supported 57% of personnel costs at those
sites. More broadly, PEPFAR claims that it is
providing at least some form of salary support
for 127,300 health care workers in FY09.

Source®®
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From FY04 through FY08, PEPFAR
supported training and retraining for nearly 3.7
million health workers.”” In FY08 alone it
spent approximately $310 million on in-service
training.”® However, the US typically restricts
payment of recurrent costs, e.g., salaries in
the public sector. Occasionally, it works
around these restrictions via public sector
salary support or by creating non-
governmental outsourcing mechanisms to
hire, train, and deploy health providers on a
contract basis to public-sector health centers,
e.g. in Kenya. PEPFAR's retention strategies
include: housing, hardship, and transportation
allowances; educational stipends for their
children; medical insurance or refunds for
medical expenses; and salary increments for
good performance, scholarship opportunities,
and a supportive work environment.®

66
Source

PEPFAR has provided only limited support for pre-service training that would expand the
health workforce: $1 million per focus country in FYQ7, $3 million per focus country FY08,
and plans for $6 million or 3% of country budget in FY09.°® This limited attention to pre-
service training has been subjected to critique, including by the Institute of Medicines.®®
The I0OM recommended that the U.S. must transition “to an emphasis on long-term
strategic planning and capacity building for a sustainable response.” It must address
“Building workforce capacity by increasing its support and including the education of new
health care workers in addition to AIDS-related training for existing health care workers.”
As a result of activist pressure, the reauthorization for PEPFAR includes a commitment to
support the training and retaining of 140,000 health professionals between 2009-13.%°

In addition to its limited but increasing efforts to build HRH, PEPFAR claims that it has
been “instrumental in building laboratory capacity around the world and is partnering with
Ministries of Health (MOHSs) to support the development of national strategic laboratory
plans. Training, logistics and commodities management, facility and equipment
maintenance, and quality assurance are cross-cutting aspects of all disease-specific
laboratories, and PEPFAR is providing support to address all of these by helping countries
develop national strategic laboratory plans. These plans integrate cross-cutting aspects of
all disease-specific laboratories.”®®

Likewise, PEPFAR emphasizes its work in strengthening health information and especially
procurement and supply systems.

PEPFAR’s Supply Chain Management System (SCMS) project strengthens the
capacity of local systems to deliver an uninterrupted supply of high-quality, low-
cost products that flow through a transparent and accountable system. SCMS
activities include supporting the purchase of life-saving ARVs, including low-cost
generic ARVs; capacity-building for quantification of needs, safer storage and
distribution systems, and effective stock and inventory control systems to avoid

39



“stock outs”; drugs for care for PLWHA, including drugs for Ols such as TB;
laboratory materials, such as rapid test kits; and supplies, including gowns, gloves,
injection equipment, and cleaning and sterilization items. By pooling procurement
across countries, SCMS is able to stabilize supply, plan for capacity expansion,
and achieve economies of scale.®

In conclusion, PEPFAR has gradually increased its investments in HRH/HSS as funding
increased through 2008. The new Congressional reauthorization could result in even
greater investments in HRH/HSS, especially given the mandate to assist in the hiring and
retention of 140,000 professional health workers from 2009-2013. New legislation will
also be introduced in the U.S. Congress this spring to address global health workforce
needs more broadly. Given the financial crisis, its prospects, as well as FY10 prospects
for PEPFAR IlI, are up in the air. Nonetheless, | will assume PEPFAR HRH/HSS
expenditures of roughly $1 billion a year from 2009-2015, a $7 billion total.

Global Fund

The Global Fund has had a conflicted HRH/HSS mandate. On the one hand, from the
beginning it was constituted to support priority disease programming and while doing so to
strengthen health systems and human resource capacity. Nonetheless, it has walked a
tightrope between supporting immediate measures addressing priority diseases and
supporting long-term measures for increasing in-country capacity for scale-up.”>”* In this
regard, the Global Fund has stated that “The systematic, long-term development of
fundamental health infrastructure is beyond the mandate and resources of the Global
Fund.”

Despite its ambivalence, the Global Fund has supported five strategic guidance points for
HRH: scale-up of workforce planning, synergize across priority programs, simplify
services and task shift, secure health and safety of health workers, and foster
collaboration. The Global Fund has used evolving guidelines concerning HRH/HSS and
has only permitted separate HSS proposals in Round 5. Moreover, the Global Fund
initially required evidence of sustainability — e.g., “the ability to service recurrent
expenditures” — in recipients’ HRH/HSS proposals, a requirement it had not imposed in
other areas, but has since dropped.

Nonetheless, even now the Global Fund requires recipients to demonstrate a link between
HRH/HSS spending and impact on target disease populations. Applicants must still seek
HSS funding as an integral part of a single disease component or as a cross-cutting
component within a disease proposal.”? The Global Fund can now approve HSS-related
proposals even if it rejects the disease component and vice versa. According to its HSS
guidance, applicants have broad flexibility regarding eligible HSS proposals. There are no
budget ceilings and no priority list of interventions, but the Global Fund indicates that it will
not fund large infrastructure projects or vaccine research.”” The Global Fund has
instructed the TRP to show flexibility in evaluating HSS proposals and to increase its HSS
expertise. It has also tried to increase the involvement of HSS stakeholders in CCM
proposal development and to coordinate better TA on HSS proposals.

An early study of Rounds 2-6 of Global Fund funding found that 22% of the Global Fund’s
portfolio of investments had been devoted to human resources and training.
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Source: WHO for the Global Fund 2007

A subsequent analysis by the Global Fund for Rounds 2-7, raised the HRH estimate
slightly to 23% and shows another 9% spent on infrastructure and equipment.

73
Source

Out of $2.8 billion approved in Round 7 over a 5 year period, only $363 million was
targeted toward HSS including human resources.” Out of $7.2 billion recommended by
the Technical Review Panel (TRP) in Round 8 over a 5 year period, only $592.8 million
was approved, an increase in funding amount but not in proportion of funding for health
systems. The rolling continuation channel 2007-08 added another $450 million for health
systems (see Round 8 totals in chart below).”” The Global Fund reports that it has
supported 8.6 million training episodes since 2004.7°

75
Source
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The distribution of Round 8 HSS-specific proposals recommended for funding was as
follows:

75
Source

For both Round 7 and Round 8, the TRP has helpfully provided feedback on Global Fund
application procedures for HSS and on the strength of HSS-related applications.”™ Its
overarching critigue was that proposed HSS actions focused too much on addressing
obstacles to delivery of health services and not enough on planning, financing and
building health systems. It also noted that HSS technical assistance had been
problematic, and that the proposal form and WHO “components” framework had been
confusing. Concerning Round 8, the TRP emphasized that the Global Fund's application
materials did not provide strong encouragement to applicants to propose interventions
impacting health outcomes beyond the three diseases.”

Other reviews of Global Fund HRH/HSS performance have also revealed weaknesses in
the Global Fund’'s HSS application guidance, noting that applicants are unsure about the
precise scope of permitted HSS proposals. In addition, civil society analysts found that
Global Fund-supported HSS activities tended to focus on in-service training and that there
was limited recruitment of new health workers. The bulk of the professional staff that was
recruited was at the program management level and even that staff was ordinarily hired
only for the duration of the project funding. Some proposals provided for salary support,
but the bulk of proposals provide other incentives, especially for assignments in rural
settings.”®

Positive examples of Global Fund support for HRH/HSS include: Global Fund support for
an innovative Emergency Human Resource Strategy in Malawi adding $40 million to the
$100 million provided by DfID; Global Fund support for the training and appointment of
30,000 community health workers in Ethiopia, and salary support for essential health
service workers in Cambodia.

Overall, it is difficult to estimate exactly how much the Global Fund is spending on
HRH/HSS per year, partially because of the difficulty of accessing good quality information
on annual spending, since so much of its information is reported by rounds, which fund
multi-year projects. Nonetheless, | will use the 32% figure from the more recent rounds
spent on HRH and infrastructure and supplies and assume that the Global Fund will
continue to have Rounds that total $5.7 billion after rationing between 2009-2015. |
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estimate that the Global Fund will spend approximately $12.8 billion on HRH/HSS
between 2009-2015.

GAVI

GAVI expects to raise and spend $1.2 billion in 2008 on childhood immunization and
related health systems improvements.>® As part of its application process, countries are
encouraged to identify and seek funding to address health system bottlenecks in order to
increase and sustain high immunization coverage.””® GAVI has committed $800 million
over five years for HRH/HSS, focusing on health workforce, supply/distribution/
maintenance, organization and management.” Assuming that pace is maintained, GAVI
will spend $1.1 billion between 2009 and 2015 on HRH/HSS.

U.K.

The U.K. is in the process of developing a new global health strategy mainly focused on
child and maternal health and on health system strengthening. DfID is reportedly focusing
on country-ownership, longer-term aid, direct budget support, and health system planning
and strengthening, including educating and training an expanded health workforce and
mitigating the brain drain.®®® DfID is also focused on improving the effectiveness and
coherence of international funding for health and is the prime mover behind IHP+.%?

From 2005-06, the U.K.’s Department for International Development (DfID) spent £481.4
million bilaterally and £173.6 million multilaterally on global health aid. Fifty percent of
DfID’s aid was for basic health services. In 2007 DfID spent close to £800 million on
global health, focusing in part on sexual and reproductive health where it donated £100
million to UNFPA in Oct. 2007. With respect to the health workforce specifically, DfID has
committed £55 million over six years to support recruitment, training and retention of
health workers in Malawi.

The U.K. has promised to double its aid budget from 2008-13 and announced in
September 2007 that it would provide £1 billion to the Global Fund between 2008 and
2015. It also committed £200 million over three years to expand social protection
programs, which will help ensure that more orphans and vulnerable children have access
to better child nutrition, health and education. Additionally, the UK has said it will provide
£2.134 billion over three years (2008-11) to the IDA15 — the International Development
Association replenishment (December 2007).

On April 17, 2008, the US and UK announced a partnership to increase number of health
workers in Ethiopia, Kenya, Mozambique and Zambia. At that time, the UK committed to
spending $420 million on health, including health workforce over three years.®® (At the
same time, the US announced that it planned to invest at least $1.2 billion over five years
to health workforce development in these same countries.) On June 2, 2008, DfID
announced it would spend £6 billion over 7 years to improve health services and systems
in developing countries to fight HIV/AIDS through closer integration of AIDS, TB, malaria,
and sexual and reproductive health, including maternal and child health services. (A
breakdown for this promise and how much it incorporated previous commitments was not
clarified.) In September of 2008, Prime Minister Gordon Brown announced that the U.K.
would spend £450 million to support 8 IHP+ countries once they had completed
compacts. (This pledge presumably supersedes the earlier pledge of $420 million and is
included in the £6 billion pledge.)
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Given the confusion and overlap in the U.K. announcements, it is difficult to estimate how
much exactly the U.K. is going to spend on ramping up HRH/HSS over the next seven
years. Nonetheless, | will estimate that it will approach $1.1 billion.

IHP+

Launched in September of 2007, The IHP+ is a brainchild of the U.K. Its objectives are to:

1. Develop 'country compacts' that commit development partners to provide
sustained and predictable funding and increase harmonization and alignment in
support of results orientated national plans and strategies that also tackle health
system constraints.

2. Generate and disseminate knowledge, guidance, and tools in specific technical
areas related to strengthening health systems and services.

3. Enhance coordination and efficiency as well as leverage predicable and sustained
aid delivery for health.

4. Ensure mutual accountability and monitoring of performance.®

In describing its work plan, IHP+ states
There is recognition that scaling up in health requires a far more coherent
approach. This recognition takes many forms: a growing awareness that the
health-related MDGs cannot be achieved without adequate investment in the
health systems that underpin health service delivery; that investment in health
needs to be embedded in broader social and economic development planning; that
countries need long-term predictable aid from development partners; that partners
need to see a clear link between financing and results; and that mechanisms to
hold all partners accountable for their performance against international
agreements are needed.*

Thus, on its face, the IHP+ seems likely a promising initiative.

The IHP+ has many partners.”"" Its donors include: Australia, Canada, the European

Commission, Finland, France, Germany, Italy, Norway, Portugal, Sweden, the U.K., and

the Netherlands. Its focus countries include: Benin, Burkina Faso, Burundi, Cambodia,

Ethiopia, Ghana, Kenya, Madagascar, Mali, Mozambique, Nepal, Niger, Nigeria, and

Zambia. Compacts have been signed by Ethiopia, Mozambique, and now Nepal.

Unfortunately, the financing gaps identified in these compacts have not been filled with

increased DAH.'%

There are multiple initiatives included in IHP including:
« The Partnership for Maternal, Newborn & Child Health®
e Norway-led initiative — Deliver Now for Women & Children (formerly Global
Business Plan)>
* UNICEF/Canada and others — “Catalytic Initiative to Save a Million Lives
» Germany/France — Providing for Health Initiative, which supports social health-
protection systems

156

Vil African Development Bank (AfDB), The Bill and Melinda Gates Foundation, The European, Commission,
The Global Fund to fight AIDS, Tuberculosis and Malaria, The GAVI Alliance, Organisation for Economic Co-
operation and Development (OECD-DAC), UNAIDS, UNICEF, United Nations Population Fund, and The

World Bank
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In the context of these initiatives, Norway has pledged $1 billion to childhood
immunization through 2015; The Netherlands €125 over three years; and Canada $105
million over 5 years, matched by UNICEF.

Like with the U.K. it is virtually impossible to discern predictable HRH/HSS financing from
IHP+ based on the mishmash of promises outlined above and the failure of its donors to
fund even the existing compacts. And, of course, one would have to subtract the money
pledged by the U.K. that has already been tabulated.

G-8

The G-8's Hokkaido Toyako Summit Leaders’ Declaration, 8 July 2008,%® contained the
following health-related pledges.

*  “We are firmly committed to working to fulfill our commitments on ODA made at
Gleneagles, and reaffirmed at Heiligendamm, including increasing, compared to
2004, with other donors, ODA to Africa by US$ 25 billion a year by 2010.”

e “G8 members are determined to honor in full their specific commitments to fight
infectious diseases, namely malaria, tuberculosis, polio and working towards the
goal of universal access to HIV/AIDS prevention, treatment and care by 2010.”

*  “We reiterate our commitment to continue efforts, to work towards the goals of
providing at least a projected US$ 60 billion over 5 years, to fight infectious
diseases and strengthen health.”

 To achieve quantitative and qualitative improvement of the health workforce, we
must work to help train a sufficient number of health workers, including community
health workers and to assure an enabling environment for their effective retention
in developing countries. ... The G8 members will work towards increasing health
workforce coverage towards the WHO threshold of 2.3 health workers per 1000
people, initially in partnership with the African countries where we are currently
engaged and that are experiencing a critical shortage of health workers.

Critics of the Toyako Declaration point out that the $60 billion pledge contains nothing
new. Likewise, although there is a pledge to “help” train” minimal numbers of health
workers, there are no precise commitments attached. Moreover, one would have to
subtract out U.S. and UK pledges to HRH/HSS previously calculated.

European Commission

As previously discussed, the European Commission is the largest multilateral provider of
ODA through what it calls European Development Funds (EDF). In 2004, The European
Parliament set a benchmark that a minimum of 20% of its total annual commitments would
be allocated to activities in the sectors of basic health and education, with a health focus
on promoting public health, strengthening health systems, pro-poor systems of health
financing, communicable diseases, and reproductive and sexual health and rights. It also
set a target that 15% of its funding would be allocated to health by the 9th EDF. Despite
these undertakings, a recent court audit of EC Development Assistance to Health
Services in Sub-Saharan Africa (2008)%” found the portion of European Development
Funds allocated in the 8th and 9th EDFs for health was 4.4% (€430) and 5.5% (€770.6)
respectively, well under the 15% target. The audit concluded that EC funding to the
health sector has not increased since 2000 as a proportion of its total development
assistance despite the Commission’s MDG commitments and the health crisis in sub-
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Saharan Africa. It also found that the EC had not provided much assistance to HRH/HSS,
though the report regrettably failed to quantify the contribution that had been made.
Among other recommendations, the audit recommended making increased use of health
sector budget support rather than general budget support, little of which had resulted in
increased government budgets for health.

Despite the critique in this audit, it is important to note that the E.U. collectively has
committed to increase EU ODA for health to €8 billion by 2010.

Conclusion on Resource Needs, Projected Funding and Gaps for HRH/HSS

According to previous calculations, additional resource needs for HRH alone with little
HSS were $497 billion including the costs of educating the needed new workforce and
doubling salaries as a proxy for improving working conditions and increasing retention. A
review of major donor programs has identified specific additional HRH/HSS resources in
the paltry sum of $22 billion from 2009-2015 (PEPFAR, $7 billion, Global Fund, $12.8
billion, GAVI, $1.1 billion, and the U.K., $1.1 billion). Admittedly, some HRH and HSS
costs are contained in disease-specific and other resource needs assessments. In
addition, some portion of increased DAH, including that from the E.C., may well go to
HRH/HSS. In addition developing countries should be able to contribute some additional
resources towards HRH/HSS once their economies recover from the current global
recession and if they are permitted to pursue more pro-growth policies, including
enhanced revenue collection.

Even if one estimates an optimistic $10 billion a y ear extra from these other

sources, a subtotal of $70 billion and a grand tota | of $92 billion in additional
projected resources, there is a massive gap of $405 billion with respect to human
resources for health resource needs, the foundation upon which all health service

delivery rests .

Add'l HRH Resource Needs, Funding, Gaps 2009-2015
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Source: Author’s calculations
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7. Conclusion — Preliminary Estimate of Selective Global Health Resource Needs

There have been multiple cries of alarm and even outrage over inadequate global
resources of health and about the appallingly inadequate governance and coordination
architecture that has been created for its management and distribution.®3899091.929 The
multiple calculations of resource needs, projected funding, and resource gaps above,
when totaled, reveal a terrifying shortfall summarized in the chart below. There are many
caveats about potential overlaps in funding estimates and inaccuracies in both resource
needs calculations and in projections of future domestic and donor spending. But the
scale of the resource gap is clearly quite large, nearly $95 billion per year over the next
seven years, demonstrating the urgency for countries to raise and commit additional
resources, for donors to meet their existing commitments to .7% ODA and .1% of that to
health, and for new innovative financing mechanisms to raise critically needed resources
for health.

TOTAL DEVELOPING COUNTRY HEALTH RESOURCE NEEDS,
PROJECTED FUNDING, & RESOURCE GAPS: 2009-2015

Resource Needs Projected Funding Resource Gap
Malaria Add’'l $38 hillion $23 billion $15 billion
Tuberculosis Add’l $38-$44 billion $23 billion $15-$21 billion
HIV/AIDS Total $228 billion $123 billion $105 billion
Newborn, Add’l $79.4-$137 billion $11 billion $68-$126 billion
maternal, child
& reproductive
Chronic care, ? ? ?
other primary
care
HRH/HSS, inc. Total $497 billion $92 $405 billion
education and
2X salaries
Totals $944 billion $272 billion $672 billion

Source: Author’s calculations
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8. Attacking IMF Macroeconomic Constraints

Introduction to the IMF**

In addition to filling existing global health funding gaps, global health activists must also
ensure that developing countries are able to spend increased domestic and donor
financing for health. Standing in their way are the macroeconomic “stability” policies of
the International Monetary Fund (IMF) that all too often prioritize restrained public sector
spending and cool growth economic expansion over more rigorous pro-growth and pro-
health investment strategies that might have a big impact on multiple global health crises.

The IMF was created after World War Il to help finance European reconstruction and to
provide loans to countries that were importing more than they were exporting. It was also
tasked with managing exchange rates via the par value system, which was unilaterally
altered in 1971 when the U.S. suspended the convertibility dollars to gold. However, in
the 1980s, the Regan and Thatcher administrations introduced a whole new set of free
market and “free trade” policies into the international foreign aid system by attaching such
“market fundamentalism” policy changes as conditions on aid and loans to developing
countries. The IMF in particular prioritized extremely low inflation and government deficits
over other goals such as higher employment, GDP growth, and public spending. While
these policies may have seemed appropriate for tackling the huge debt crisis and
macroeconomic instability afflicting many developing countries at the time, today these
policies are no longer appropriate and are in fact undermining the ability of poor countries
to scale-up public spending to fight HIV/AIDS and other pressing health needs and to
achieve the Millennium Development Goals for health and education (MDGS).

IMF control over countries’ macroeconomic policies is mediated via several mechanisms.
First and foremost, the IMF gives loans to low-income countries experiencing protracted
balance of payment problems through its Poverty Reduction and Growth Facility. For
more temporary needs arising from exogenous shocks, it provides loans through the
Exogenous Shocks Facility; it also provides Emergency Assistance to countries that have
experienced a natural disaster or are emerging from conflict. Although the loan rates are
concessional, loans must ordinarily be repaid over a period of 5 %2 to 10 years. (There are
additional, non-concessionary loan programs including Stand-By Arrangements, Extended
Fund Facility, Supplemental Reserve Facility, and Compensatory Financing Facility.) A
second mechanism is via the Heavily Indebted Poor Countries (HIPC) Initiative and the
Multilateral Debt Relief Initiative (MDRI), where certain macroeconomic conditionalities
are imposed on debt relief. Nonetheless, there is evidence that in many countries debt
relief has permitted larger amounts and greater shares of government budgets to be spent
on health and education. Third, the IMF uses Policy Support Instruments for countries
that do not typically need financial assistance but want the IMF’s advice, monitoring, and
endorsement to provide “signaling” to donors, multilateral development banks, and the
market. (Many donors look solely to the IMF for its signals about a country’s
macroeconomic stability.) Fourth, the IMF offers technical assistance, typically for free. It
is through this technical assistance and so-called capacity building for finance ministries
that the IMF creates a cadre of local officials who support the ideology of overly restrictive
macroeconomic restraint. Finally, the IMF offers what it calls surveillance — its full range
of policy advice on macroeconomic risks and vulnerabilities, institutional relations,
reforms, etc. that result in overly restricted spending on health and education.
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Most IMF loans feature phased disbursements, which allow the IMF to verify that the
country borrower is adhering to IMF conditionalities that take several forms, listed below in
decreasing order of authority. Prior actions are measures that a country must take before
the IMF's Executive Board approves a loan or completes a review. Performance criteria
(PCs) are specific conditions, either quantitative or structural, that have to be met for the
agreed amount of credit to be disbursed. Quantitative PCs are typically macroeconomic
policies addressing such variables as monetary and credit aggregates, international
currency reserves, fiscal deficits, and/or external borrowing. Quantitative PCs may be
supplemented with indicative targets set in softer form for later in the program. Structural
PCs typical refer to such measures as financial sector operations, reform of social
security, or sectoral reforms. Structural benchmarks are smaller steps in the reform
process the non-attainment of which will not automatically justify an interruption of IMF
financing. Inflation consultation clauses require new consultations when an inflation
targeting framework, or the inflation band, has been breached. Finally, there are program
reviews where the Board reports a broad-based assessment of a country-borrower’s
macroeconomic and structural progress.

A 2007 review of structural conditionality in IMF-supported programs found that the
number of IMF structural conditionalities had not declined at that time, despite alleged IMF
conditionality reforms adopted in 2002.*> The juncture of signaling power and
conditionality in the IMF gives rise to what is called cross-conditionality — the decision of
other donors to rely on IMF signals that a country is worthy of receiving aid and their
decision that aid recipients must abide by IMF conditionalities as a condition of continuing
aid flows. This cross-conditionality multiplies the impact of IMF macroeconomic restraints.

A Short History of the IMF’s neoliberal and macroeconomic policies

The persistent legacies of IMF-mediated neoliberal and macroeconomic policies have
caused disastrous injury to the general health of developing country economies and to the
well-being of their health systems. Although this is not the place to document the entire
story of failed neo-colonial “development,” it is appropriate to trace some of the key
aspects of neoliberal and macroeconomic policies that have intensified the global health
crisis. These include: (1) maintaining colonial patterns of ownership; (2) creating
crushing debt through aid and loan policies; (3) deforming economies towards exploitation
of natural resources and production of low-cost exports and importation of high-cost
finished goods; (4) liberalizing capital controls, currency exchanges, and financial markets
resulting in currency devaluations, market volatility, and net outflow of capital; and (5)
enforcing structural adjustment programs, including (a) fiscal austerity and reduced
government spending particularly in health and education and (b) privatization and
commaodification of public resources, goods, and services.

Effects of
Globalization
| | | |
Continuation of colonial patterns of African Debt: Focus on export/import
ownership; Still over $200 billion; economies:
Wealth extraction; Paid with foreign currency Destabilized rural economies;
Increased inequality reserves; Labor market liberalization;
Source of IFM heaemony Race to the bottom
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First, no story about the impact of globalization can start without first recognizing that most
of the productive capacity in many developing countries resides in the portfolios of former
colonial masters. Although local elites have been given managerial and occasional junior
partner status, a significant portion of productive capacity in developing countries is
owned by multinational corporations and global financial interests.

Second, Africa in particular, but other developing countries as well, have been buried in
debt starting in the late 1960’s. Although much of that debt was at one point private,
frequently debt of private industry to private banks used in the capitalization of productive
capacity, the debt increasingly became multilateral and bilateral, debt which was owed by
developing country governments to individual governments and/or to the World Bank and
IMF. After the oil shock of the 1970’s and as trade terms worsened and the global
economy suffered from stagflation, developing countries needed to borrow more and more
money at higher and higher interest rates to refinance their foreign currency reserves and
public expenditures. Similarly, as the World Bank lent money to governments to build
physical infrastructure appropriate to an export economy and as First World governments
bilaterally lent money to finance purchase of excess goods, military and non-military, from
same-nation producers, the developing world’s debt burden became more and more
bloated. Fundamentally, low-income countries, particularly in Africa, became chronically
indebted as a result of an inherently imbalanced pattern of trade between the under-priced
agricultural/extractive and pre-industrial economies of the South and the overpriced
industrial and information-based economies of the North.

Paying off this old debt is particularly problematic since so little of it resulted in increased
productive capacity, job creation, or wealth redistribution. Not only was loan money used
to buy expensive Western consultants, questionable showcase infrastructure projects, and
Western luxury imports, a great deal of it was given to undemocratic and corrupt
governments that were proxies for foreign business interests and lackeys to Cold War
great powers. Needless to say, these debts incurred by old elites did not result in
economic benefit to the poverty-stricken masses.

As of 2000, sub-Saharan African countries owed the IMF, World Bank, and rich countries
more than $227 billion dollars, with an annual debt servicing charge of nearly $14.5 billion,
equaling 5% of GDP and 15% of export earnings. As a consequence of this enormous
debt burden and usurious repayment schedule, many southern African countries spend
more on debt repayment than on public health. For example, at the turn of the century,
Uganda spent 1.6 percent of GDP on health and 2.4 percent on debt service; Zimbabwe
3.4 percent and 10.3 percent; and Zambia 3.2 percent and 9.8 percent. The Jubilee
Campaign and many other activist groups campaigned for cancellation of this debt.*
Despite limited promises of debt relief from the World Bank (Highly Indebted Poor Country
Initiative) and the G-8, only minimal debt has been forgiven and to date in only a small
group of countries.

Third, the general effect of international trade policy, all too readily accepted in African
and other developing countries, has been to dismantle rural subsistence economies and
multi-sectoral economies in favor of import/export-oriented economies.”?® Thus, it has
become increasingly impossible for persons in the countryside, with minimal access even
to marginal land, to make a living.”® Instead, agricultural economies have been
restructured towards a narrow range of export farm products. People, particularly young
men, dislodged from the countryside, have migrated in mass to the cities, where rumors of
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jobs far outweigh their actuality. Even here, in urban contexts, the new industries are
export oriented and increasingly capital intensive.

Fourth, as if external ownership, crippling debt, and liberalized trade policy were not
disruptive enough, globalization has also liberalized capital, financial, and currency
markets — facilitating capital flight and financial market speculation. The volume of
international currency speculation and financial market investment has increased thirty-
fold or more in the last 40 years. Thus, international finance capital has become more
interested in making money off “hot” financial markets than investing in productive
capacity. This new focus on financial rather than productive investment has led to
speculative bubbles in currencies and financial exchanges, with a temporary influx of
external capital, followed, almost inevitably, by currency and market crashes such as
those we are now experiencing.

Fifth, the debt and balance-of-payment crises in Africa, which consolidated debt within
international financial institutions, set the stage for infamous structural adjustment
programs that have further deflated and destabilized African economies. These structural
adjustments, imposed by the IMF and the World Bank as a condition of extending and
refinancing African debt, invariably included two phases. The first phase required macro-
economic stabilization via (1) currency control deregulation, currency devaluation, and the
build-up of foreign currency reserves so that foreign debt could be paid and so that
imports could be paid for; (2) price stabilization through reduced inflation (5% target), and
a reduction in real wages and consumption; and (3) budgetary austerity including,
typically, a mandatory 3% cap on deficit spending. The budget austerities often included
overall budget ceilings, wage caps, and/or wage reductions in the public sector. These
restrictions led to inadequate wages and appalling working conditions for health
professionals which in turn led to a growing brain drain problem. In addition, fiscal
restraint reduced public investments in health infrastructure and health systems, leading
to the tattered systems that we see today. Nonetheless, according to the IMF, restraining
public spending had to be done because of the higher value of not “crowding out” private
investment that was always presumed to be more productive.

Phase two required trade liberalization (reduced tariffs and less subsidization of domestic
industry), tax reform transferring tax burdens from businesses to workers and consumers
(for example value added taxes), privatization/commodification of government services
and assets, and liberalization of labor laws including non-indexing of wages.® In
addition, at the same time that the global powers were using structural adjustment
programs to force reductions in social spending, including social spending on health and
education, they were imposing user fees (cost recovery) on medical visits, charging for
condoms, and retailing medicines. World Bank and IMF “un”healthy user fees resulted in
dramatic lower attendance in STD clinics in Kenya and in reduced condom use in
Zimbabwe.*
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IMF’s Agenda :
- Ensure debtor nations’ ability
to pay foreign creditors
Create a favorable
environment for business and
financial market investors

IMF Monetarist Structural IMF SAP #2: Other SAPs :
Adjustments : Low fiscal deficits (generally less - Privatization and user fees
- Low inflation rates (less than than 3% - reduce/minimize - Financial Market
5% - guards investor wealth) government spending) Liberalization
- Maintain foreign currency - Currency devaluations
reserves - Raised interest rates

Resulting Domestic Policies

- Public sector spending caps:
Health, Education

- Overall decreased job
creation and growth

Consequences: \ / At Risk :
- Reduced investment in health - HIV/AIDS programming;
& education infrastructure | - HSS/HRH
- Low wages e - Education for all
- Hiring freezes/limits

) -

The IMF also adopted special policies and ideological constructs to deal with fickle donor
aid. Since donor aid was often volatile and unpredictable in the short term, the IMF
warned countries against relying on donor aid in planning their public sector spending. In
particular, it discounted the desirability of investing donor aid on recurrent costs that would
have to be paid over the long haul. Likewise, since the IMF considered donor aid to be
unreliable in the long-run, it also advocated an ideology of self-sufficiency or sustainability
wherein countries had to calculate their future public spending on the assumption that
such spending would depend on domestic resources only (within their own fiscal space).

The Continuing Impacts of IMF Policy on Health Spending

There is now ample proof that IMF macroeconomic policies have resulted in constrained
spending on health and education, even in an era of increased global resources for health
aid. Thus, the IMF's Independent Evaluation Office (IEQO) examined IMF loan programs to
29 Sub-Saharan African countries between 1999 and 2005™" and found that 37% of all
annual aid increases to these countries in these years was diverted into building
internationally currency reserve levels and that another 37% was devoted to debt
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repayment. That left only 27% of annual aid increases for actual spending on health,
education, infrastructure, or other pro-development needs. So-called weak performers
(inflation above 5% and foreign currency reserves less than 2 months of imports) spent
only 17% of new aid. Countries with less than 2% months of reserves put 95% of
increased aid into reserves; countries with high reserves absorbed 100%. Countries with
more than 5% inflation put 85% of increased aid into debt reduction. Countries with
inflation below 5% put 21% into debt reduction. According to the IEO report, the “main
drivers” in decisions to curtail spending of the aid was the IMF’s insistence on very low
levels of inflation, its excessive concerns about the volatility of aid, and its desire for ever
higher currency reserves to protect against “shocks.”

Source™"

Under these pressures, over the seven year period, spending on health as a percentage
of GDP increased only marginally in the study countries.
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The IEO also found that the IMF Poverty Reduction Growth Facilities have continued to
limit domestic financing of aid shortfalls and required full saving of windfalls. In essence,
the IMF discounts the availability of future aid flows, which reduces the amount of aid
actually spent.

Source™®

The IMF Executive Board reacted to the IEO Report with cool indifference, essentially
business as usual.’®® There would be no pursuit of increased donor aid; no alternative
scenarios provided unless asked; countries must continue to ensure competitiveness via
low inflation targets; countries should smooth their aid expenditures (with aid volatility
reserves); and countries should reduce aid reliance over time. The only recommendation
that the Executive Board accepted was that the IMF would reduce and monitor use of
wage bill ceilings, though they would still be appropriate in certain circumstances. The
IMF also issued a follow-up report,’® which claimed that its review of evidence in a larger
number of countries over a longer period of time showed that almost all increases in aid
were used within a “few years” and that 70% was used within two years of disbursement.

The Center for Global Development has also undertaken a recent assessment of IMF
macroeconomic restraint policies and their impact on countries’ health spending.’® It
found that:
e« The IMF has not done enough to explore more expansionary, but still feasible
options.
» Empirical evidence does not support pushing inflation to the 5% level in low-
income countries.
« IMF should consider the supply side benefits of additional spending on spare
capacity utilization, investment, and future output growth.
* Wage bhill ceilings have been overused (but were included in % of recent IMF
programs in low-income countries).

The UNDP conducted a real world study to explore the impact of IMF policies on Zambia
health spending after it received significant debt relief.®® The report found that IMF and
World Bank conditionalities imposed as part of Zambia debt relief package resulted in
“less capacity to invest in human needs,” including health, than Zambia had before debt
relief. The report also found that alternative policies were needed to allow Zambia to raise
taxes, expand the fiscal deficit, and obtain and spend foreign aid that would buttress
Zambia’s efforts to reach MDGs.
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Following the 2007-2008 sharp escalation of food and fuel prices and the risks of imported
inflation on developing countries, inflation rates, currency reserves, and fiscal deficits, the
IMF’'s policy advice embodied its typical litany of fiscal, monetary and trade policy
recommendations. According to a Dec. 2008 NGO Report,'”” “The central gist of the
policy advice is to pass the higher prices onward from the state to the consumer in order
to ease the external imbalance and budget deficit, tightening monetary policy in order to
abate inflation levels, and employing exchange rate depreciation as a ‘shock-absorber.”
For the IMF, the risk of lower credibility if inflation targets were missed outweighed
probable output losses from raising interest rates. Likewise, the IMF’s policy advice on
fiscal deficits was to reduce universal fuel subsidies, reduce taxes and limit pubic sector
wage increases. Despite the continuation of its cookie-cutter advice, the IMF has also
augmented existing lines of credit for 11 countries with Poverty Reduction and Growth
Facility (PRGF) arrangements and has entered into new PRGF loan programs with four
other countries. In these new arrangements, the IMF has temporarily relaxed budget
deficit and inflation targets, but it simultaneously advises countries to drive inflation and
fiscal deficits level back to unnecessarily restrictive level over the next couple of years, as
shown in the following chart.

Source'®”

The IMF and its supporters continue to claim that it is relaxing its policy prescriptions for
low-income countries, but a review in Tanzania showed the same old-school polices.
Thus as part of Tanzania's agreement with the IMF, the government must aim to shrink its
budget deficit from 3.7% of GNP in fiscal year 2008/2009 to 3.1% of GNP in
FY2009/2010. A January 2009 IMF review of the agreement stated further that any
decrease in revenue—whether tax revenue, official development assistance, or
remittances from African Diaspora that might come about in the wake of the financial
crisis—should be met with “expenditure restraint.” Furthermore, the agreement restricts
the government from seeking domestic sources of financing, and it aims to reduce
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inflation to 5% through monetary policies that reduce economic activity, “including through
rising interest rates when necessary.” These restrictive policies, that will impact health as
well as other spending, continue to be enforced at the same time that rich countries are
using expansionary economic policies to spend their way out of the global recession.

Another recent review by the Third World Network of nine new IMF loans in Eastern
Europe and Pakistan and El Salvador that have been negotiated in response to the global
financial crisis to emerging market countries summarizes the persistence of IMF policy
advice and conditionality in the areas of fiscal policy, monetary and exchange rate policy,
and financial sector policy.'®® In sum, in these nine agreements there are many examples
of public wage and public employment cuts, freezes, and eliminations, including pension
system reforms, tax cuts and tax-exemption reductions, sectoral budget cuts,
development budgets cut in half (Pakistan), and an overall reduction in current
expenditures (public spending/current account expenditure reductions) across all nine
countries. Fiscal deficit reductions in all 9 country cases are set for targets of 3% or
lower. Monetary policy in all 9 cases involves highly restrictive inflation targeting regimes
that have already been, or are soon to be, established. The IMF's monetary policy
remains focused on reducing inflation levels by hiking up official interest rates (Iceland's
18% being the most extreme), reducing money supply, and in Pakistan's specific case,
eliminating all State Bank of Pakistan financing of the government.

One might hope that the deepening global recession would cause the IMF to rethink its
policies, especially in Africa, so that it too might be able to pursue more expansionary
fiscal policies to offset precipitous declines in export earnings and aggregate demand and
to address additional demands for social spending. However, a March 2009 report from
the IMF, Impact of the Global Financial Crisis on Sub-Saharan Africa,'® continues to
prioritize macroeconomic fundamentalism. Although a few countries with low debt and no
financing constraints (stable tax revenues) might undertake fiscal easing, the IMF said
that most countries must “preserve hard-won gains in economic fundamentals” by
avoiding excessive borrowing that crowds out the private sector or fiscal measures that
might exacerbate the loss of foreign exchange reserves. In sum, the IMF advises: “To
support growth and create fiscal space, all countries would be well-advised to persevere
with structural fiscal reforms.” The IMF paper also prioritizes continuing efforts to prevent
inflation. Paradoxically, the IFM also continues to discourage capital controls, arguing that
they are unlikely to be effective, while at the same time it argues that scarce government
revenues should be used to protect the safety and functioning of the financial system.

Finally, a recent study has correlated higher
TB disease and death rates with the
presence of IMF policies.”® IMF programs
in 21 post-communist countries over a 20
year period were correlated with a 13.9%
increase in TB incidence, a 13.2% increase
in TB prevalence, and a 16.6% increase in
TB mortality. Introduction of IMF programs
was also correlated with large decreases in
government expenditure, TB program
coverage, and the number of physicians per
capita. There was a 30.7% decrease in
Source™ mortality associated with exiting IMF
programs.
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9. CONCLUSION

Civil society health and human rights activists must be prepared to fight for every penny
and pound that they can get to increase resources for health. In developing countries,
they must fight for their governments to prioritize health and to allocate larger shares of
their budgets to health. They must fight corruption, inefficiency, and incompetence — the
sheer waste of scarce resources that robs people of service delivery. And they must fight
for conditions that will expand public sector resources by reversing capital flight and tax
avoidance, by making tax collection more efficient and progressive, by improving terms of
trade, and by growing their economies more quickly, especially by increasing employment
in the formal sector.

In donor countries, activists must insist that donors fulfill their existing commitment to
increase official development assistance to a minimum of .7% of GDP and for 15% of that
sum to be targeted towards health. The Global Fund should be fully funded; GAVI should
be fully funded; PEPFAR should be fully funded; IHP compacts should be fully funded,
and Europe, the E.C., and Japan should live up to their fair share obligations. Funding
mechanisms must be found for maternal and child health, for comprehensive primary care
more broadly, and for expanding and improving health care capacity. Likewise, activists
must advocate for innovative financing mechanisms, such as that offered by a currency
transfer tax, that can raise additional resources for health. Rich countries must improve
their aid, making it less volatile, more predictable, and longer-term so that countries can
make sensible investments in expanding human resources for health and health capacity.
Activists must ensure that donors channel their money wisely, so that it reaches the
ground, using existing multilateral institutions like the Global Fund and GAVI as well as
more direct health sector budget support. Donors should help build sustainable in-country
capacity in health planning, budgeting, financing, management, and service delivery at the
same time that they invest in strengthening community systems.

Donors must also get their act “together.” The fragmented architecture of donor
assistance creates redundancies, gaps, and inefficiencies at the same time that it imposes
excessive transaction costs on both developing country governments and implementers.
But, activists must be wary of who gains control of health system strengthening. It would
be deeply ironic if the institution that helped dismantle developing country health systems
— the World Bank — was suddenly empowered to supervise their rehabilitation. We could
certainly expect privatization and market based solutions to what are human rights to
health and essential health commodities.
In response to its multiple critics,*9****? the IMF frequently claims that it has modified its
macroeconomic policies in response to criticisms of structural adjustment programs and of
on-going adverse effects on health spending. A review of the most recent evidence is that
the IMF continues to prioritize what it calls “macroeconomic stability,” including low
inflation rates, low fiscal deficit, and high currency reserves, over all other development
and health concerns. It continues to ignore the possibility of microeconomic
accommodations of increased aid flows and domestic expenditures that would not in fact
create strong risks of hyperinflation and destabilization.***!*  Assumptions that
Dominigue Strauss-Kahn, the new French socialist Managing Director of the IMF, would
change IMF policy mandates or that the IMF has turned in new directions because of
food, fuel, and recessionary shocks imported into developing countries have proven
illusory at best. If the IMF's hydraulic pressures constraining increased fiscal
expenditures persist, then developing countries will continue to restrict expansion of
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health financing by substitution (decreasing domestic health funding as donor funding
increases), by refusing to invest in recurrent costs for additional health workers, and by
neglecting needed investments in health infrastructure and health system strengthening.
The Health 8, the Taskforce on Innovative Financing, the IHP+, multilateral and bilateral
donors, and health activists must all demand immediate and profound changes to the
IMF’s lock-down policies on health sector spending. Members of the Executive Board of
the IMF must be instructed by their governments to change overly restrictive IMF policy
prescriptions and to widely publicize those changes to line officials and to developing
country ministries of finance. The time for false assurances has ended — it is a time for
action.
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