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Summary

This study explores the dynamics of state interactions with institutions for global
public health. It investigates three separate, but intrinsically linked questions: why
donor states contribute resources to certain international institutions, which developing
states aim to acquire these resources, and how institutions ultimately translate between
donors and recipients in their decisions about resource distribution.

The study contributes to the theoretical literature by adapting and extending ex-
isting theoretical frameworks to a new issue area. The first of three chapters uses a
principal-agent approach for a clear conceptualization of donor state preferences with
regard to the choice of an institutional agent. The second chapter shows that a domestic
politics perspective can explain how developing states decide whether or not to apply for
health grants from the Global Fund. The third chapter again employs a principal-agent
approach to shed light on the distribution of power between the institutional actors that
decide about Global Fund grants.

The empirical contribution lies in the first cross-national and cross-institutional study
of multilateral health aid allocation in the second chapter, while the third and fourth
chapters present the results of the first large-n analysis of grant-giving by the Global Fund
to Fight AIDS, Tuberculosis and Malaria. The three chapters are based on distinct,
original datasets, and the aggregation and analysis of this data constituted a major
component of the thesis. Quantitative methods are employed throughout the project;
results are based on a series of multilevel regression models which incorporate random
intercepts at the appropriate levels.

Chapter 2 asks how donor states decide how to allocate their multilateral health aid
in the face of increasing institutional choice. I argue that one main heuristic used by
donor states is the degree of policy congruence between them and a number of poten-
tial institutions, which is motivated by a desire to minimize delegation problems in a
principal-agent setting. An empirical analysis of 22 donors’ health contributions to 12
major international organizations from 2000 to 2009 finds support for this argument.

Chapter 3 explores why developing states turn to the Global Fund to Fight AIDS,

i



Tuberculosis and Malaria for aid, and why they so rarely capitalize fully on their chances
to apply. Based on an original database of more than 3.000 decision points for 125
countries over nine years. I show that requesting aid is by no means a foregone conclusion,
but one that comes with potential political costs that can offset enough of the financial
benefits to keep states from applying. Rather than being primarily based on actual
public health pressures or economics, the decision to apply is in fact heavily political.
Chapter 4 takes a close look at variation in grant decision-making by the Global
Fund to Fight AIDS, Tuberculosis and Malaria. Using a principal-agent framework, I
explore in how far grants are dependent on the preferences of different actors involved
in the institutional process. An empirical analysis of Global Fund grant applications
shows that technocratic variables linked to expert preferences explain whether grants are
recommended for funding, and their approved grant amounts. However, donor states’
political preferences still influence whether or not an applicant will receive what they

asked for.
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Chapter 1
Introduction

Public health has become one of the core development challenges facing the world in
the 21st century. Guaranteeing some measure of public health has long been considered
an essential state task, and is thus a deeply political issue. Yet health problems and
diseases transcend national borders, making them and their consequences impact not
only on developing states: “despite their power, it is extremely unlikely that developed
countries will be able to remain an island of health in a global sea of disease” (Price-
Smith 2002, p.122). As a result, states have turned to international cooperation to
achieve better global public health provision. Health represents a particularly important
issue area for exploring how states and institutions interact given that many problems
and solutions lie outside the control of individual actors, comparable to areas such as
environmental protection or international security.

Analyses of global health institutions from a political science perspective are sur-
prisingly rare. One explanation is that global public health sits at the intersection of a
number of other strands of research, such as studies on the more general dynamics of
international institutions, on the multilateral distribution of development aid, and on
the micro-level implications and in-country approaches to providing health. Even where
research has explicitly turned to global health, it is often descriptive or normative, but
has seldom been conducted in a theoretically informed, empirical manner.

This project aims to close the gaps in the literature and answer three closely linked
questions about global health institutions that have gone unanswered: how do donor
states decide to which international institutions they contribute financial resources: how
do recipient states attempt to access these resources; and how do institutions ultimately
translate between donors and recipients in their aid distribution. However, rather than
concentrate exclusively on one particular organization or aspect of decision-making, the

following substantive chapters are cross-national, cross-institutional, and cross-temporal.
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Furthermore, the dissertation is structured not only to give a more comprehensive ac-
count of the institutional dynamics in the field of global health. but also to mirror the
different parts of the decision-making process: institutional politics (inputs), processes
(throughputs). and policies (outputs). Chapter 2 considers the question of donor contri-
butions to a number of global health institutions, which covers aspects of institutional
inputs and throughputs. Chapter 3 focuses on inputs with state applications for grants
from the Global Fund to Fight AIDS, Tuberculosis and Malaria, arguably the most im-
portant global health institution of the last decade. Chapter 4 analyzes institutional
throughputs and outputs by explaining how the Global Fund decides its grant distribu-
tion.

The study’s theoretical contribution consists in the adaptation of well-established
theoretical frameworks to a largely uncharted issue area. Approaches such as principal-
agent theory have been important tools in analyzing other international institutions
(Nielson and Tierney 2003; Bendor and Meirowitz 2004; Hawkins et al. 2006; Copelovitch
2010), since they allow for a clear conceptualization and distinction of the marginal
effects of different actors, and they inform and guide the empirical testing throughout
the project. This extension of established theories makes a comparison between global
health and other, more commonly analyzed institutions and issue areas possible, and
brings global health more in line with larger debates in international relations.

Empirically, the literature on global public health and the relevant institutions has
generally relied on case studies (Mosley, Harrigan and Toye 1991; Killick 1998; Burnell
and Morissey 2004; Lu et al. 2006; Huckel Schneider 2008a; Brown 2009; Whitfield 2009),
with some exceptions (McLean 2012). This project remedies this lack of systematic
large-n work by building and examining three separate datasets, each of which forms the
basis of the first quantitative analysis of its kind. Neither Global Fund applications nor
grants, nor donor state contributions to health institutions, have been the subject of a
data-driven examination from a political science perspective. Collecting and refining the
data necessary to adequately answer the research questions was one of the major tasks
of this project. As an example, the first substantive paper on donor state contributions
only involves two main independent variables and six controls, but constructing these
variables entailed the creation of a dataset with several hundred thousand cells. This is
due to the multiplicative effect of data spanning across multiple levels, such as several

donors contributing to a number of institutions over multiple years.! Similar efforts of

! Continuing the example above, one main independent variable in the first chapter is the average
geopolitical alignment of donor states with all other member states of an institution. This means that
for donor A, alignment values for 22 to 191 other states (depending on the institution) have to be
generated and averaged. This is repeated for cach of the ten years in the study’s time frame, and for
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dataset creation and maintenance were made for the two chapters on the Global Fund.

All datasets involve some degree of grouping at different levels. For example, grant
application success can be modeled as depending on characteristics of individual appli-
cations. but a separate model can also be fitted within cach applying country, where
parameters depend on country characteristics. Because applications are clustered within
countries, a reliable overall model considers both the application-level regression and
the country-level regression within a multilevel regression framework. Similarly, donor
contributions or grant application decisions are clustered within states and years, and
such nested data is most appropriately modeled with hierarchical multilevel regression
models.> Multilevel modeling also offers advantages over the two alternative statistical
approaches in simple ordinary least squares (OLS) estimation, and OLS regression with
clustered standard errors. The former produces distorted results where observations
within a cluster are correlated, and clustered standard errors are only reliable where
across-cluster observations are independent both factors cannot be considered a given
(Primo, Jacobsmeier and Milyo 2007).

[ begin the investigative process with the first paper, Chapter 2, that seeks to explain
variation in how donors distribute their multilateral health aid budgets between a number
of international institutions. Donor states face increasingly complex budgetary decisions
because of an expanding number of multilateral institutions involved in global public
health. How donors choose between different recipients in a bilateral context has been
researched extensively, but the same cannot be said for the allocation of multilateral
budgets on a range of institutions. Since states find themselves in the position of a
principal choosing an institutional agent, I argue that they aim to channel their resources
into institutions that minimize principal-agent problems, which are those with whom
donors are policy congruent meaning well-aligned with other state principals, and with
known institutional outputs.

After the initial cross-institutional analysis, the remainder of the project concentrates
on one of the most important global health institutions of the last decade, the Global
Fund to Fight AIDS, Tuberculosis and Malaria (Global Fund). The focus on the Global
Fund is motivated chiefly by its importance in the field of global health, and the paucity of
empirical studies on its institutional processes. Furthermore, the Global Fund constitutes

the most high-profile example of a new breed of international institutions existing outside

cach of the 12 institutions in the sample. The process is then run again for donors B through V. As a
result, one coefficient reported in the regression tables is based on around 180,000 cells of data.

2 Such regressions are also sometimes called random-effects or mixed-effects models. Because these
terms are not always defined consistently, this project exclusively uses the term “multilevel model” for
the sake of clarity.
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the United Nations system, which exhibit innovative governance structures such as the
heavy reliance on technocratic expertise in the decision-making process, and have a lean
operational structure that is built around a managerial approach to problem solving
(Huckel Schneider 2008b). Regardless of whether the Fund is an outlier or heralding a
trend in institutional design, it allows us to study the behavior of different actors in a
novel institutional setting. In addition to these substantive arguments, the Global Fund
provides a wealth of empirical data due to its high degree of transparency for example,
full information is available on grant applications even where they were rejected, which
is not the case for practically all other international institutions.

The first of two chapters on the Global Fund, Chapter 3, asks why states decide to
apply for grants from the Fund, or why they would refrain from doing so. Given that
the costs of designing and filing an application scem much smaller than the potential
payoffs, it is puzzling why a country on average only applies less than a third of the time
it is eligible for grants. I propose that a significant part of the variation in application
decisions can be explained by the domestic political situation an applying executive finds
itself in. The empirical analysis shows that political costs for governments indeed reduce
the likelihood of requesting aid from the Fund, and that contrary to expectations, public
health concerns are of lesser importance for such decisions.

The third paper, Chapter 4, looks at variation in three key measures of the Global
Fund’s institutional output: which grant applications are approved for funding; the
amount of money awarded to approved grants; and the discrepancy between requested
and approved grant amounts. Echoing Chapter 2, a principal-agent framework is used to
conceptualize the Fund’s decision-making process, which provides a role for both public
health experts and for political representatives of stakeholders. Based on data on grant
applications from 2002 to 2010, I demonstrate that the Global Fund has been largely suc-
cessful in ‘depoliticizing’ grant approval and grant amounts, which are chiefly determined
by the preferences of health experts, and insulated from political variables. However,
the discrepancy between proposed and approved grant amounts is still at least partly
dependent on political preferences of the Fund’s six largest donor states —developing
states that are attractive to donors more often than not get what they asked for, while
others can experience dramatic cuts to proposed budgets.

This project thus aims to remedy deficiencies in the literature on international insti-
tutions, global public health, and development aid, and provide a more comprehensive,
empirically based account of how states and global health institutions interact on mul-

tiple levels.
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Donor Choice in Multilateral Health
Aid

Donors of development aid for health face an increasingly complex decision when dis-
tributing their contributions. While a significant portion of aid continues to be given
bilaterally, donors also have the choice of an expanding number of multilateral institu-
tions involved in global public health. How donors choose bilateral aid recipients has
received considerable attention in the literature. But how do the same donors allocate
their multilateral budgets between a range of institutions? I argue that when donor
states decide how to channel their multilateral health aid, they are guided by the level of
congruence between an institution’s policies and their own. To adequately evaluate and
predict policy congruence, donors have to take all actors into account that could influ-
ence the policy-making process, meaning both member state principals and institutional
agents. Donors will allocate greater parts of their health aid budgets to institutions where
they are more closely aligned with both actors. The chapter presents a set of empirical
tests of this argument based on financial contributions by 22 OECD donor states to 12
international institutions with health programs between 2000 and 2009. Results show
that an institution receives a significantly higher percentage of states’ multilateral aid
budgets when donors are more aligned with other member state principals. On the other
hand, it matters little if the policies of donors and institutions are aligned as expressed
in spending priorities and patterns —whether institutional spending is complementary or
congruent with how donors distribute their bilateral aid is unimportant when choosing

to delegate health aid.
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2.1 Introduction

In the decade since the turn of the millennium, developed countries have on average
channeled more than 30% of their development aid through multilateral institutions,
and allocated over US $40 billion to global public health programs. Donor states rely on
multilateral institutions to distribute aid, but the number of such institutions involved
in public health has been rising. Where the World Health Organization (WHO) once
dominated the field, it has been joined by other UN organizations with substantial health
programs of their own, such as the Joint UN Programme on HIV/AIDS (UNAIDS), the
UN Children’s Fund (UNICEF), and the UN Population Fund (UNFPA). The past 20
years have further seen a host of institutions outside the UN system becoming involved
in global health such as the World Bank, the European Union (EU), the Global Alliance
for Vaccination and Immunization (GAVI), and the Global Fund to Fight AIDS, Tuber-
culosis and Malaria (Global Fund). Faced with greater institutional choice and domestic
budgetary pressures, donor states must make a complex decision about how to allocate
their resources between multilateral organizations. How do donors make this choice?

While a donor state has complete authority over its bilateral aid allocation, dele-
gation to a multilateral institution reduces control and presents two main problems:
how to find common ground with other principals, and how to ensure the institution
remains committed to a donor’s preferences about aid distribution. Despite such con-
cerns, multilateral institutions are attractive to donors since they allow them to pool
resources, facilitate coordination, provide specialized expertise, and signal credible pol-
icy commitment—they constitute an effective way to provide global public goods (Balogh
1967). Yet little has been said about how donors choose between multilateral institu-
tions and why this would change over time, even though there is a substantial body of
literature that examines how donor states choose between bilateral and multilateral aid.

This chapter investigates institutional choice by examining how donors distribute

their multilateral aid budget among a number of global health institutions of different
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size, composition, and focus. For example, in 2000 the United States channeled 22% of
its total multilateral health aid through UNICEF and 48% through the World Bank’s
International Development Association. Ten years later, these organizations seem to
have lost much of their attraction so much so that in 2009, both institutions together
received not even 9% of all American multilateral contributions for health, while almost
75% were delegated to the Global Fund.

The study will look at the behavior of 22 of the 24 members of the OECD’s De-
velopment Assistance Committee: Australia, Austria, Belgium, Canada, Denmark, Fin-
land. France, Germany, Greece, Ireland, Italy, Japan, Luxembourg, Netherlands, New
Zealand, Norway, Portugal, Spain, Sweden, Switzerland, United Kingdom, and the
United States.! Between 2000 and 2009. these donor states delegated almost US $300
billion in development aid to multilateral institutions, more than $40 billion of which
were devoted to health programs run by 12 organizations: African Development Fund
(AfDF), Asian Development Fund (AsDF), the EU’s development aid programs, GAVI,
Global Fund, the World Bank’s International Development Association (IDA), the Inter-
American Development Bank’s Special Fund (IDB), UNAIDS, UN Development Pro-
gramme (UNDP), UNFPA, UNICEF, and the WHO.

I argue that donors decide the level of delegation to a particular institution based on
how geopolitically aligned they are with its member states, and how similar institutional
aid allocation patterns are to their own. An institution exhibiting high policy congruence
with a donor is more attractive because it ensures that delegation will not compromise
a donor’s core preferences about aid distribution. Accordingly, the more a donor prefers
an institution as an allocation channel, the greater a share of multilateral health aid the
agency will receive from this state.

This chapter proceeds as follows: the next section outlines donor state delegation to

multilateral aid institutions (section 2.2) and shows the substantial variation in donor

! Excluded are South Korea, which only joined the Committee in 2010, and the European Union,
whose member states are also individual members of the Committee, creating endogeneity problems.
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budget allocations to a number of international aid agencies (section 2.3). I briefly ex-
amine the state of the literature (section 2.4), and offer a principal-agent framework for
analysis (section 2.5). Following this, the impact of policy congruence between donors
and institutions is tested on a dataset spanning the period of 2000-2009 for 22 donor
states (section 2.6). The chapter concludes by summarizing key findings and their im-
plications for our understanding of multilateral aid, and international institutions more

generally (section 2.7).

2.2 Delegation to Multilateral Aid Institutions

International relations scholarship has increasingly employed principal-agent models
over the last decade (Nielson and Tierney 2003; Bendor and Meirowitz 2004; Hawkins
et al. 2006; Copelovitch 2010). The principal-agent approach explains why and how
a principal a state, or a group of states as a collective principal grants conditional
authority to an agent that empowers the latter to act on behalf of the former, in what is
commonly known as delegation (Hawkins et al. 2006). Considering that development aid
can be used as a powerful method to influence recipient states and pursue political and
economic state interests, states should be reluctant to hand over control of this tool to an
international organization. Donors cannot keep complete control since they are unable
to sufficiently monitor the agent (perfect monitoring would be prohibitively expensive),
which inevitably leads to some degree of ‘agency slack’, and to outcomes that might not
be in the principal’s direct interest. It is for this reason that delegation to multilateral
agencies can be a controversial move for governments, and might be unattractive for
those under domestic pressure to retain sovereignty (Lake 2007).

In all multilateral aid agencies, member states and other political stakeholders hold
some form of ultimate authority over institutional policymaking, but certain parts of the

decision-making have been delegated to agents. Their tasks can range from the more
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trivial to the vitally important, from compiling documents, and preparing meetings,
to shaping institutional agendas and strategies, or determining resource distribution. A
central tenet of principal-agent theory holds that all agents possess and pursue their own
interests and aim to maximize their autonomy within the constraints that principals set
out. In the case at hand, this should be easier to achieve because it constitutes a situation
of common agency, or multiple principals. Control over international institutions is
not exercised by a unified principal acting on coherent preferences, but rather multiple
principals with imperfectly overlapping preferences about the agent’s behavior as a
result, overseeing the agent is more difficult, and its independence is increased(Nielson
and Tierney 2003; Copelovitch 2010).

Despite these drawbacks, there are several reasons why donors could find delegation
useful: institutional agents gather information, monitor compliance, or provide special-
ized expertise; they make policy coordination and dispute resolution easier; or even serve
as a convenient scapegoat for unpopular decisions and policies (Haas and Adler 1992;
Koremenos 2008). Milner (2006) points out that donors can also convince domestic au-
diences of the altruism of their actions when they delegate to multilateral institutions,
while still using bilateral aid budgets to further their political goals. All this can make
multilateral assistance a very attractive option for donors.

This leaves open the question how donors minimize the risk of a ‘runaway agent’
acting against their interests. There are two possibilities for principals: use incentives
and punishments to keep the agents in line even in the absence of perfect monitoring
(Weingast 1984; Miller 2005), or allocate aid to organizations whose policies are already
congruent with the donors’ preferences. The latter is an especially effective strategy
because it allows donors to enjoy the benefits of institutional delegation without the
need for constant negotiation, supervision, or a potentially costly circle of punishing and
rewarding their agent. It also explains why principals in a number of international or-

ganizations (such as the Global Fund, see Chapter 4) rarely, if ever, exercise their power
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to modify or reject program proposals and staft recommendations: if the donor is suffi-
ciently certain that an agent’s preferences are already aligned with its own, adjustments
can be kept to a minimum.

Taken together, the risks and benefits of delegating aid allocation to multilateral insti-
tutions suggest that donors” dominant strategy will be to regularly go ‘forum shopping’,
re-evaluate institutional policies, and choose to contribute more to institutions whose
known policy preferences are aligned with their own. Since an organization’s policies
are determined by collective decision-making among the principals, but influenced and
modified by agents, donors will delegate greater portions of their budgets to institutions
where they are more closely aligned with both parties.

Multilateral cooperation on health is especially useful to test such hypotheses about
institutional choice, because donors can select among a relatively limited number of in-
ternational agencies with substantial health programs, but the institutions themselves
vary greatly in size, structure, and scope. The menu of donor choice includes organiza-
tions both regional or global (AfDF or UNDP). old or new (IDA or GAVI), state-centric
or including other actors (WHO or Global Fund), generalist or focused on specific dis-
eases (UNICEF or UNAIDS), and a number of other criteria.? The following section will
outline the observable outcome of donor preferences about delegation to these different

agencies, namely the varying allocation of resources.

2.3 Variation in Multilateral Aid Allocations

The 22 donor states in the sample show great variation in how they allocate their
health budgets to the 12 multilateral institutions that are classified by the OECD as
having substantial global health programs (OECD 2011).

The dependent variable capturing this variation is the percentage of a donor’s total

multilateral heath aid channeled through institution X in year Y. While the interpretation

2 See table 2.1 (pg. 11) for an overview of the institutions in the sample.
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Table 2.1: Multilateral institutions included in the sample

Name Abbreviation  Founded Principals  Spending on health  UN-affiliated
African Development Fund AfDF 1972 Tl 0.8% no
Asian Development Fund AsDF 1973 62 2.2% no
European Union development aid programs — 1957 27 7% no
Global Alliance for Vaccination and Immunisation GAVI 2000 21 100% no
Global Fund to Fight AIDS, Tuberculosis and Malaria  Global Fund 2002 31 100% no
World Bank International Development Association IDA 1960 170 8.1% no
Inter-American Development Bank Special Fund IDB 1989 47 2.0% no
Joint United Nations Programme on HIV/AIDS UNAIDS 1996 36 100% yes
United Nations Development Programme UNDP 1965 36 3.7% ves
United Nations Population Fund UNFPA 1971 36 100% yes
United Nations Children’s Fund UNICEF 1946 32 15% yes
World Health Organization WHO 1948 192 88% ves
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of the variable is intuitive, it is not always as straightforward to calculate as in the case
of bilateral aid. First, it is established what amount of a donor’s imputed multilateral
aid to health is channeled through a particular institution. As an example, Finland
allocated $24 million in total to the United Nations Children’s Fund (UNICEF) in 2009,
and in turn the agency spent roughly 15% of its budget on health programs in the same
year —as a result, Finland’s imputed multilateral aid to health through UNICEF in 2009
was 15% of $24 million, or $3.6 million.

Second, this result is expressed as a share of all imputed multilateral aid to the
twelve institutions in the same year. Finland channeled $62 million in imputed health
aid through all agencies, meaning its contribution to UNICEF represents 5.8% of its
multilateral health aid in 2009. In other words, out of all its aid to the health sector
through multilateral channels, Finland let UNICEF distribute only 5.8%, compared to
20% for UNAIDS, and almost 50% for the UN Population Fund.

Other donors prefer delegating to different agents. For example, Canada channeled
more than 70% of all multilateral health aid through the Global Fund in 2009, and
Greece allocated 80% of its budget to programs run by the European Union. However,
aid allocation choices do not only vary between donors, they also change significantly
and frequently over time for each donor. As outlined before, the aid allocation patterns
of the United States changed radically in the space of nine years: in 2000, it channeled
70% of its health aid through UNICEF and IDA, but the percentage dropped to barely
9% in 2009. This loss was primarily the Global Fund’s gain, which increased its share of
American multilateral contributions for health from zero to almost 75% during the same
time frame. The United Kingdom’s aid allocation underwent a similar transformation
from 53% of health aid going through the World Health Organization in 2000, to only
9% in 2009.

The imputation of contributions is necessary because donors normally contribute to

an agency’s overall budget, rather than allocate funds to individual issue areas such as
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Figure 2.1: Percent of donors’ multilateral health budgets allocated to institution. Points
represent the ten-year average for a donor-institution dyad.

health. Imputation is not needed if an institution spends 100% of its funds on health
programs (like the Global Fund or UNAIDS), and if donors delegated only to such
organizations, this computational step would be altogether unnecessary. However, many
states give substantial amounts to organizations such as the World Bank’s IDA, which
is an important actor in global health, but only devotes 7-10% of its budget to the
issue. What is more, donors might systematically prefer (or dislike) delegating to such
mixed-function agencies, and this variation would be lost if they were excluded from
the analysis. Calculating imputed multilateral aid is a method developed by the OECD
Development Co-operation Directorate (2011), to which both donors and multilateral
institutions directly report their yearly spending allocations. Despite its usefulness and
data availability, imputed multilateral aid only been used in a handful of previous studies
(Rajan and Subramanian 2005; Powell and Bobba 2006; Woods 2008).

Figure 2.1 presents the substantial variation in health aid allocations to various in-
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ternational institution among the donors in the sample, and shows that some states have
clear preferences for particular institutions. For example, Mediterranean states such as
Greece and Italy strongly prefer delegating to EU programs, even where other European
countries do not, while the US and to a lesser degree Canada allocate most of their
multilateral health aid to the Global Fund. UN-affiliated agencies such as UNAIDS,
UNICEF, and the WHO have trouble attracting larger parts of donors’ health budgets,
with the exception of the UN Population Fund (UNFPA), which is heavily used by
small-volume donors like Denmark, Finland, and New Zealand. The differences in how
well institutions are able to attract large parts of donors’ budgets can further be seen in

Figure 2.2.
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Figure 2.2: Percent of multilateral health aid allocated to institution. Points represent
the ten-year average for a donor-institution dyad.
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To summarize, donor preferences about delegating multilateral aid can be measured
by what percentage of all health aid was channeled through an institution in a particular
year. The more preferred an institution is as an allocation channel by a donor, the greater

the share of this state’s multilateral health aid it will receive.

2.4 State of the Literature

Despite the number of studies on development aid in general, global public health
remains understudied in international relations scholarship. To date, no systematic study
of donor contributions to multilateral health institutions has been published. However,
there are a number of useful strands in the literature on aid, and on delegation, that can
help provide context for the question.

The more general assertion that states aim to make use of multilateral institutions
to pursue foreign policy objectives is exceptionally well-supported by the literature.
Authors providing evidence of this behavior include Alesina and Dollar (2000); Burnside
and Dollar (2004); Oatley and Yackee (2004); Broz and Hawes (2006); Dreher, Sturm
and Vreeland (2009b); Bearce and Tirone (2010); Copelovitch (2010); Vreeland (2011),
and others.

In the case of development aid, donor states typically specify which share of the aid
budget will be allocated to multilateral institutions, and which share is to be given to
recipient states bilaterally. The literature remains dominated by studies on bilateral aid
relationships (Mckinley and Little 1979; Maizels and Nissanke 1984; Schraeder, Hook
and Taylor 1998; Alesina and Weder 2002; Dollar and Levin 2006), and normally focuses
on the reasons why donors allocate aid to a specific recipient country. Donors commonly
reward developing nations that are of political, economical, or strategical importance to
them, although this behavior is not entirely consistent across donors: France, Italy, and

Japan are especially ‘egoistic’, in that donor interest clearly outweighs recipient need as
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a determining factor of foreign aid, while Austria, Switzerland, or the Nordic countries
are much more ‘altruistic’ (Berthelemy 2006). Notwithstanding some diverging results,
there is a general agreement that bilateral aid allocation is a strategic choice by donors,
and there is nothing to imply this would be different for multilateral aid allocation.

In contrast to bilateral aid, the concrete factors explaining donor delegation to mul-
tilateral agencies have rarely been investigated, and even then authors typically concen-
trate on one case (Nielson and Tierney 2003; Martin 2006; Copelovitch 2010). These
studies are still useful points of departure, as they show that states are indeed more
amenable to delegation when their own preferences and those of their agents are aligned
(Martin 2006). Milner (2006) explains a donor’s choice between bilateral and multilat-
eral delegation, and provides a number of variables influencing the delegation decision.
The only cross-institutional quantitative analysis of donor choice in multilateral aid to
date has been conducted by McLean (2012), which is also based on a OECD dataset.
The article focuses on EU-15 donors and three international institutions, but does not
cover a particular issue area such as health. McLean provides statistical evidence that
donor states systematically prefer delegation to agencies with whose members they are
more closely aligned —where preferences converge, donors are more comfortable with
allocating larger parts of their budgets.

On the theoretical level, there have been several decades of attempts in different dis-
ciplines to model the behavior and interplay of principals and agents. Miller (2005) pro-
vides a comprehensive overview of the use of principal-agent theory in political science,
including its roots in the economic analysis of insurance such as Spence and Zeckhauser
(1971). The case of donor choice presents an additional complication of the ‘canonical’
principal-agent model, in that it has to account for situations of multiple principals,
which relaxes the original assumption of a unified principal acting on coherent prefer-
ences in much of the economic literature. Studies show that this creates problems for

both sides, in that principals lose some degree of control over the articulation of inter-
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ests, and that agents find themselves faced with a range of preferences. some of which
might be conflicting (Moe 1987). The shortcoming of the majority of research is that
it concentrates on multiple principals overseeing one agent, rather than looking at a
plurality of actors on both sides.

To summarize, donor choice in multilateral aid in general, and in health aid in par-
ticular, has not been studied in the theoretically informed, methodically rigorous way
seen in studies of other issue areas and institutions. This chapter aims to close this gap

and explain how donors choose which agency to delegate to.

2.5 Modeling Donor Choices

Expressed in general theoretical terms, a donor state’s goal in the distribution of mul-
tilateral resources is that it complements or enhances the donor’s foreign policy objectives
towards the recipients of said resources. Domestically set objectives for development aid
range from a more self-interested propensity to strengthen trading partners, to encourag-
ing democratic processes and peace, or the collective good of environmental preservation.
While donors differ greatly in how they order and prioritize these objectives, they have
in common that they do not only want bilateral aid to reflect these priorities, but also
multilateral aid. The agents in the distribution of multilateral aid are the international
institutions acting as middlemen, and on the most basic level, their primary goal is to
maximize their budget, autonomy, and influence. In the scenario at hand, however, the
principals do not have to interact with one particular agent, but can rather pick and
choose. This heavily favors donors that are willing to take their resources elsewhere if
they are dissatisfied with an agent, and puts institutions at a disadvantage that is not
part of a regular principal-agent setting. For this reason the remainder of the chapter
puts the emphasis squarely on donor choice.

Delegation to a multilateral organization comes with substantial benefits, but is not
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without cost. The greatest risk for a state is to delegate authority and resources to
an institution which then pursues policies vastly different from donor preferences, and
thereby greatly reduces the usefulness of development aid as a strategic tool of foreign
policy. To prevent this, a donor can either monitor, punish, and incentivize one particular
agent to enforce a congruence of preferences, or choose between different agents and
allocate most resources where principal and agent preferences are already congruent.
The latter incurs less institutional friction, limits the need for negotiation, and as a result
is more cost-effective. I argue that the main heuristic used by states to choose between
organizations is based on policy congruence the alignment with other principals, and
with the institutional agent.

Policy congruence is attractive to donors because it allows them to avoid most costs
of delegation, but still use the organization to coordinate and implement the policies they
prefer unilaterally. When donors make decisions based on predictions about whether an
institution’s policies will be congruent with their own, they have to take into account
all actors that may influence the policy-making process. In most organizations, policies
are created through the interplay of state principals and institutional agents. It is still
contested within the literature whether it is principals or agents who have the last word
on institutional policy, and arguments and empirical evidence have been provided for
either side (Schraeder, Hook and Taylor 1998; Flinders and Buller 2006; Barnes and
Brown 2009; Borzel 2009; Kilby 2010) or even for both (Copelovitch 2010). The reason for
these disagreements is that the power balance between principals and agents is context-
sensitive and differs between different organizations, so a cross-institutional analysis
cannot assume it to be constant. The chapter at hand circumvents this problem by
allowing a state to consider the preferences of principals and the possible influence of

agents when evaluating policy congruence.
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2.5.1 Alignment with Member States

Rather than choosing a venue for cooperation first and then trying to influence and
possibly change its members’ preferences, it is considerably cheaper for a donor to deter-
mine what states they are already aligned with, and then delegate to institutions that
maximize the number of aligned member states.

Less aligned preferences can make delegation an unattractive choice, because nego-
tiations become more difficult—and thus more costly—when countries disagree about
which institutional policy to adopt. More importantly, divergent preferences mean that
any policy resulting from institutional negotiations will only be satisfactory to some
members, but not to others; the more heterogeneous state preferences are, the greater
the chance for an individual donor to end up on the ‘losing’ side with an institutional
policy not in line with its own preferences. Furthermore, oversight in all institutions in
the sample is exercised collectively, meaning that member state assemblies or executive
committees supervise the execution of institutional responsibilities. This presents a dou-
ble challenge for donors: not only is supervision itself imperfect, but it might also be
exercised by a part of the institution that does not include themselves. This provides a
very strong incentive for donors to favor institutions which are overseen by states with
which they are closely aligned (De Wet 2008).

Preference alignment will be measured using the Affinity of Nations dataset (Gartzke
2006), which provides scores for the similarity of votes in the UN General Assembly. A
number of studies have shown that voting similarity provides a useful shorthand for
overall geopolitical alignment (Voeten 2000, 2008; Vreeland 2003, 2011), and greater
alignment has already been found to positively influence aid allocation, albeit in a bi-
lateral context (Dreher, Nunnenkamp and Thiele 2008). Note that UN voting similarity
is intended purely as a proxy for how aligned state preferences generally are, but this
does not presuppose that donors themselves actually use these records as a base for

policy decisions in other issue areas. However, states that generally agree on topics as
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diverse as those discussed in the General Assembly will rarely have diametrically opposed
preferences in other institutions.

To measure preference alignment, the average similarity of UN voting between a
donor and all other members of the organization is calculated for each donor-institution
pairing in a given year. As an example, to generate Germany’s alignment with the
WHO'’s principals in 2008, 1 identify the UN voting alignment score between Germany
and each of the 192 other WHO member states in 2008, and calculate the average of
all these values. The result of 0.62 (on a scale of +1) indicates that Germany is fairly
closely aligned with WHO members, but considerably less aligned than with Global
Fund principals, where Germany scores 0.75 in the same year. McLean (2012) employs a
simpler operationalization of preference alignment, identifying only the member state of
an institution which is least aligned with a donor state (the minimum value for alignment
between a donor and all other members). A major weakness of this method is that it
overemphasizes negative outliers: especially in large institutions, finding at least one
state with unaligned preferences is highly likely even if a donor were perfectly aligned
with all other states.

A high value means that the donor is closely aligned with many other member states,
and it should allocate larger parts of its health aid budget to the agency as a consequence.
Hypothesis 1 can thus be stated as follows: donor states will channel larger parts of their
health aid budgets through institutions with whose member states they have more aligned

preferences.

2.5.2 Alignment with Agents

In the principal-agent setting of international organizations, institutional policies are
not just determined by member states, but also influenced by agents—an institution’s
leaders, its staff, or independent experts consulted during the decision-making process.

Depending on the institution, such agents can have a significant and sometimes decisive

20



Chapter 2 Donor Choice in Multilateral Health Aid

impact on how policies are made and implemented, which makes ignoring them a risky
strategy. In addition to member state alignment. donors thus also have to evaluate and
predict the degree of policy congruence between themselves and the institutional agent.

In contrast to state alignment, agents’ preferences are much harder to discern, even
though the policy-relevant positions of leaders such as the WHO’s Director-General are
normally known. However, many other agents active in the decision-making process
deliberately refrain from publicly stating preferences to appear impartial, and donors
cannot extrapolate from actor behavior in other issue areas and voting records as in the
case of member states. From a donor’s perspective, agents are thus part of an institu-
tional ‘black box’, their preferences and influence largely hidden from view. A reliable
way for donors to still determine their policy congruence with agents is to disregard the
institution’s internal workings, and instead evaluate its outputs in this case, its aid
allocation patterns. These spending patterns are not random, but the result of princi-
pals’ policy preferences that have been interpreted and transformed by agents. In other
words, institutional outcomes at least partially reflect what agents want, and donors can
compare the resulting patterns to their own preferred allocation of aid in order to judge
how aligned they are with the agency.

The alignment between preferred and actual outcomes can be determined by compar-
ing a donor’s bilateral aid allocations and an institution’s multilateral spending patterns.
Bilateral aid serves as a baseline since it remains entirely under control of the donor and
should thus give an unfiltered account of its preferences in global health. A donor might,
for example, designate the prevention and treatment of sexually transmitted diseases
(STDs) to be its primary health policy goal. These priorities are easily identifiable in
the donor’s bilateral aid budget, where a large proportion is spent on combating STDs.
The patterns can then be compared to those of various multilateral organizations, and
the donor should be most inclined to delegate to the institution that most closely mirrors

its own spending.
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The congruence between donor and institutional policy will be measured using OECD
data on ‘Aid to Health’ (OECD 2011). The data breaks down the amounts given as
health aid into 17 distinct spending categories such as ‘health education’ or ‘malaria
control’, and it does this both for donors’ bilateral aid and for multilateral funding
by the institutions in the sample. For each sector, I convert the spent amount into a
percentage of all health aid, and then calculate the sum of absolute distances between all
these percentages for each donor and institution. The result is a measure of how similar
donors and institutions spend their their money high distance values indicate that a
donor prefers to spend its bilateral aid on very different sectors and programs than the
multilateral institution.

As an example, in 2005 Sweden allocated around 42% of its bilateral health aid budget
to STD programs (including HIV/AIDS) and 10% to basic health care infrastructure,
while the Global Fund spent around 55% of its budget on STDs and nothing at all on
infrastructure. The sum of absolute distances is 13% + 10% = 23% for the two issue
areas: or 115% summed up across all 17 spending categories identified by the OECD. In
the same year, the difference between Sweden’s bilateral spending and the aid allocated
by the Asian Development Fund was 169%, implying that Sweden’s aid priorities are
much closer to those of the Global Fund than the AsDF. As a consequence, Sweden
favors the Fund in delegating its multilateral health aid.

Hypothesis 2 can thus be stated as follows: donor states will allocate larger parts
of their health aid budgets to institutions whose multilateral spending patterns are more

stmilar to donors’ bilateral ones.

To summarize, I argue that donors prefer delegation to agencies with which they have
congruent policies. Donors will judge the degree of congruence based on both the geopo-
litical alignment with other member states, and on the policy overlap as expressed by
spending patterns. All else being equal, states will delegate preferably to institutions

with whose members they agree geopolitically, and share similar aid policies.

22



Chapter 2 Donor Choice in Multilateral Health Aid

2.5.3 Control Variables

The literature has identified a number of variables that influence budget allocations
by donors and could be used as controls. Their usefulness is limited however, because
they usually explain why donors delegate bilaterally or multilaterally, rather than why
they would prefer one multilateral channel over the other. Milner (2006) contends that
wealthier countries  measured by GDP per capita  will be more likely to allocate their
aid on a bilateral basis, since their financial power makes the multilateral pooling of
resources less necessary. Whatever the veracity of this claim, the variable cannot explain
what multilateral institutions more or less affluent donors will prefer. The same is true
for other variables such as population size or the level of government spending as a
percentage of GDP.

The study will nevertheless include several control variables in order to account for
possible systematic variation between donors. The basic controls of donors” GDP per
capita, population, and government spending as a percentage of GDP will show whether
wealthier donors prefer to distribute their donations among fewer institutions, for exam-
ple. There are two potentially confounding factors directly related to an institution: the
size of its membership, because countries might prefer delegating to institutions with
fewer members in order to reduce negotiation times and overall preference heterogeneity
(Kahler 1995); and how much of its budget is spent on actual health programs. Donors
might prefer organizations which specialize in one area —in this case, health —rather
than divide their budget between many avenues for development assistance. The control

variable will be the percentage of an institution’s total budget spent on heath programs.

2.6 Empirical Analysis

This section describes the construction of the dataset used for testing the explana-

tion outlined earlier, the statistical methods, and the results of the analysis. Table 2.2
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provides summary statistics of the dependent, independent, and control variables.

Table 2.2: Summary Statistics: Multilateral Health Aid

Variable n Mean SD Min Max

Dependent variable
Share of multilateral health aid (%) 2570 856 1349 0  90.21

Independent variables (policy congruence)

Alignment with member states 2537 0.66 0.26 -0.71 0.98
Alignment of spending patterns 1808 144 39 20 200
Control variables

Number of institution’s members 2640 64 55 21 193
Institution’s budget for health (%) 2640 45 47 0.8 100
Population size (log) 2640 166 1.42 13 19.5
GDP per capita (log) 2640 10.1 (i3t 9 88089
Government spending (%) 2640 194 358 S 10:80 =273

2.6.1 Dataset

I created a dataset containing information about the aid allocations of 22 OECD
donor states. The dataset tracks these donors’ financial contributions to 12 international
institutions between 2000 and 2009, and is based on direct reporting to the OECD De-
velopment Co-operation Directorate. A state has 120 data points, one per institution
per year; each point indicates what share of its total contributions to all 12 global health
organizations a donor assigned to institution X in year Y. For the sake of simplicity,
the chapter assumes that these institutions constitute all viable avenues for multilateral
health funding, meaning that each year, one donor’s contributions across all 12 orga-
nizations will always sum up to 100%. Values of zero are possible if a donor did not
allocate resources to a particular organization; data points were only omitted if a state
could not possibly have delegated aid distribution to the institution, such as Australia
not contributing to European Union programs. See table 2.1 (pg. 11) for an overview of

the institutions in the sample and their key characteristics.
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The independent variable of member state alignment was generated by averaging a
donor state’s Affinity of Nations scores (Gartzke 2006) with all other members of an
institution in a specific year. Alignment with institutional policies was calculated from
OECD data on health aid spending by sector, which is based on direct reporting of
states and institutions. The World Bank Data Catalog (World Bank 2012) provided
the continuous control variables of GDP per capita, population size, and government
spending as a percentage of GDP. The number of an institution’s member states was
obtained from their respective websites; for institutions where steering committees or
councils set institutional policies without the involvement of all members, the size of

this body was used instead of general membership.

2.6.2 Statistical Methods

Several multilevel regression models were specified where the dependent variable is
the multilateral health aid channeled through institution X in year Y, expressed as the
share of the donor’s total contributions in this year. The models include country-level
and year-level random effects which allow the intercept of the regression line to vary by
donor and year (Gelman and Hill 2007); the effects are not incorporated into the slope
since the purpose is to create a plausible average model for all countries, rather than for
each individual state.

There are two alternative statistical approaches: simple ordinary least squares (OLS)
estimation, and OLS regression with clustered standard errors. The problem with the
first techniques is that it greatly underestimates standard errors where observations
within a cluster (such as a donor state) share certain characteristics, and as a result
the OLS estimator is not the best linear-unbiased estimator. OLS regressions can be
improved by using cluster-adjusted standard errors, which allows for within-cluster ob-
servations to be correlated. However, clustered standard errors require across-cluster

observations to be independent, which is not the case for the data at hand: it cannot be
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assumed that each donor’s contributions are independent of those of other states, and the
same is true for observations across years. These limitations make a multilevel modeling
approach necessary (comp. Primo, Jacobsmeier and Milyo 2007; Gelman 2006).

The main concern about the dependent variable is autocorrelation, meaning that
a state’s contributions in year X could simply be a continuation of those in year X-1,
with minor corrections at best. A preliminary analysis showed that donor contributions
are indeed correlated across years, even though states do not shy away from making
major adjustments between budget cycles. Such autocorrelation can still distort the
results if left uncontrolled. The regression models thus include the dependent variable
lagged by one year as a control variable, which is a standard method of accounting for
autocorrelation.

The control variables of population and GDP were logged before their inclusion in the
model. All independent variables are lagged by one year, and non-binary independent
variables were transformed by centering and dividing by two standard deviations in order
to make regression coefficients comparable on a common scale (Gelman 2008). Because of
this transformation, non-binary coefficients can be directly interpreted as the expected
changes in the dependent variable that correspond to two-standard-deviation changes
of each numeric input. In other words, the coefficient is the expected change in the
percentage of a donor’s budget allocated to an institution when comparing a low and a
high value of a given explanatory variable, while keeping all other factors at their mean.
A table providing the coefficients for untransformed variables is available at the end of
the chapter.

To make the individual contributions of the two facets of policy congruence clearer,
they are first entered separately into models 1 and 2, and then combined in model 3.
As is discussed in greater detail below, a fourth model was then run which excludes the
European Union as an agency, in order to test whether the results are mainly driven by

EU member states allocating their budgets to EU programs.
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2.6.3 Results

Table 2.3 shows the results of the multilevel linear regressions which model the per-

centage of a donor’s health aid budget allocated to an institution.

Table 2.3: Modeling the share of a donor’s budget delegated to an institution

Model 1 Model 2 Model 3
All Institutions

Model 4
EU excluded

Policy congruence

Member state alignment 2.05 322 2.55
(0.64) (0.80) (ki)
Spending pattern alignment . 1.10 -0.44
(0.55) (0:55) (0.71)
Control variables
Size of institution 0.88 -0.20 0.41 3.91
(0.39) (0.46) (0.49) (0.62)
Institution health spending  1.78 2.36 243 3.75
(0.36) (0.49) (0.49) (0.62)
Population size 1.69 -0.26 2.39 1.59
(0.65) (0.49) (0.83) (1.17)
GDP per capita 0.12 -0.34 -0.15 -1.95
(0.37) (0.48) (0.48) (0.67)
Government spending -0.05 -0.09 -0.13 -0.34
(0.39) (0.48) (0.49) (0.68)
Autocorrelation control 0.74 0.72 0.71 0.73
(0.01) (0.02) (0.02) (0.03)
(Intercept) 2.25 2.80 2.98 4.00
(0.22) (0.30) (0.30) (0.40)
N 2291 1687 1675 1543

Bold coefficients significant at p < .05. Standard errors in parentheses.

The results support one hypothesis about the effect of policy congruence on the choice

of multilateral institution, but not necessarily the other. Alignment with an institution’s

principals consistently points in the hypothesized direction and is highly statistically sig-

nificant. However, the proxy measure for alignment with institutional agents—alignment

of bilateral and multilateral spending patterns—Iloses its significance entirely when EU
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institutions as a distribution venue are excluded, and exerts less influence than principal
alignment. The findings show that donors indeed evaluate policy congruence when they
choose to which institution to delegate, but they scem to be focused on finding allies
among principals, rather than pay much attention to agents’ influence on institutional
outcomes. Institutions where a donor is more closely aligned with member states receive
a significantly greater share of the donor’s total multilateral health aid budget, and this

result is robust in different model specifications.

Alignment with Member States

Figure 2.3 presents the overall relationship between member state alignment and
budget allocations in simplified graphical form (sce Kastellec and Leoni 2007), with cach
point signifying a donor-institution dyad in a particular year. The United States is an
extreme outlier when it comes to UN voting alignment, since it regularly votes against a
majority of General Assembly members as evident in sub-figure (a); however, sub-figure
(b) shows that the overall trend holds whether the US is included in the sample or
not. Although the substantive effect of member state alignment seems modest, the local
regression slope rises sharply for institutions where states are very closely aligned.

This effect is confirmed by the full multilevel models shown in table 2.3. In model 3,
which includes all 12 agencies in the sample, an institution will receive a 4% larger share
of a state’s multilateral health budget if the donor scores is close to perfectly aligned with
other members (socring 1 on the 1 alignment scale), compared to an organization where
member preferences are opposed (at an alignment of -1). Especially considering that the
model is relatively parsimonious, and controls for the previous year’s contribution, the
size of the effect is substantial: in 2009, each donor distributed an average of over $240
million among the 12 institutions, which means that an institution fortunate enough
to consist of highly aligned members can expect almost $10 million greater multilateral

contributions from just one average OECD donor. This can have a large impact on
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Figure 2.3: Donors’ allocated budgets by member state alignment, with linear and local
regression lines.
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an institution’s overall budget, and is clear empirical evidence for the importance of
member state alignment to donors, consistent with findings from previous studies on
other institutions (Martin 2006; Copelovitch 2010; McLean 2012).

As indicated by figure 2.3, the biggest question about the effect of alignment is
whether it is skewed by the inclusion of European Union development aid programs.
The states that can use this agency are normally closely aligned, and at least some EU
members (especially along the Mediterranean) seem to also strongly prefer EU programs
in their allocation decisions. To test the robustness of the result in the face of this
problem, model 4 excludes EU aid programs as a possible agency, and re-calculates
the budget allocations for the remaining 11 institutions in the sample. However, the
variable maintains its statistical significance. and the effect magnitude actually increases
in substantive terms: a donor will allocate around 20% of its total multilateral health
aid budget to a non-EU institution with whose members it is highly aligned, compared
to only 15% on average for an agency with misaligned principals.

The regressions provide robust statistical evidence for the positive influence of princi-
pal alignment on budget allocations, but naturally cannot fit all institutions equally well
since they constitute average models. To be able to examine cross-institutional trends in
the underlying data and the main independent variables, a look at regression graphs for
each institution (see figure 2.4) is helpful. Since graphing a regression with seven pre-
dictors is impractical, the graphs show simplified regressions with only one independent
variable of interest. These regressions reveal that there are indeed differences in how
well the models describe the effect of member state alignment. While most institutions
show a positive relationship between the two variables, GAVI and the Global Fund go
against this trend, because a significant number of well-aligned donors did not delegate
any funds to the agency. This is especially surprising in the case of the Global Fund,
which has an excellent track record of attracting large parts of donors’ budgets for an

agency outside the UN system. However, it is relatively simple to explain this aberration:
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Figure 2.4: Budget allocations and member state alignment by institution, with linear

and local regression lines displayed. US as an alignment outlier has been excluded to

make graphs more readable.
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GAVT and the Global Fund were both only created at the beginning of the dataset’s time
frame (in 2000 and 2002, respectively), and a majority of donors are clearly unwilling
to ‘gamble’ large parts of their budgets on young institutions that might experience sig-
nificant teething troubles. The fact that both organizations have successfully acquired
substantial budget allocations in recent years implies that they will eventually confirm

the effects of member state alignment.

Alignment with Agents

The evidence for the second independent variable of interest alignment between
principal and agent as proxied by bilateral and multilateral spending patterns is incon-
clusive. In models 2 and 3, greater overlap between donor and institutional spending
does indeed lead to larger budget allocations. However, the variable loses its significance
when EU institutions are excluded in model 4. The predictor’s uneven performance can
also be seen when simplified regressions for each institution are graphed in figure 2.5.

The models show that states are somewhat more likely to delegate to agents with
which they are aligned. The more similar the spending preferences of a donor and an
institution are the higher the alignment values the more resources the organization
will receive. In other words, a donor will ‘punish’ institutions that spend their multilat-
eral aid in a very different fashion to how it allocates its bilateral aid. This implies that
as hypothesized, donors are looking for congruence, rather than complementarity, when
they choose where to delegate their multilateral aid. However, the effect is rather small
in substantive terms: moving from one standard deviation below the mean of spending
alignment to one above means that a donor will only reduce its allocated budget by
about 1%, depending on the model.

The variable’s significance and small effect across models is somewhat surprising,
since it indicates that donors do seem to consider institutional policies as expressed in

spending priorities and patterns, but that these are not really a guiding factor when
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choosing to delegate health aid. It remains to be seen whether this finding is unique to
the issue area of health, or whether states indeed pay little attention to the output side

of aid institutions, as long as they are reasonably aligned with members.

Control Variables

Only two control variables are consistently significant across models: institution size
and spending concentration. Contrary to expectations, donors do not seem to shy away
from institutions with a large membership, even though conventional wisdom indicates
that broader participation has a detrimental effect on the depth of cooperation (Kore-
menos. Lipson and Snidal 2001). One possible explanation is the mixed effect of size:
as the number of states in an institution increases, so does the likelihood of preference
heterogeneity, which states should aim to avoid. On the other hand, a larger membership
slows down potentially unwanted policies due to the increased difficulty to find majori-
ties. The finding might further be specific to the case of health aid—tackling epidemics
and other large-scale health problems with a concerted effort from a large number of
actors might not only be the optimal solution, but arguably the only one.

The control variable with the strongest empirical record is the degree to which an
institution concentrates its spending on actual health programs. Compared to mixed-
issue organizations such as the International Development Association, an institution like
the Global Fund — which devotes 100% of its budget to health is much more likely to
be used as funding venues by donors. This points to a trend towards issue-specialization
of international institutions at least in the area of health, rather than the generalist
approaches of 20th century.

Interestingly, none of the other control variables show consistent significance: for
example, there seem to be no systematic differences between more and less affluent

donors when it comes to choosing multilateral aid channels.
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Summary

The statistical analysis provides evidence that donors look to their alignment with
other potential member states when deciding where to delegate their aid budgets, but
that congruence of spending patterns is not of great significance. States seem to be much
more concerned about how their preferences match those of other principals, rather than
how much influence agents could exert. Both points can explain some of the variation
discussed in section 2.3: newer institutions such as the Global Fund have been successful
at least partly because their principals are relatively well-aligned, which is an advan-
tage over traditional organizations like the WHO with a more diverse membership that
incurs the risk of misalignment. In addition, the Fund as an institution that is more fo-
cused in their approach than donors are bilaterally in this case, only funding infectious
diseases —is not penalized for these differing policies, while traditional organizations like
the WHO cannot capitalize on their more general orientation that makes them more

congruent with donor spending.

2.7 Conclusion

This chapter has examined how donors decide to allocate their multilateral health
aid. I have argued that donor states take policy congruence into consideration when
making the choice to delegate parts of their budgets to certain institutions. Policy
congruence consists of the alignment between the donor’s interests and the preferences
of the institution’s other member states; and of the overlap between the bilateral aid
allocation patterns chosen by the donor, and the multilateral policies pursued by the
institution. Higher policy congruence makes an institution attractive to donors because
it limits principal-agent problems, which means states can enjoy the benefits of delegation
without the need to constantly negotiate with other principals or monitor their agents.

The empirical analysis of 22 donors’ contributions to 12 major international organizations
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from 2000 to 2009 supports the first part of this argument: states do indeed allocate
greater parts of their multilateral health budgets to institutions with whose members they
are closely aligned. On the other hand, it seems to matter little whether institutional
policies and spending patterns are congruent with how donors like to spend their bilateral
aid. The results are robust when controlling for a number of confounding factors.

This study has presented the first systematic cross-national and cross-institutional
analysis of health aid allocation. The test case of multilateral institutions for health
is useful because donors face a choice between a number of agencies delivering similar
services, but that differ in several key aspects such as size and scope. To ensure that
results can be generalized, the study has refrained from using explanatory variables
intrinsically tied to the field of health. While the primary goal of the analysis is thus
modeling donor choices in development aid delegation, it ties in with previous research
on the relationship between principals and agents on the international level, and could
be extended to other areas of multilateral cooperation. Given the increasing importance
of such cooperation in general, and multilateral development aid in particular, improving

our understanding of interactions between principals and agents is vital.
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Table 2.4: Modeling donors” budgets (untransformed coefficients)

Model 1 Model 2 Model 3 Model 4
All Institutions FEU excluded

Policy congruence

Member state alignment 1.97 3.36 2.38
(0.88) (ale183) (1.39)
Spending pattern alignment -0.02 -0.02 0.01
(0.01) (0.01) (0.01)
Control variables
Size of institution 0.01 -0.002 0.001 0.03
(0.003)  (0.004)  (0.004) (0.01)
Institution health spending  0.02 0.03 0.03 0.04
(0.004)  (0.005)  (0.01) (0.62)
Population size 0.19 -0.07 0.25 0.08
(0.15) (0.17) (0.20) (0.25)
GDP per capita 0.42 -0.64 0.08 -2.78
(0.53) (0.67) (0.72) (0.88)
Government spending -0.03 -0.002 -0.05 -0.04
(0.05) (0.07) (0.07) (0.08)
Autocorrelation control 0.74 0.72 0.71 0.73
(0.01) (0.02) (0.02) (0.03)
(Intercept) -7.13 11.80 -2.40 25:12
(6.90) (8.32) (9.55) (11.73)
N 2291 1687 1675 1543

Bold coefficients significant at p < .05. Standard errors in parentheses.
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Requesting Aid: Political
Determinants of Variation in State
Applications for Global Fund Grants

Why do states decide to apply for funding from the Global Fund to Fight AIDS, Tuber-
culosis and Malaria? The Fund is an international institution that has approved over
US $21 billion in grants since 2002. All countries meeting certain basic eligibility criteria
are free to apply for funding once per disease per year. While it seems rational for states
to file as many applications as possible, a country only applies in an average of 29% of
the cases it is eligible for, and even particularly active states only apply around half the
time. What can explain this variation? Using data from nine years of application deci-
sions, I show that requesting aid is primarily based on the domestic political situation
an executive finds itself in. Governments that have a more secure hold on power within
an effective political system, and do not run on nationalist platforms, can minimize the
political costs of applying; they are significantly more likely to turn to the Fund than
others. The results remain robust when a number of possible confounding factors are
accounted for. Contrary to expectations, a country’s actual public health concerns are
of lesser importance when states decide whether or not to request multilateral aid from
the Global Fund.
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3.1 Introduction

Ten years after its inception, the Global Fund to Fight AIDS, Tuberculosis and
Malaria' has become an integral part of the institutional architecture for multilateral
development assistance. and the largest single source of funding against infectious dis-
eases among international organizations. Because the Global Fund is an international
institution, developing countries do not negotiate directly with donor states as in the
case of bilateral official development assistance, but rather apply to the Fund with con-
crete grant proposals. States can be eligible yearly for each of the three diseases, which
results in a maximum of 27 applications over the course of nine rounds of funding. It
seems rational to use this opportunity to its full extent. Yet while the average developing
nation was eligible for around 24 Global Fund grants over nine years, states on average
only filed six applications. Even the most involved states like Cambodia and China have
submitted only around 15 proposals in the same time frame. Overall, some countries are
highly active, filing requests (and receiving grants) in nearly every round, while other
eligible states go for years without a single application. These discrepancies are puzzling,
given that preparing an application is estimated to cost less than $1 million per year,
but the average yearly payoff from a grant is around $18 million, and has ranged up to
$280 million. Why do states not try to acquire this ‘free money’ more often?

The chapter contends that the answer lies primarily in the domestic political situa-
tion in the applicant state at the time, and more specifically in the costs and benefits
for political executives (Milner 1997). International relations scholarship has rarely in-
vestigated such determinants in the context of development aid. This is in contrast to
research on international institutions such as the International Monetary Fund (Thacker
1999; Sturm, Berger and de Haan 2005) or the World Trade Organization (Bown 2005),

where factors explaining state engagement with the organization have received attention.

! The terms “Global Fund to Fight AIDS, Tuberculosis and Malaria”, “Global Fund”, and “Fund”
arc used interchangeably.
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The study proceeds as follows: first the Global Fund’s application process is described
(section 3.2), and the substantial variation in funding applications demonstrated (sec-
tion 3.3). The chapter then gives a brief overview of current research on the Global Fund
(section 3.4), and introduces explanatory variables related to a country’s political situa-
tion and a number of control variables (section 3.5). Following this, hypotheses are tested
on an original dataset containing 3,019 application decisions (section 3.6). The chapter

concludes by summarizing key findings and their broader implications (section 3.7).

3.2 Applying to the Global Fund

The Global Fund was conceived in 2000 as the result of a G8 effort to achieve progress
on several UN Millennium Development Goals, among them the fight against HIV /AIDS,
improvements in maternal and child health, and the establishment of a “Global Part-
nership for Development” (United Nations 2010). Donor states were especially insistent
on the creation of a new organization because they perceived existing institutions tasked
with providing global public health such as the World Health Organization (WHO)
and the Joint UN Programme on HIV/AIDS (UNAIDS)—as lacking in efficiency and
accountability (Edele 2006; Huckel Schneider 2008a). The Global Fund was to rectify
this through an innovative governance structure and a focus on funding, deliberately re-
fraining from participation within the affected countries. The Global Fund was formally
incorporated as a foundation under Swiss law in January 2002, and concluded its first
round of funding only months later (Edele 2006). Between 2002 and 2010, the Fund
received over US $28 billion in pledges and approved more than $22 billion in grants.

The Global Fund issues yearly calls for grant applications, and publishes a list of
eligible states. A country’s eligibility to file a grant proposal is based first on its income
per capita, and second on its discase burden. All countries classified by the World Bank

as having a ‘low’ or ‘lower middle’ income per capita are automatically eligible to apply,
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regardless of their burden of disease. However, lower middle income countries must meet
additional requirements, such as counterpart financing and a focus on poor or vulnerable
populations. As of 2010, these two groups together consisted of 81 countries under the
lower middle income threshold of US $3.975. For upper middle income countries like
Botswana or Gabon, data from the WHO and UNAIDS is used to establish their burden
of disease they only become eligible if this is judged to be “high” or “severe” for the
disease in question (cf. Global Fund 2007). The size of this group of potential applicants
varies by disease burden, but 54 states with a per capita income below US $12,275 are
in principle eligible to apply for Global Fund grants.?

Once a country has decided to file an application, it must establish an in-country
partnership of political and civil society actors known as a country coordinating mech-
anism (CCM), which is responsible for the application, and the administration and
implementation of any subsequent grants. Applications are highly formalized, and must
include a total budget and a detailed spending plan. In contrast to most other forms
of development aid, this means that grant amounts are first proposed by the recipient,
not set by the donor. Countries may file only one application document per year, which
can include one sub-section for each of the Fund’s three diseases. Because the Fund
decides individually on funding each disease component, these sub-sections are treated
as separate applications.

The Global Fund’s secretariat performs an initial screening of all funding proposals
for eligibility and completeness, after which applications are evaluated by an independent
panel of public health experts, the Technical Review Panel, and ultimately approved or
rejected by the state and non-state members of the Fund’s decision-making body, the

Foundation Board.

2 The scope of this study is limited to the years 2002 to 2010. In 2011, the Global Fund instituted
a new sct of eligibility criteria which now also include a country’s recent funding history (Global Fund
2011).
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3.2.1 Costs and Benefits

Any decision to prepare and submit an application to the Global Fund must take into
consideration the potential costs and payoffs of doing so. The immediate costs of filing
a proposal are straightforward — they consist of setting up or maintaining the necessary
CCM. These organizations manage all aspects of the application process, and typically
incur costs for a permanent secretariat, members traveling to meetings, information
dissemination, hiring of external consultants, or translation services. A Global Fund-
commissioned case study of three CCMs in 2008 found considerable variation in CCM
budgets, from Honduras spending almost US $700,000 per year, to Mali with only US
$65,000 (Global Fund 2008). However, the Fund offers to support CCMs in applying
countries with up to US $50,000 per year, and data from 2010 shows that only 12 out of
91 CCMs in operation requested more than this amount. A reasonable estimate for the
yearly cost of running a CCM and preparing an application must therefore certainly lie
below $1 million, and in many cases even below $100,000. Applying to the Global Fund
can also result in less obvious costs such as the need to acquire counter-financing, or the
establishment of oversight mechanisms. However, states can aim to minimize these costs
by drafting proposals that require fewer adjustments, or which can be integrated into
existing national frameworks to create synergies. In other words, adjustment costs as a
result of grant implementation are largely self-inflicted.

Most importantly, there can be considerable ‘hidden’ political costs involved in re-
questing development assistance, which is why leaders generally turn to aid where other
options such as raising taxes look worse (Sogge 2002, p.46). A government might
first have to settle internal differences to get all relevant domestic actors to the table,
which is a prerequisite set by the Global Fund. CCMs must include civil society actors
and representatives of people living with the relevant disease, which could be a strug-
gle for autocratic states that are more used to exclusive decision-making by the public

side, such as Belarus or China. Solving these collective action problems in a manner
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satisfactory to the Fund is not a trivial task, as shown by the explicit acknowledgment
of such efforts in official reviews of grant applications (Garmaise 2006). A state must
also be seen as compliant on terms set by outsiders, who can make funding dependent
on improved system effectiveness or greater control of corruption. Much like in the case
of loans by the International Monetary Fund, states aim to minimize these conditions
in order to preserve their domestic political autonomy (Dreher and Vaubel 2004; Stone
2008).

The literature on post-colonialism further suggests that seeking development aid is
sometimes seen as a sign of weakness, akin to admitting a state cannot solve problems
on its own (Ashcroft, Griffiths and Tiffin 2007). While aid is an accepted fact in many
developing countries (Goldsmith 2001), reservations can be expected from executives
who are elected on nationalist platforms which emphasize autonomy and independence,
or who find themselves in a situation of slim majorities where an opposition could cast
aid-seeking behavior in a negative light. Lastly, governments might disagree with the
policy choices mandated by multilateral aid, such as South Africa refusing to acquire
funding for antiretroviral drugs due to a policy of AIDS denialism (Chigwedere et al.
2008). Taken together, political factors can attach significant costs to the decision to file
an application to the Global Fund.

Compared to the upfront costs of applying to the Fund, the potential financial payoffs
are large. From 2002 to 2010, the average application recommended for funding received
over $18 million per year of its running time, and the largest grant was allocated fifteen
times as much; even the smallest grant ever approved by the Fund still provided $320,000
of yearly spending. When aggregated across all nine years of funding, countries took in
an average of $89 million from the Fund, with Ethiopia as the most successful applicant
securing almost one billion US dollars. Clearly. the monetary benefits of an approved
application are much larger than any similar costs incurred by its preparation even if

CCM running costs were significantly higher, or if a state was not successful in acquiring
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funding over a number of years. This constitutes a puzzle: Why do states not apply more
often to the Global Fund, and why is there so much overall variation in applications,
given that the benefits of winning a grant so far outstrip the financial costs of filing a

request”?

3.3 Variation in Grant Applications

The following section will introduce and operationalize the substantial variation in
state applications for Global Fund grants. Some countries have only ever prepared
one application in the Fund’s history, while others submit proposals nearly every year,
sometimes for multiple diseases. Additionally, no eligible country has submitted the
maximum number of applications possible, and the overwhelming majority of states
apply far more rarely.

The overall degree of variation in state applications can be measured in multiple
ways. The average developing nation was eligible for 23.7 Global Fund grants across
the nine rounds of funding and three disease categories, yet decided to only file 6.4
applications. This means that on average, states submitted funding requests less than
30% of the time, despite fulfilling all eligiblity criteria. Furthermore, the full range of
variation runs from states that only ever applied once, such as Argentina or Malaysia,
to states that submitted well over a dozen applications, such as Cambodia, Nigeria, or
Pakistan. Even China, the most active state with 17 submissions, only applied in about
two-thirds of all cases it was eligible for. Lastly, the application rate is not constant
across time. Some countries seem to apply in waves: Zimbabwe, for example, submitted
two or more funding requests in 2002, 2006, 2008, and 2009, but completely refrained
from applying in the years between. In contrast, India kept up a more or less constant
stream of at least one application per year with the sole exception of 2006. As outlined

above, this variation is highly surprising—the fact that an application’s financial payoffs
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outweigh its costs has been constant over the years, so one would at least expect similar
application rates across states, even if not uniformly high ones.

The dependent variable is operationalized in two ways —as a binary variable, and as
the ratio of possible to actual applications. Table 3.1 provides summary statistics of the

dependent variables, and the independent variables introduced in section 3.5.

Table 3.1: Summary Statistics: Global Fund Applications

n Mean  SD Min Maz

Dependent Variables
Application Decision (Binary) 3019 0.29 045 0 1
Ratio of Applications to Eligibility (%) 3264 224  17.1 0 100

Independent Variables

Control of Corruption 3363 -0.54 0.63 -1.92 1.55
Government Effectiveness 3354 -0.52  0.68 -2.45 1.88
Executive Election Year 2881 0.12 0.33 0 1
Exccutive has Nationalist Base 2734 012 0.33 0 1
Exccutive’s Parliamentary Scat Share 2659 0.65 0.22 0.17 1
Control variables

GDP per Capita at PPP 3231 4664 4320 249 31738
Foreign Aid as Percentage of GDP 3156  0.08 0.13 -0.01 147
Population (log) 3375 16 1.66 11.9 21
Prevalence of Relevant Discase (%) 3282 2.36 6.8 0 79.7
Health as % of Government Spending 3321 104 4.8 0.6 42.4
Approved Applications in Last Round 3375  0.52  0.77 0 3

Firstly, variation in application decisions can simply be expressed as whether or not
an eligible country filed an application for a Global Fund grant for a specific disease in a
given year. This assumes that a state was indeed eligible to apply for this disease, and
was not excluded by virtue of a high income level or low disease burden. Zero values
for the dependent variable indicate that states chose not to submit an application for a
disease in a particular year, even though they were eligible.

Secondly, variation in the dependent variable can be measured as the ratio between
the possible applications a state could have filed, and actually submitted applications. As
an example, if a state was eligible for three grants in a given year, but chose to apply
only two times, it submitted 66% of possible applications. To prevent autocorrelation in

the dependent variables, this ratio is recalculated for each round of funding, rather than
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summed up across multiple rounds: if the same state submits one application although
being eligible for two grants in the next round, the ratio is 50%. Operationalizing the
variable in this way adds analytical depth beyond a binary conception of individual
decisions, and enables a closer look at how consistently states capitalize on their chances
to apply.

To summarize, the substantial variation in state applications for Global Fund grants
will be measured with two dependent variables: whether or not a state applied for a
grant; and how frequently it used the application process in each round. Figure 3.1

(pg. 47) provides an overview of this variation.

3.4 Literature

No study has so far examined variation in state applications to the Global Fund.
However, there are two potentially fruitful strands of inquiry relevant to this question:
research on recipient states in other areas of foreign aid; and research on determinants
of state decisions to engage with other international institutions.

First, among research on foreign aid, recipients remain curiously understudied, es-
pecially considering the scrutiny given to the actions of donor states. Studies normally
concentrate on the question of why aid is given, rather than why aid is requested.?
This research is either strongly donor-centric, in that explanations of aid distribution
automatically converge to donor interests, or focused on the implementation process
in recipient states, as in the multitude of studies on aid effectiveness (Mavrotas and
McGillivray 2009, pp.6-7). Recipient states mostly play a passive role here: in the first
case, recipients merely differ in their attractiveness to donors, over which they might
have limited control; and in looking at more or less effective uses of aid, the second

strand neglects the step of recipients acquiring said aid. But the perceived ‘rules of the

3 Note the lack of relevant studies in the seminal collection on development aid by Burnell and
Morissey (2004), for example.
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Figure 3.1: Comparison of total number of applications that countries were eligible for
(top), and total number of applications actually filed (bottom), 2002-2010.
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game’ are that “aid is provided at the discretion of of the donor. [...] The donor’s choice
and definition of a problem, issue or population has precedence” (Sogge 2002, p.60).

There are some studies that do focus on recipient state demand in aid distribution:
Mosley, Harrigan and Toye (1991) use case studies of World Bank lending agreements
to develop a model of donor-recipient bargaining. The model includes hypotheses about
the strategic preferences of recipients, which are presumed to center on the political costs
of an agreement and the desire to preserve sovereignty. Also using World Bank projects,
Killick (1998) and later Dijkstra (2002) employ principal-agent models, and find evidence
for recipients behaving as agents trying to maximize their room for maneuver, and being
driven by domestic factors mostly related to a government’s power base (executives were
more likely to accept foreign aid when they were securely in power). Whitfield (2009)
develops a more encompassing political economy framework that covers recipients’ nego-
tiating capital and strategies, and looks specifically at cases where African governments
were attempting to negotiate the terms of their aid relationships. Lastly, authors such
as Bueno de Mesquita and Smith (2009) have made efforts to develop general models
of the political economy of aid, which incorporate domestic political constraints and in-
centives for recipient state executives. An earlier work presents some empirical evidence
that development aid has a beneficial effect on the political survival of leaders that are
dependent on smaller domestic winning coalitions (Bueno de Mesquita et al. 2003, p.
740-748).

Second, outside the area of development aid, there is considerable scholarship on the
reasons why states decide to turn to multilateral institutions for assistance, mostly in
the area of trade and finance. Two articles shall serve as examples. Bown (2005) looks
at decisions to engage with the World Trade Organization’s dispute settlement, and
finds a systematic institutional bias which discourages developing states with a smaller
retaliatory and legal capacity from using this mechanism. The study also shows that

whether or not a state turns to an economic institution does not depend entirely on
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economic variables, but also on political and bureaucratic ones. Another useful template
is provided by Sturm. Berger and de Haan (2005), who explain applications for loans
from the International Monetary Fund with a large number of variables previously found
to be influential. Distinguishing between economic and political determinants, they find
mixed support for both.

To summarize, there are no existing studies explaining why states decide to apply for
Global Fund grants, or why they would refrain from doing so. Studies on foreign aid in
general offer useful starting points. but need to be adapted to this issue in two main areas:
they do not specifically cover health aid. and thus do not offer explanations that might
be unique to the field: and they rely on case studies rather than systematic statistical
analysis. More rigorously quantitative research on participation in other international
istitutions can offer uscful templates for studying application decisions, once the usually

economic variables have been supplemented by political and public health factors.

3.5 Explaining Grant Applications

To investigate whether political considerations are indeed the driving factors behind
the variation in grant applications, a set of independent variables capturing a state
executive’s political environment will be considered. To control for possible confounding
influences, the analysis includes a number of variables related to a country’s economic
and public health situation, as well as its past interactions with the Fund. The selection
of independent and control variables is based on the literature reviewed above, especially
Whitfield (2009, ch. 4-11), Gauri and Lieberman (2004), and Sturm, Berger and de Haan
(2005).

As outlined previously, I contend that turning to the Fund is a decision by a state
exccutive that is significantly influenced by political cost-benefit considerations. This

view is commonly shared by foreign aid practitioners, and was especially prevalent during
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the Cold War, when recipient states regularly used aid requests as a method to align
themselves with East or West (Whitfield 2009. pp.51-52). The explanation presented
here differs from such accounts in that it is based on the domestic political situation
an executive finds itself in. This is not to say the international level does not matter:
it has been shown in the contexts of other institutions that executives take factors like
the relationship with donor states into consideration in decision-making (Dreher and
Sturm 2006). Yet even in their interactions with international institutions, executives are
heavily influenced by domestic-level variables, as argued by Miluner (1997) and Moravesik
(1997). At the very least, a government cannot make the decision to initiate the Fund’s
application process completely without regard to the domestic ramifications.

A political explanation of application decisions acknowledges that securing aid can
be both an asset and a political liability for a government. The long-term advantages
of aid are clear: funds provided by outside actors are often crucial to tackling large-
scale problems which states struggle to combat independently, and could free up public
resources to be dedicated to other areas. Both outcomes enhance an executive’s core
function of providing public goods. and can aid in maximizing its term in office. However,
numerous examples can be found of governments’ reluctance to accept the ‘gift’ of aid
even in sometimes dire circumstances (Sogge 2002, ch. 3). There are several reasons for
this behavior.

First and foremost, aid comes with certain strings attached. Global Fund grants
involve mostly procedural rules that states have to respect if they hope to see an ap-
plication approved, rather than substantive rules relating to the nature or scope of the
proposed uses of the funds. Even though states formally have complete control over
the substance of applications, they do have to take into account the preferences of the
independent health experts who evaluate proposals for the Fund. Both adhering to pro-
cedural rules and catering to experts is not equally palatable to all states: governments

might have reservations about the requirement to involve civil society, or be wary of
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their responsibilities when it comes to transparency and accountability.

A further problem is that states sometimes prefer public health strategies at odds
with the institutional consensus. As an example, Swaziland has one of the world’s highest
HIV rates with a quarter of the adult population infected, yet governmental bodies have
strongly resisted (and at times expressly prohibited) the involvement of civil society in
policymaking (Fenio 2011), which is a key prerequisite for the acquisition of Fund grants.
In a similar vein, key figures in the South African government—including then-president
Thabo Mbeki and health minister Manto Tshabalala-Msimang for years propagated
various forms of AIDS denialism, restricted the use of antiretroviral drugs, and actively
obstructed the acquisition of Global Fund grants (Chigwedere et al. 2008). On a more
general level, governments diverge in whether they interpret and portray certain public
health risks as universal or particular (Nathanson 1996). Where diseases are associated
with foreigners, marginalized groups, or even political adversaries, governments will be
slower to respond and use the Fund (Gauri and Lieberman 2004).

States could also reluctant to apply because of more basic problems with accepting
development assistance. Requesting aid can be interpreted as a sign of weakness, an
expression of a government’s inability to deliver vital public goods. An illustration
of this was provided by India in 2012, which rejected British development aid due to
the “negative publicity of Indian poverty” associated with it, and to better convey the
image of a booming economy (Gilligan 2012). Additionally, developing countries are
increasingly wary of the effects of continued donor-recipient interactions, which can lead
to aid dependence—a heavy reliance on outside resources to fulfill even basic government
functions (Knack 2001; de Renzio and Hanlon 2007; Jones and Whitfield 2009).

Lastly, in the most general terms, applying to the Global Fund is a policy response to
a public goods problem, and all such decisions are contingent on the formal and informal
rules of domestic institutions. As pointed out by Gauri and Lieberman (2004, p.24),

policy-making is difficult where political power is diffuse, and where “national policies
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consistently hinge upon the uneasy cooperation and coordination of shifting sets of polit-
ical actors”. The problem is exacerbated by the fact that effective public health policy is
dependent on a large number of other issue areas including poverty reduction, education,
environmental protection, and cultural norms (Skolnik 2007), and that implementation is
not confined to the national level. Under these circumstances, designing and submitting
an application to the Fund is not necessarily easy, since it requires cooperation among
various actors within and without government, and on multiple levels.

To summarize, requesting (and receiving) aid can of benefit to a government, but
also has the potential for significant negative consequences. Importantly, health aid
mostly generates long-term payofts, but incurs short-term costs which can have an effect
on retaining office and conflict with political preferences. The central hypothesis that
follows is that executives will not be universally inclined to file as many applications for
Global Fund grants as possible; rather, they will increasingly use the Fund the ‘safer’

their political situation is.

3.5.1 Independent Variables

An executive’s domestic political situation will be operationalized with the indepen-
dent variables of corruption control, government cffectiveness, election years, political
platform, and parliamentary majority. The selection is not exhaustive, since the pur-
pose of this study is not to draw a complete picture of an executive’s incentive structure.
The goal is rather to explore how political factors influence executive decisions in a par-
ticular issue area of international politics, and demonstrate that even a parsimonious
model can explain variation convincingly. Additionally, these variables have the simple
advantage of data availability, which is a special concern when it comes to developing
countries.

First, states that are more successful in controlling corruption, and more effective

in the overall delivery of public services, will be more likely to apply for grants. Both
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variables positively affect an executive’s application incentives, because thev minimize
the costs of complying with the Global Fund’s rules on accountability and of adapting
domestic infrastructure (which in turn increases the chances of successful grant imple-
mentation). Control of corruption and government effectiveness will be derived from the
World Bank’s ‘World Governance Indicators’ (Kaufmann, Kraay and Mastruzzi 2010).

Hypothesis 1: States with stronger corruption controls, and higher government
effectiveness, are more likely to apply for Global Fund grants.

Second, an executive will be more risk-averse in an election year, where decisions can
have an immediate negative impact on political survival (cf. Milner 1997; Przeworski
and Raymond 2000). Elections also focus a government’s attention on retaining office,
and draw resources away from regular governance functions such as preparing and filing
an application. These short-term effects should lead to a decreased propensity to file an
application during an election year.

Hypothesis 2: States are less likely to apply for Global Fund grants in erecutive
election years.

Third, governments with an explicitly nationalist platform will be less likely to turn
to the Fund. An executive that was elected on a program of national identity, indepen-
dence, or simple xenophobia, but later publicly asks for outside help, must expect to
lose electoral support. Parties from across the political spectrum can run on a platform
of national self-determination, so the classification is different from the more commonly
used left-right scale. It is more useful though, because nationalist policies have clear
negative implications for an executive’s aid-seeking behavior, which do not necessarily
follow from a left-right placement on (mostly) economic matters. Conservative govern-
ments could seek aid in order to reduce government spending, or reject aid as it distorts
markets and requires bureaucratic resources, and similar arguments could be made for
parties at the other end of the political spectrum. The binary indicator for nationalism

is taken from the widely-used Database of Political Institutions (Beck et al. 2001).
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Hypothesis 3: States whose executives run on a nationalist platform are less likely
to apply for Global Fund grants.

Finally, states will submit more Global Fund grant applications when the executive
controls a greater share of parliamentary seats. More stable parliamentary majorities
give greater room for political maneuver, and lessen the need for domestic compromise
(Willett 2001). Executives that are safely in power need to worry less about short-
term political costs, and correspondingly are more interested in acquiring the long-term
payoffs associated with Fund applications. Coalitions encompassing a larger share of the
electorate also have greater incentives to provide public goods that come with a cost,
since their provision by necessity benefits more of their members (cf. Phelan 2011). The
greater an executive’s control of the legislative body in any given year, the greater should
its likelihood be to file an application.

Hypothesis 4: States whose executives control a greater share of parliamentary seats

are more likely to apply for Global Fund grants.

3.5.2 Control Variables

That applications are a result of domestic political factors is not immediately obvious.
After all, should the decision to apply for health aid not be driven by a state’s public
health situation? Full-scale epidemics might be beyond the scope of national health man-
agement, and make applying for Fund grants a necessity, while a low disease prevalence
might not merit investing into an application. Similarly, the need for outside resources
could simply be greater where national public health systems are underfunded (Garrett
2007; Shiffman 2008). To control for such confounding factors, the analysis will include
two core measures of health system capacity and need: the prevalence of the disease
that eligibility is based on; and government spending on health as a percentage of all
government spending. If health concerns are indeed important for decision-making, then

states with high discase prevalence and low government spending should be significantly
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more inclined to file applications.

The statistical model will further include basic control variables for GDP per capita
at purchasing power parity, population size, and foreign aid as a percentage of GDP (to
control for the extent of overall aid dependence). Furthermore, a state might be less
inclined to apply at time ¢ simply because it already managed to secure Fund grants in
t-1. Acquiring funding will —at least momentarily decrease the pressure to apply again,
and states might instead concentrate on managing grants that are already running. To
control for this, the analysis uses the number of applications filed in the previous year
that were in fact approved by the Fund. Additionally, a time variable is used to account
for linear trends over the years.

Lastly, I include the Fund’s three diseases as a categorical variable. The infection
rates, disease dynamics, necessary resources, possible public responses, and social per-
ception of these diseases is not identical. For example, it is relatively cheap to prevent
and treat malaria, and the disease does not carry much of a social stigma; HIV /AIDS
on the other hand often requires lifelong treatment, and is associated with marginalized
groups. One way of dealing with these differences analytically would be to estimate sep-
arate statistical models for each of the diseases, but this greatly reduces the sample size
and the chance of significant findings. As a compromise, disease is treated as a discrete
predictor, which still allows us to judge whether any disease makes a state more or less
likely to apply.

To summarize, the empirical section of this chapter will investigate the influence of
political variables on a state’s decision to apply to the Global Fund in a given year. It
will control for a number of confounding factors related to the economy, public health,
and past interactions with the Fund. The models also include the three diseases as a

categorical variable.
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3.6 Empirical Analysis

This section discusses the construction of the dataset used for testing the explanation
outlined in the previous section, the statistical methods utilized throughout, and the

results of the analysis.

3.6.1 Dataset

I created a dataset containing information about 3,019 ‘decision points’ for 125 states
from 2002 to 2010. This includes all 899 filed grant applications targeting the Global
Fund’s three diseases, and data points for all years in which a state was eligible to apply,
but chose not to.* Put differently, each state has a maximum of 27 data points, one for
each of the nine rounds of funding and three diseases, and a value of 1 indicates that a
request was submitted for disease X in year Y. If a state was ineligible for grants, the
respective data points for the year are omitted the purpose of the analysis is not to
estimate eligibility, but applications.

The dependent variables were sourced directly from the Fund, which makes a dataset
of approved applications available on its website. This was augmented by the inclusion
of all requests that were filed but rejected, which can be accessed individually for ecach
country. Independent variables were taken from widely-used sources: World Bank (con-
trol of corruption, government effectiveness, GDP per capita, foreign aid, population
size), Database of Political Institutions (election year, nationalist base, parliamentary
majority), World Health Organization (disease prevalence, health spending), and the

Global Fund itself (approved applications, funding rounds).

4 Twelve small island states in the Caribbean and Pacific have never applied for a Global Fund grant
despite always being cligible. Countries like Barbados or Samoa derive their eligibility from the ‘Small
Island Economy’ lending exemption to the International Development Association’s requirements, not
from their income level or burden of disease like other applicants. For this reason they were omitted.
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3.6.2 Statistical Approach

To investigate factors influencing whether a state applies or not, a multilevel logistic
regression model was specified where the dependent variable is 1 for an application.
Second, the frequency and consistency of a state’s applications —expressed as the ratio
between all applications a state was eligible for up to a given year, and all applications
actually filed—was modeled with a multilevel linear regression model. Both models
include country-level random effects which are incorporated into the intercept term, but
not into the slopes of the individual coefficients. The intention here is to partially pool
the available data to construct an average model of executive decision-making for the
countries in the sample, not create a precise model of any one individual state. Each
fixed effect in the regression table can thus be interpreted as having been adjusted by
the inclusion of the variance added by each state.

For the logit model, the magnitude changes for each predictor (the substantive effects
in terms of percent changes in the dependent variable) are based on average predictive
comparisons. Evaluating the model at its mean is problematic given the inclusion of
binary and categorical variables, and the tendency to overstate effect magnitudes (Gel-
man and Hill 2007, pp.466-473). Unless otherwise stated, the interpretation of average
predictive comparisons refers to comparing a low and a high value (4 two standard de-
viations around the mean) of the underlying independent variable. The same is true for
interpreting the coefficients in the linear model. Comparisons for binary variables refer

to the difference between values of 0 and 1.

3.6.3 Results

The analysis shows robust support for a political explanation of grant application

decisions. Table 3.2 provides the results of both regression models.
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Table 3.2: Modeling the Decision to Apply

Application decision — Application ratio

(Logit model) (Linear model)
Independent Variables
Control of Corruption -0.42 -6.95
(0.22) (3.20)
Government Effectiveness 0.38 5.61
(0.21) (3:23)
Exccutive Election Year -0.22 -4.13
(0.17) (1.89)
Executive has Nationalist Base -0.47 -8.42
(0.21) (8:72)
Executive’s Parliamentary Seat Share 0.15 15.51
(0.07) (4.54)
Control variables
GDP per Capita at PPP -0.11 -1.30
(0.03) (0.46)
Foreign Aid as % of GDP 0.16 6.11
(0.61) (9.04)
Population Size 0.02 0.33
(0.004) (0.09)
Prevalence of Relevant Discase 0.03 0.06
(0.01) (0.11)
Health as % of Government Spending  -0.01 -0.17
(0.02) (0.25)
Approved Applications in Last Round -0.52 -10.74
(0.07) (0.80)
Funding Round (Year) 0.27 4.92
(0.02) (0.28)
Malaria Application -0.87 -0.64
(0.14) (1.55)
Tuberculosis Application -0.53 -0.44
(0.12) (1.42)
Constant -1.58 7.78
(0.35) (5.39)
N 2150 2150

Bold coefficients significant at p < .05. Standard errors in parentheses.
For better comparability, the control variables of GDP per capita and population size were
rescaled by dividing by 1,000 and 10 million, respectively (Gelman and Hill 2007, pp.53-68).
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Political Variables

The majority of political variables have a statistically significant relationship with
the dependent variables. and point in the hypothesized direction. These findings indi-
cate that executives in recipient states are indeed strongly influenced by their domestic
political situation when they make the decision to turn to the Fund.

Both measures of governance quality exhibit high statistical significance, but with
substantive effects in opposite directions. Contrary to Hypothesis 1, countries with
better corruption control are actually less to apply for Global Fund grants, and the effect
remains although the models control for other measures of development and governance.
One explanation lies in a tactic described by Moravesik (2000), whereby governments use
international commitments to ‘lock in” their policy preferences against future domestic
alternatives. In the case of grants, an executive in a highly corrupt environment might use
this ‘self-binding’ through applications because the Fund’s rules and safeguards provide
more effective corruption control than domestic programs. For a government aiming
to fight corruption. using the Global Fund can effectively enforce its policy preferences,
even after a loss of power.”> Substantively, an executive operating in an environment of
weak corruption controls is 17% more likely to apply at any point, and has a 24% higher
application ratio, compared to a state with robust controls.

Government effectiveness has the expected strongly positive effect on application
decisions. As defined by the World Bank, the measure captures various aspects of gover-
nance: quality of public service delivery, quality of the civil service, effectiveness of policy
formulation and implementation process, and credibility of government commitment to
these areas (Kaufmann, Kraay and Mastruzzi 2010, p.4). The process of preparing an
application is speedier and cheaper for executives that can rely on a highly effective state

apparatus; additionally, the requested grant amounts can be higher where public infras-

5 An even simpler explanation would point to the attractiveness of outside funding to corrupt gov-
ernments. However, the Fund has its own inspectors, requires repayment in cases of fraud, and has
suspended whole grants over corruption charges. There are certainly casier ways to distribute gains
from aid to supporters than go through the Global Fund’s application and implementation process.
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tructure has a greater absorptive capacity, which makes cost-benefit calculations more
attractive. As a consequence, states with high government effectiveness are 18% more
likely to turn to the Fund. They also apply more consistently, submitting applications
in 18% more of the cases they are eligible for.

In contrast to the previous measures, executive decision-making is not consistently
influenced by election years across both models. The variable’s direction is consistent
with Hypothesis 2, but the evidence is only weakly suggestive that executives are more
sensitive to the possible drawbacks of requesting aid in election years, and that their
attention is focused elsewhere. One possible reason for this result is the relatively nar-
row time frame of the study: since the Fund began in 2002, only so many elections
could be held, especially considering that developing countries often tend to gravitate
towards the autocratic end of the governance spectrum, where executive elections can
be a rare occurrence.® Nevertheless, the application ratio (model 2) is around 4% lower
for executives that are running for election in the same year.

Hypothesis 3 refers to the expectation that executives running on an explicitly nation-
alist platform one that is based on national identity and self-determination are more
hesitant to use the Fund. This is not only because requesting aid could have negative
electoral implications, but also because a nationalist executive has a lower inclination to
cater to the policy preferences of multilateral institutions or follow rules set by outsiders.
The statistical analysis clearly supports the hypothesis: nationalist governments are 8%
less likely to file an application, and their ratio of submitted to possible applications is
8% lower than that of governments without such a platform.

Lastly, Hypothesis 4 asserted that a greater parliamentary seat share would reduce
electoral pressures and minimize the need for domestic compromise on policy decisions;
both factors should lead to a higher likelihood of application. This expectation is indeed

borne out by the results, which show that executives that control large parliamentary

6 On average, the states in the sample score 0.48 (SD 0.24) on Freedom House’s composite democracy
index with a range between 0 and 1.
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majorities have an 11% greater likelihood of initiating the Fund’s application process,
compared to those with only limited backing from their legislature, or even minority
governments. Similarly, ‘safe’ executives also request aid in around 16% more of the
cases they are eligible for. One question about these outcomes is whether they are
driven by countries where the legislature is uncompetitive and controlled wholly by the
executive, since such ‘unbound’ governments would also be more likely to apply for
grants. However. the findings proved to be robust when both models were re-run with
World Bank indices of legislative and executive electoral competitiveness as additional
control variables.

See Figure 3.2 for graphical displays of the logistic regressions for the probability to
apply and the two independent variables of corruption control and executive’s parlia-

mentary seat share (Kastellec and Leoni 2007).

Control Variables

There is some support for alternative explanations captured in the control variables,
which partly exhibit large substantive effects.

The relationship between GDP per capita and Fund applications is negative as ex-
pected, so wealthier developing countries are less likely to apply. Not only is it more
difficult for these states to establish eligibility in the first place, but they are generally
better equipped to provide public health on their own, which reduces the need for large
grants and shifts the cost-benefit ratio. Such effects are strongly felt in application de-
cisions, where very poor states are 44% more likely to apply for a grant at any point
than wealthy states, given that both are eligible. The effect only marginally impacts the
application ratio however. The extent of a state’s overall dependence on development
assistance (measured by the percentage of GDP received in aid) has no discernible effect
on application decisions.

Variables related to public health find little support. A country’s prevalence of the
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Figure 3.2: Graphical expression of fitted logistic regressions between probability to
apply, control of corruption, and parliamentary majority.
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relevant disease only affects the first independent variable, and public spending on health
as a percentage of all government does not seem to have any relationship to the depen-
dent variable at all. That is not to say the measures do not matter: countries with
a high prevalence of the disease in question have 11% higher application ratios, mean-
ing that they capitalize on their chances to acquire outside funding more consistently.
Nonetheless, it is surprising that health-related factors do not have a stronger and more
significant influence on the decision to turn to a multilateral health institution.

As expected, countries have lower incentives to apply when they saw more requests
approved during the preceding funding round. Receiving outside resources decreases the
immediate pressure to apply again, and states seem to concentrate on implementation
rather than re-application. If we compare two countries, one of which had no approved
grants in the previous funding round, and one that was successful with the maximum of
three applications, the latter is almost 20% less likely to apply again the following year.

Furthermore, there is a robust linear trend over time towards more applications,
so much so that the average state was over 36% more likely to file an application in
the last funding round in the sample (round 9 in 2010) than it was in the first (round
1 in 2002). Similarly, the ratio between eligible and filed applications in each round
increased by almost 50%. meaning that states more consistently capitalized on their
chances to apply over time. The Fund’s attractiveness has increased in step with its
available resources over the years, and states have learned to more effectively make use
of the institution (cf. Haas and Haas 1995). Applying to the Global Fund is to some
degree a self-perpetuating process —once a state has shouldered the costs of setting up
the necessary domestic institutions and gathered the relevant actors, preparing further
applications becomes progressively easier.

Lastly, disease makes a difference. Since disease is a categorical variable, the co-
efficients for tuberculosis and malaria must be evaluated with respect to the reference

category of HIV/AIDS, which is estimated by the intercept. Accordingly, states are
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most likely to utilize their eligibility for HIV/AIDS, since both malaria and tuberculosis
have negative coefficients; among these two diseases, countries are more likely to request
funding for tuberculosis than for malaria. The hicrarchy mostly reflects the difficulty
and costs involved in fighting the disease—preventing and curing malaria is compara-
tively easy, tuberculosis might involve some months of treatment, but HIV/AIDS must
be strictly managed for the patient’s remaining lifetime. It makes sense that countries
would be more likely to try and acquire grants for a disease that is more costly and
requires greater government infrastructure. The fact that HIV /AIDS carries much more
of a social stigma, and is sometimes asserted to be confined to groups on the fringes of

society, does not seem to systematically influence application decisions.

3.7 Conclusion

Why do developing states turn to the Global Fund for aid, and why do they so rarely
capitalize fully on their chances to apply? I have argued that requesting aid is by no
means a foregone conclusion, but one that comes with potential political costs that can
offset enough of the financial benefits to keep states from applying. Rather than being
primarily based on actual public health pressures or economics, the decision to apply is
in fact heavily political.

Based on an original database of more than 3,000 decision points for 125 countries
over nine years, the empirical analysis lends strong support to this argument. 1 find
that measures of a state’s domestic political environment significantly influence whether
or not an executive makes use of a multilateral institution like the Fund. Governments
faced with rampant corruption file applications more frequently, as do those with a more
effective public infrastructures. Designing and submitting funding requests is also shown
to be more attractive to executives that do not run on an explicitly nationalist platform,

and have a more encompassing power base in the legislature. These measures exhibit
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consistent and significant effects over time while controlling for other factors.

No study has explored Global Fund applications, even though the Fund is arguably
one of the the most important international institution for health. The chapter also con-
tributes to larger debates about the choices that states make on the international level.
In order to understand how states interact with multilateral institutions, a comprehen-
sive and empirically informed look at factors explaining state behavior is needed. The
chapter shows that these factors are often both domestic and political in nature, and
that expanding the empirical scope yields a number of important insights about state

behavior.



Chapter 4

Decision-Making in Multilateral
Development Aid: The Case of the
Global Fund

Between 2002 and 2010, the Global Fund to Fight AIDS, Tuberculosis and Malaria
approved over US $22 billion in grants to developing countries, making it the world’s
single largest source of funding against these diseases. Yet there is great variation in
three key measures of the Fund’s institutional output: which applications are approved
for funding; the amount of money awarded to approved grants; and the discrepancy
between requested and approved grant amounts. The Global Fund’s decision-making
process provides a role for both public health experts and for political representatives
of states, non-state donors, and stakeholders. Based on an original database of grant
applications from 2002 to 2010, I demonstrate that the Global Fund has been largely
successful in ‘depoliticizing’ grant approval and grant amounts, which are both dependent
on the preferences of independent health experts. However, the political preferences of
the Fund’s six largest donor states still explain the discrepancy between proposed and
approved grant amounts — grants by developing states that are more attractive to donors
are also more likely to receive what they asked for, while the opposite can lead to dramatic

cuts to proposed budgets.
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4.1 Introduction

The Global Fund to Fight AIDS, Tuberculosis and Malaria is one of the most influ-
ential international institutions for global public health. From 2002 to 2010, the Global
Fund approved grants totaling over US $22 billion for programs combating infectious
diseases in more than 120 countries, and in doing so was responsible for a third of all in-
ternational funding to fight HIV/AIDS, two-thirds for tuberculosis, and half for malaria.
So important has the Fund become in fighting diseases that economist Jeffrey Sachs
called it “the most successful innovation in foreign assistance of the past decade” (Sachs
2010). But there is a striking amount of variation in applications’ chances of being rec-
ommended for funding, and in the amount of money that the Global Fund approves for
recommended applications. For example, while the Solomon Islands saw three out of
four applications rejected. Laos received the Fund’s approval for all 11 filed applications.
When looking at grant size, Grant 785 allocated over US $435 million for HIV /AIDS to
Ethiopia in 2003, while Cote d’Ivoire received less than two million dollars from Grant
622 for fighting the same discase one year later. Lastly, countries rarely get approval
for the precise budgets they propose. Georgia applied for $13 million in 2010, but this
amount doubled in the approval process, and the Fund eventually disbursed $25 million
to the country. In contrast, Kenya was much less fortunate in 2002, when its proposed
grant budget of $179 million was cut by over 98%.

Current scholarship disagrees about the reasons for such variation, and the degree
to which different actors affect the Global Fund’s grant-making decisions. Some authors
have argued that the strategic interests of the largest donors, represented on the Foun-
dation Board, decisively influence grant distribution (Barnes and Brown 2009, p. 8-10).
Others have asserted that a grant’s fate is in fact decided by the health experts serving
on the Fund’s Technical Review Panel, who evaluate proposals on the basis of technical
feasibility (Huckel Schneider 2008a, p. 210). This study uses a quantitative analysis of

variation in grants to determine the relative influence of the actors involved in the Fund’s

67



Chapter 4 Decision-Making in the Global Fund

decision-making, namely powerful donor states on one side, and the health experts on
the other. Crucially, the results will tell whether this decision-making structure succeeds
as an attempt “to create a depoliticised and more accountable mode of global health
governance” (Barnes and Brown 2009, p. 2). In fact, the Fund’s formal processes are so
clearly designed to exclude politics through technical rationality and the delegation of
decision-making to experts, that finding political stakeholders still hold some influence
over grant-giving would raise doubts whether any institution could truly ‘depoliticize’
aid allocation (see Flinders and Buller 2006).

To investigate the substantive variation in grants, the study draws on principal-agent
theories of international institutions. The Global Fund’s policy-making process con-
stitutes a principal-agent relationship, in which a collective principal (the Foundation
Board) delegates tasks to an agent (the Technical Review Panel). In this asymmet-
rical relationship, formal authority is held by the principals, but the experts have an
informational advantage (Miller 2005). As Weber (1958) observed, the power in such ar-
rangements often lies with the experts, but whether this is true in the case of the Global
Fund remains to be tested. The empirical analysis will shed light on the relative influ-
ence of the technocratic preferences of the expert agents, and of the strategic preferences
of donor state principals. The chapter hopes to contribute not only to the study of the
processes and policies of the Global Fund, but also to wider debates about the influence
of technocrats and states in international institutions, and to ongoing discussions about
depoliticizing development aid.

The remainder of the chapter proceeds as follows: the next section outlines the process
of Global Fund decision-making and its two main actors (section 4.2), and demonstrates
the substantial variation in Fund grant decisions (section 4.3). The chapter then gives
a brief overview of current research on the Global Fund (section 4.4), and addresses its
theoretical gaps by using a principal-agent framework (section 4.5). Following this, the

relative impact of the preferences of principal and agent is tested on an original dataset
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containing 899 grant applications (section 4.6). The chapter concludes by summariz-
ing key findings and their implications for our understanding of the Global Fund, and

scholarship on international institutions more generally (section 4.7).

4.2 The Process of Global Fund Decision-Making

4.2.1 Global Fund Operations

The foundations for the Global Fund were laid at a G8 summit in Okinawa in 2000.
Donor countries asserted that accountability was lacking in existing international insti-
tutions such as the World Health Organization, and that this discouraged the provision
of financial assistance. Created as a direct result of the summit, the Global Fund was
incorporated as a foundation under Swiss law in January 2002, and approved its first
grants in April 2002 (Edele 2006). To date, the Fund has received $30 billion in pledges,
of which states continue to contribute more than 95%.

The Global Fund issues yearly calls for grant applications. Funding applications must
be submitted by in-country partnerships of political and civil society actors known as
country coordinating mechanisms, which are responsible for administration, implemen-
tation, and reporting on any grants received. Applications are highly formalized, and
have to include a total budget and a detailed spending plan in contrast to most other
forms of development aid, this means that grant amounts are first suggested by the re-
cipient, not determined by the donor. The Global Fund’s secretariat performs an initial
eligibility screening of all funding proposals, which are then evaluated by the Technical
Review Panel, and ultimately approved by the Foundation Board.

Figure 4.1 provides a schematic overview of the Fund’s grant decision-making process.
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Figure 4.1: Overview of the Global Fund’s decision-making process.

4.2.2 The Principal: Foundation Board

The Fund’s state and non-state members are its political principals. They act through
their representatives on the Foundation Board (FB). which has the final say over all
Global Fund policy decisions, operational guidelines, budgets, and personnel appoint-
ments, including Technical Review Panel members. In all, the Board is composed of 20
rotating voting members: eight representatives from donor states; seven representatives
from developing countries; and five representatives of non-state actors (Global Fund to
Fight AIDS and Malaria 2009a).

Among donor states, the ‘G6’ states (the six largest state donors France, Germany,
Italy, Japan, United Kingdom, and United States) contribute over 70% of total funding.
The FB operates on the basis of majoritarian decision-making, but in order to pass,
any motion requires a majority on both the recipient side of the Board (comprised of

recipient states, a representative of communities living with disease, and NGOs) and
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the donor side (donor states, the private sector, and foundations). The G6 can thus
effectively exercise a veto by preventing a donor side majority. Additionally, the G6
can rely on a strong institutional culture of consensus (Global Fund to Fight AIDS and
Malaria 2009a, p. 7) to ensure their views are not marginalised (Barnes and Brown 2009,
p-3). This combination of a powerful bargaining position, veto powers, and consensus-
oriented decision-making strongly suggests that the G0 states can be used as a convenient
shorthand for the Global Fund’s collective principal (compare Copelovitch 2010, p. 56).
The remainder of the chapter will thus focus on the influence of the G6 governments as

the primary principals when it comes to grant decision-making.

4.2.3 The Agent: Technical Review Panel

While the Foundation Board holds ultimate authority over Global Fund decision-
making, it has delegated substantial competences to the Technical Review Panel. The
Panel is comprised of experts on global public health (often academics, researchers,
or health practitioners) who serve in their individual capacity. The Foundation Board’s
formal influence over the Technical Review Panel is restricted to the selection of members
and the setting of its general terms of reference. Furthermore, the Foundation Board
cannot approve a proposal without receiving a Panel recommendation, which would
appear to give the experts a high degree of autonomy, and considerable potential to
influence the decision-making process.

In 2010, the Technical Review Panel consisted of 44 public health experts from 31
countries. In the past, experts with G6 citizenship have made up between 25% and 48%
of the Panel, and when counted together with experts from other OECD countries, have
always constituted 50% or more of the Panel. Half of the Panel’s members are designated
as ‘cross-cutting experts’, with the remainder being split between specialists on each of
the Fund’s three diseases. The Foundation Board appoints candidates to the Technical

Review Panel, and those given the Board’s approval meet over a two-week period to
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review all pending grant applications for the year, after which the Panel dissolves. It is
possible for experts to be Panel members for several years, although a majority serves

two terms or less.

4.2.4 Decision-Making

Applications vary in their chances of being recommended for funding, and if they are
approved, in the amount of this funding. The binary decision whether to recommend
a grant or not is made by consensus or (rarely) majority vote in the Technical Review
Panel (Global Fund to Fight AIDS and Malaria 2009b) after a presentation by the
application’s primary reviewers. The Panel further has the right to call for budget
adjustments of any size for a recommended application: On average, experts slashed the
total budgets suggested by applicants by 30%, but individual applications have received
approval for as little as 1% of the originally proposed budget, to an increase of 90%. After
recommendation and budget adjustment, an application is forwarded to the Foundation
Board for a final decision, although overturning expert recommendations is an extremely
rare occurance (Barnes and Brown 2009; Garmaise 2009).

Grant decision-making thus allows the Global Fund to fully control recommendations
and budgets. The question is whether this control is exercised by the agent, or whether
it is the donor principals who still hold the experts’ reins through expert selection and
incentives. The question is especially important since the Fund’s institutional structure
was specifically designed to ‘depoliticize’ aid by delegating almost all decision-making
power to experts (Heimans 2002; Barnes and Brown 2009, cf.). If the Fund’s grant
distribution is still influenced by the preferences of political stakeholders even when
the rules almost completely sideline them, then this raises serious doubts about whether
depoliticizing aid allocation —or institutional outputs more generally is possible. Before
these questions are addressed however, the following section will show the substantial

outcome of the decision-making process, namely the variation in grants.
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4.3 Variation in Grant Decision-Making

The Global Fund is purely a funding mechanism. It does not engage in programs on
the ground in affected countries, nor does it provide expertise, technical assistance and
training, or develop international rules and regulations. Financial grants are therefore
the only institutional outputs of the Global Fund’s decision-making process, which shows
two main dimensions of variation: the approval or rejection of grant applications, and
variation in the amount of money awarded to approved grant applications. Countries
can only file one application document per year, but this document can include one
sub-section for each of the Fund’s three diseases. For the purposes of this study, such
sub-sections were treated as separate applications. The following paragraphs introduce
and define the three dependent variables that capture the variation in grant decision-
making: grant recommendation, grant amount, and grant discrepancy.

The first dependent variable is binary and measures whether a country’s application
for one specific disease in a given year is successful in getting recommended for funding.
A country’s eligibility to apply to the Global Fund is based primarily on its income level,
and not all states eligible for funding indeed choose to apply every year for every disease.
Thus, the variation of interest is not whether or not a state applies (see Chapter 3), but
rather which of the states that have chosen to apply actually get approved. Between
2002 and 2010, only around 40% of all filed applications have been recommended for
funding, and the rates of recommendation vary significantly across countries, from the
Solomon Islands with recommendations for only 25% of all filed applications, to 100%
for several countries (including Azerbaijan, Gambia, and Laos).

The second dependent variable is total grant amount. Among the applications rec-
ommended for funding, the awarded amount of money varies considerably. Grant size
could be measured in various different ways, such as total amount, amount available per
year of a grant’s running time, or amount spent per individual sufferer. To preserve as

much of the original variation as possible, this study will use total grant amounts as pro-
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vided by the Global Fund. However, the ‘true’ size of grants is not readily comparable
across cases due to differences in population size or purchasing power. Consequently,
the statistical analysis will control for the prevalence of the disease in the general pop-
ulation, GDP per capita at purchasing power parity, and the number of years the grant
is scheduled to run. The largest ever grant was approved for Ethiopia in 2003, which
received more than $435 million for an eight-year program to combat HIV /AIDS. Two
years later, Ethiopia successfully acquired another $400 million over five years for the
same disease, the third-largest grant in the Fund’s history (in total, it has received more
than $1 billion). In comparison, the average size of a grant is $28 million with a mean
running time of four years. And at the other end of the spectrum, there have been a
number of grants not even reaching $1 million in Kenya, Panama, Guinea-Bissau, and
others.

Grant discrepancy, the third dependent variable, has not previously been used in the
aid allocation literature. As outlined in section 4.2, states are required to propose a
detailed budget in their applications, and this is adjusted in the decision-making process
before approval is given. Most international institutions like the World Bank only publish
approved grant amounts, which means that any analysis of the effects of decision-making
procedures depends on counterfactual assumptions about what project size would have
been without ‘institutional interference’. In contrast, the Global Fund has made the
original application documents available, so the proposed grant size is known, and devi-
ations from it can be expressed in precise dollar values. In other words, it is known which
countries get what they want, and who sees smaller (or larger) amounts approved than
what was requested. Grant discrepancy thus measures how effectively different states
can make use of the Global Fund. Having information about such discrepancies, and
being able to link them to explanatory variables related to principal and agent, sepa-
rates this study from the rest of the aid allocation literature. When China applied for a

tuberculosis grant in 2009, it proposed a two-year $119 million program — but while the
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proposal was approved, the Fund slashed its budget to $6 million, a -94% discrepancy.
On the other hand, when Cuba applied for HIV/AIDS funding in 2007, its proposed
five-year budget of $22 million was adjusted upwards to $33 million, overfunding the
project by 50%.

Table 4.1 provides summary descriptive statistics of the dependent variables and the

independent variables introduced in section 4.5.2.

Table 4.1: Summary Statistics: Global Fund Grants

Variable n  Mean SD Min Max
Dependent Variables

Recommendation 899 0.77 0.42 0 1
Grant size ($ million) 694 282 4756 0.2 435
Grant size (log) 694 16.4 1.2 123 19.9
Grant discrepancy (%) 677 -296 29.5 -98.5 923

Independent variables
Agent / expert preferences

Program arca: Prevention 851 0.68 0.47 0 1
Program arca: Treatment 851 0.55 0.5 0 1
Previous successful grants 898 3:3 2.8 0 12
Grants currently running 882 2.7 2.3 0 11
PR includes governmental 878 0.7 0.46 0 1
PR includes NGO 878 033 047 0 1
PR includes IO 878 0.18 0.39 0 1
Number of principal recipients 878 127 0.5 1 1
Application length (pages) 887 1 664, . 272 9 233

Proposed amount/infection ($1,000) 798  1.72  6.45 0.22 78.11

Principal / donor preferences

G6 bilateral aid/capita ($) 867 21 322 -20 442
Freedom House score 888 4.2 1.55 1 i
Control of Corruption 891 -069 049 -19 1.51
Bilateral trade with G6 (8 billions) 686  27.8 113 158 963
Former G6 colony 899 0.58 0.49 0 1
Mean UN voting affinity 724 w0107 0.3 -0.84 0.72
Control variables

Coefficient of variance, aid 864 1.47 6.03 -49.9 119.1
Coefficient of variance, trade 686 1.05 Q.45 10:22°8 2.9
GDP/capita at PPP* ($1,000) 873 351 333 024 15.74
Prevalence of targeted discase (%) 879 4], 7.6 0 62.7
Grant running time (years) 873 4.2 1.7 1 9
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4.4 The Existing Literature

Despite its central role in the issue area of global public health, the Global Fund is
comparatively neglected in international relations scholarship. So far, only a handful of
articles have been written specifically about the Fund. Huckel Schneider (2008a) inves-
tigates whether the Global Fund’s governance is perceived as legitimate by stakeholders,
while Brown (2009) uses a discussion of the Global Fund to advocate for increased partic-
ipation of non-state actors in order to improve global public health provision. A working
paper by Barnes and Brown (2009) provides the most critical assessment of Global Fund
decision-making to date: the authors use a number of semi-structured interviews with
political representatives and experts to examine the role of the Technical Review Panel.
They find that most participants agree that donor states decisively influence the decision-
making process through formal and informal means, such as pushing for the selection of
experts that are known to be sensitive to the concerns and preferences of donor states
(Barnes and Brown 2009, p. 9).

On the other hand, the Fund has received considerable attention in medical scholar-
ship (Feachem and Sabot 2006; Lu et al. 2006; Nahlen and Low-Beer 2007; Radelet and
Siddiqi 2007), where attempts have been made to analyze Global Fund grants using mul-
tivariate models. Cohen, Singh and O’Brien (2008) investigate a range of independent
variables in order to predict the precise timing of the series of staggered disbursements in
which the Fund transmits cach approved grant. Looking at the case of malaria, they find
that when information about grant characteristics (such as whether the principal recipi-
ent was a public or private actor) was combined with macro-level information about the
receiving country (such as the level of corruption), the resulting models had considerable
predictive power over the date and rate of monetary disbursements. While the study
is the most detailed quantitative effort to date, it does not explain the most important
decisions made by the Global Fund, that is, whether to fund grant applications or not,

and how much money to award to recommended applications.
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In short, research on the Global Fund and its grant decision-making has so far not
been conducted in the quantitative, theoretically informed manner that is now routinely
applied to other international organizations such as the United Nations (Carter and

Stone 2010), the IMF (Copelovitch 2010), or the World Bank (Winters 2010).

4.5 Explaining Global Fund Grant Decision-Making

4.5.1 Framework for Analysis

This section will use a theoretical framework to generate testable hypotheses about
Global Fund grant decision-making.

Over the last decade, principal-agent theory has seen increasing use in international
relations scholarship (Bendor and Meirowitz 2004; Hawkins et al. 2006; Copelovitch
2010). The principal-agent approach explains why and how a principal a state, or a
group of states as a collective principal in an international institution delegates au-
thority to an agent. There are several reasons why such delegation would be useful: to
gather information or utilize external expertise, to create a neutral dispute settlement
mechanism, to monitor compliance with agreements, or even to pass the blame and
evade the negative political consequences of decisions (Haas and Adler 1992; Koremenos
2008). The main risk for the principal in this type of arrangement lies in the inability
to completely monitor the agent (perfect monitoring would be prohibitively expensive),
which inevitably leads to some degree of ‘agency slack’, and to outcomes that might not
be in the principal’s direct interest.

As outlined in greater detail below, the principals’ general goal lies in using the Fund
to further their mostly self-interested foreign policy agenda. There is a body of evidence
suggesting that principals are thus committed to those applying states that are of greater
economical, political, or geostrategic importance to themselves. Technical agents, on the

other hand, are not motivated by the potential hard payoffs to donor state principals,
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but instead wish to reward ‘deserving’ states, which results in a preference for recipients
with strong applications or an environment conducive to combating disease. While donor
states could alternatively distribute all aid bilaterally and retain complete control over
who receives this funding, they would miss out on an opportunity to leverage the pooled
resources of international institutions like the Global Fund to support their preferred
recipients.

The Global Fund clearly fulfills the ‘canonical’ criteria of a principal-agent relation-
ship (Miller 2005), which is due to a conscious choice of institutional design meant to
make decision-making more technocratic and less politically contentious. The Global
Fund’s expert agents have an informational advantage over the political principals, both
in specialized medical knowledge and managerial expertise, and in their familiarity with
each individual application. This expertise is indeed the very reason they are employed
as agents. The political principals, on the other hand, can attempt to use incentives to
control the experts even in the absence of perfect monitoring. Most previous applications
of principal-agent theory, such as Weingast’s research into congressional oversight in the
US (Weingast and Moran 1983; Weingast 1984), showed that principals tried to ensure
compliance by offering incentives such as budget adjustments (Miller 2005). In the case
of the Global Fund, the most obvious incentive that the donor state principals provide
to health experts is appointment to the Technical Review Panel, from which a mem-
ber earns prestige and money, and a say in the global fight against infectious diseases.
These incentives are strong enough to create a large pool of candidates for Technical
Review Panel positions!, which allows the principals to select experts who are known
to be sensitive to donor state concerns and preferences (Barnes and Brown 2009, p. 9).
Furthermore, experts who continuously recommend the ‘wrong” applications can be pun-

ished by not being re-appointed to serve another round, which is a plausible mechanism

! The Fund does not publish the number of applicants. Reporting that one of its researchers had
been chosen as an expert, a North Carolina-based think tank stated that 576 applications were filed for
nine open seats on the Technical Review Panel in 2003 (RTI International 2004).
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given that 54% of all Technical Review Panel members have served two or less rounds,
and 37% were replaced after only one round.

Global Fund grant-making decisions could therefore reflect the preferences of the
health experts on the Technical Review Panel, or the preferences of the G6 donor states
on the Foundation Board. depending on the degree to which the donor principals are able
to control their expert agents. The link through which such control could be exercised
is the selection of experts, and the replacement of those that are less response to donor
wishes and concerns.

While the two actors compete with each other, it is important to note that their
preferences do not always have to be in opposition, but only that they are sufficiently
distinct to influence observable outcomes in different directions. In other words, the
preferences of principal and agent are not necessarily diametrically opposed, but they
are also far from identical. The following section draws on previous scholarship to specify

the preferences of these different actors.

4.5.2 The Agent’s Preferences

The preferences of Technical Review Panel experts should primarily be based on tech-
nocratic considerations about discase management and project feasibility, and differ from
the preferences of the principals in that they are not based on geopolitical cost-benefit
calculations (Haas and Adler 1992). If the Technical Review Panel is as autonomous as
it seems, and can decisively influence grant distribution, then applications that health
experts believe to be effective at tackling disease should have greater chances of being
recommended for funding and have larger grants approved.

A number of factors influence the effectiveness of aid programs in general (Collier
and Dollar 2004; Headey, Rao and Duhs 2004), but in the case of public health, cer-
tain best practices have been identified: condom distribution and prevention of mother-

to-child transmission in the case of HIV (Creese et al. 2002), insecticide-treated nets
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against malaria (Hill, Lines and Rowland 2006), or directly observed short-course ther-
apy against tuberculosis (World Health Organization 2006). It is vital for ‘strong’ funding
applications that they take technocratic considerations such as the inclusion of effective
components into account, as internal Technical Review Panel reports published and an-
alyzed by Garmaise (2006, 2010) show. In almost all reports, the Panel’s experts point
out a number of similar technocratic strengths, most of which have to do with pro-
gram management and intervention effectiveness. However, only some strengths can be
quantified in a relatively uncomplicated way; in the remaining cases, the difficulty of
second-guessing the experts’ opinion in order to artificially generate a score would likely
undermine the reliability of any result. Thus, five quantifiable variables were selected
from identified key strengths of applications in order to capture health expert preferences:
program areas covered by the grant; number of previously recommended applications:
suggested principal recipients; level of detail of the application; and calculated grant size
per infection.

First, each application must specify which program areas it covers, and these are not
mutually exclusive. Experts favor applications which include strategies “that will have
a meaningful impact on preventing further infections” (Garmaise 2010, p. 9), as current
scholarship points to advantages of prevention over other forms of disease management
(Creese et al. 2002). Furthermore, in their reviews experts repeatedly expressed approval
if applications included a strong treatment component in order to care for those already
infected rather than just focus on prevention (Garmaise 2006, p. 44).

Hypothesis Al: Chances of recommendation and grant size should be higher, and
grant discrepancy more positive, where a country explicitly includes prevention and treat-
ment as program areas in its proposal.

Second, each proposal must name ‘principal recipients’ (PR): most commonly, pay-
ments are made to a country’s ministry of health or finance, but PRs can also be NGOs

or come from the private sector. Countries can nominate any number and combination
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of PRs in their applications. Experts prefer “strong organizations” with substantial
“financial and organizational management skills” (Garmaise 2006, p. 15). This means
that applications whose PRs include governmental actors or international organizations
should enjoy an advantage over those with private recipients.

Hypothesis A2: Chances of recommendation and grant size should be higher, and
grant discrepancy more positive, where a governmental actor or an international organi-
zation 18 named as one of the PRs.

Third, experts favor applicants that have “experience managing similar programs”
(Garmaise 2006, p. 5), and can demonstrate complementarity and additionality with
existing funding streams. Both of these factors can be measured by the number of
previously approved applications.

Hypothesis A3: Chances of recommendation and grant size should be higher, and
grant discrepancy more positive, where an applicant has a larger number of previously
approved grants.

Fourth, experts write approvingly of applications that provide a “solid description of
the epidemiological situation [...and] analysis of the response to the disease” (Garmaise
2010, p. 9). The depth and detail of an application are exceedingly hard to measure,
but the length of a proposal in pages shall serve as a proxy. Longer applications can
reasonably be expected to provide greater detail both in their analysis of the situation
and their proposed countermeasures.

Hypothesis A4: Chances of recommendation and grant size should be higher, and
grant discrepancy more positive, where an application is longer.

Fifth, well-defined, reasonable budgets are frequently mentioned as a strength (Gar-
maise 2006, p. 13). Interpretations of what is ‘reasonable’ necessarily diverge, but this
study will use lower proposed amounts of yearly spending per individual infection.

Hypothesis A5: Chances of recommendation and grant size should be higher, and

grant discreparcy more positive, where the proposed grant amount per infection is lower.
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These evaluation criteria omit measures of recipient need, such as low income per
capita, or high disease prevalence. This is because the Panel’s Terms of Reference un-
ambiguously state that any review shall be conducted “without consideration of the
amount of resources available to the Global Fund or the income level or burden of dis-
ease of the economy targeted by the proposal” (Global Fund 2009b, p. 6). Measures of
recipient need are therefore not part of the agent preferences model itself, but will still
be used as control variables.

The agent preferences model is falsified if a grant’s chances of recommendation, size,
and discrepancy between proposed and approved amounts are not related to measures

capturing expert preferences about applications.

4.5.3 The Principals’ Preferences

Previous research has shown that the outputs of international institutions often
closely mirror the preferences of their most powerful members (Mearsheimer 1994; Borzel
2009), and that the preferences of the largest financial contributors carry the most
weight, even where formal rules give equal voting weights to all members (Brown 2009;
Copelovitch 2010; Kilby 2010). As outlined above, it is an open question whether this
is also the case for the Global Fund’s G6 donors on the Foundation Board, even though
the formal decision-making rules are weighed in favor of the expert agents.

There is ample evidence that the G6 are more likely to lend financial assistance to
an applicant state that is of greater economic or strategic interest to them. In the case
of the US, evidence from as far back as 1979 shows that strategic considerations (such
as a recipient’s support of communism) outweigh considerations of need when foreign
aid is distributed (Mckinley and Little 1979). Countries with a colonial history also
receive significantly more aid than those without, and some donors give overwhelmingly
to their former colonies (Alesina and Dollar 2000; Neumayer 2003). Furthermore, a

rhetoric of ‘trade, not aid’ has long been a staple of donor states, but there is little
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empirical evidence that donors use increased trade opportunities to justify aid reductions
(Lundsgaarde, Breunig and Prakash 2010). Instead. Berthelemy (2006, p. 11-14) finds
that donors in fact approve more aid for better trading partners, and for those that
are more democratic (also Kosack 2003; Dollar and Levin 2006). France, Japan, Italy
and the US are among the more ‘egoistic’ donors that clearly value their economic or
strategic interest in a developing country higher than its need. Donors have also been
found to use bilateral and multilateral aid to get themselves elected to rotating seats
in international institutions (Kuziemko and Werker 2006; Vreeland 2011), or to make
states vote in line with them in the UN General Assembly (Dreher, Nunnenkamp and
Thiele 2008; Carter and Stone 2010). Even ‘log-rolling” across institutions is practiced,
such as the granting of IMF loans or World Bank projects in exchange for votes in the
UN Security Council (Dreher, Sturm and Vreeland 2009a.b).

In short, the literature argues that G6 donor states will prefer to give aid to states
which possess certain macro-level characteristics related to their strategic and economic
importance. This does not imply that donor states are entirely unconcerned about tech-
nocratic aspects of the applications themselves, but rather that these are additional or
secondary considerations for them. This study focuses on six factors previously found to
capture donor preferences as outlined above: bilateral development aid; level of democ-
racy; control of corruption; trade volume; status as a former colony; and geopolitical
alignment.?

First, since donor states can select recipients of bilateral aid at their discretion, the
ensuing distribution of aid should give an unfiltered account of the relative importance of
recipient countries. Donors will prefer countries to receive Global Fund money to whom
they also give development aid bilaterally.

Hypothesis B1: Chances of recommendation and grant size should be higher, and

grant discrepancy more positive, where a country receives more bilateral aid per capita

2 Freedom House reports were used for democracy scores; the World Bank’s World Governance
Indicators for corruption; and UN General Assembly voting similarity (Gartzke 2006) for alignment.
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from GG states.

Second, following the Monterrey Consensus adopted at the 2002 International Con-
ference on Financing for Development, donor countries have aimed to reward recipients
with sound, democratic institutions when it comes to aid allocation (see Dollar and Levin
2006), and these should also be the preferred recipients of multilateral aid.

Hypothesis B2: Chances of recommendation and grant size should be higher, and
grant discrepancy more positive, where a country is more democratic, as measured by
aggregate Freedom House (2011) scores.

Third, countries with lower levels of corruption should theoretically be more attrac-
tive to donors. Although the literature has repeatedly not found a significant relationship
between corruption and aid flows (Alesina and Weder 2002; Chong and Gradstein 2006),
it remains to be seen whether this is also the case here. When several instances of corrup-
tion in Fund programs were widely publicized in 2011, the Fund came under strong public
pressure from donors that demanded effective countermeasures, even though ironically
these cases of misuse only came to light due to the Fund’s own auditing.

Hypothesis B3: Chances of recommendation and grant size should be higher, and
grant discrepancy more positive, where a country is better at controlling corruption.

Fourth, donors will be more interested in supporting better trading partners, and
previous studies bear out this expectation. Thus increased bilateral trade should be
beneficial for the recipient when it comes to grant recommendations, amounts, and
discrepancies.

Hypothesis B4: Chances of recommendation and grant size should be higher, and
grant discrepancy more positive, where the volume of trade between a country and the
G6 is higher.

Fifth, donor states have been shown to favor former colonies in aid distribution, due
to close cultural ties or as a form of post-colonial compensation. I consider any country

belonging to a G6 state in the 20th century for more than five years to be a former
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colony, corresponding to roughly half of the countries in the dataset.

Hypothesis B5: Chances of recommendation and grant size should be higher. and
grant discrepancy more positive, where a country is a former G6 colony.

Sixth, donor states have incentives to channel money to states with whom they are
closely aligned on geopolitical issues. Voting affinity within the UN General Assembly is
a useful proxy for such an alignment (Voeten 2000; Vreeland 2003; Voeten 2008: Vreeland
2011), and has been shown to influence the distribution of aid (Dreher, Nunnenkamp
and Thiele 2008).

Hypothesis B6: Chances of recommendation and grant size should be higher, and
grant discrepancy more positive, where the mean similarity between a country’s General
Assembly votes and those of the G6 is higher (Gartzke 2006).

The principal preferences model is falsified if chances of recommendation, grant size,
and discrepancy between proposed and approved amounts are not related to measures
capturing the strategic and economic relationship between G6 donors and recipient

states.

4.5.4 Control Variables

As pointed out by Copelovitch (2010) in the case of the IMF, the relative influ-
ence of principal and agent might not be constant, but rather dependent on whether all
G6 donors have similar interests in an applicant or not. Heterogeneity of preferences
could be a cause of variation in institutional outputs, because collective principals exert
a maximum of influence only when they present a unified front to their agent. How-
ever, preference heterogeneity might plausibly be tied to lower recommendation chances
and smaller grants (as a concession to donors less interested in the recipient), or higher
chances and larger grants (through inter-temporal logrolling among donors). The em-
pirical analysis will thus clarify the direction and size of the effect of heterogeneous

preferences among G6 donors. The degree of interest divergence is calculated as the
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coefficient of variation (CoV) in the values of bilateral aid and trade between each of the
G6 donors and a single recipient. Larger values for the coefficient correspond to greater
preference heterogeneity among the G6 states.

Three further control variables are included in the statistical analysis: prevalence of
the targeted disease; grant running time in years; and GDP per capita at purchasing
power parity. These controls account for systematic differences between applicants with
large and small populations (populous states will by necessity apply for larger grants),
and corrects for the fact that grant size is correlated with its projected running time
(longer programs also tend to require greater resources). The inclusion of GDP per
capita together with disease prevalence also allows us to address in how far recipient
need continues to play a role for grant distribution, even though the Technical Review

Panel formally is not allowed to take this into account.

4.6 Results

To test the competing explanations outlined in the previous section, I created a new
dataset containing information about all 694 recommended grants and all 205 available
rejected grant applications targeting the Global Fund’s three diseases in 126 states from
2002 to 2010. Because unsuccessful applications are only available since 2007, the anal-
ysis is based on two sub-sets of the data: one of all applications filed from 2007 to 2010,
and one of all recommended applications between 2002 and 2010.

First, to investigate which factors influence whether a grant is recommended or not,
models are based on a sub-sample of 461 data points corresponding to all applications
filed between 2007 and 2010 (both recommended and non-recommended). A multilevel
logistic regression model was specified where the dependent variable is 1 for a recom-
mendation, with intercepts allowed to vary by country and by disease (Gelman and

Hill 2007, ch. 14). Second, grant amounts were modeled on a sub-sample of all 694
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recommended grants from 2002 to 2010. The data was used to specify a multilevel lin-
ear regression model with independent variables as fixed effects, and country-level and
discase-level random effects (Gelman and Hill 2007, ch. 12 & 13). Since the values for
this dependent variable have a lower bound of 0 and are not normally distributed, grant
amounts were logged for the regressions. Third, grant discrepancy (percent difference
between approved amount and proposed amount) was calculated for all 694 approved
grants from 2002 to 2010; again, an multilevel lincar regression model was specified. In
all models, non-binary independent variables were transformed by centering and dividing
by one standard deviation in order to make continuous and binary regression coefficients

comparable on a roughly common scale (Gelman 2008).

4.6.1 Grant Recommendation

Table 4.2 presents the results of logit models 1 to 3, showing which variables cause
an application’s chances of recommendation to rise or fall, given that a country decides
to apply to the Fund in a specific year. Agent and principal preferences are analyzed
individually in models 1 and 2, and then combined in model 3.

The results reveal a striking pattern, in that grant recommendation is heavily influ-
enced by the preferences of agents, but completely independent from those of the prin-
cipals. No direct measure of G6 preferences has any statistically significant effect across
models: neither colonial status, nor quality of democracy, or even control of corruption
seem to impact on an application’s chances of recommendation. In stark contrast, many
measures of expert preferences are highly significant.

Using average predictive comparisons, we can evaluate the substantive impact of an
independent variable while holding all other measures at their respective means. The
program areas covered by a grant influence its chances of recommendation in very differ-
ent ways. Contrary to expectations, applications that include programs on prevention

and treatment are not more likely to be recommended for funding. Instead, proposing
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Table 4.2: Modeling Grant Recommendation

Model 1 Model 2 Model 3
Agent (expert) preferences
PA: Prevention -0.76 -1.51
(0.28) (0.39)
PA: Treatment -1.90 -1.88
(0.26) (0.33)
Previous recommendations 0.011 0.12
(0.07) (0.13)
Grants currently running -0.34 -0.46
(0.24) (0.39)
Application length 0.002 0.002
(0.001) (0.001)
PR includes governmental 1.66 1.35
(0.53) (0.71)
PR includes NGO 0.88 0.54
(0.53) (0.67)
PR includes 10 2.29 2.03
(0.58) (0.80)
Number of PRs -4.03 -1.95
(1.73) (2.06)
Proposed amount /infection  0.01 0.02
(0.008) (0.01)
Principal (donor) preferences
Bilateral aid per capita 0.0003  -0.0003
(0.0003)  (0.0004)
Freedom House score -0.10 0.03
(0.15) (0.21)
Control of corruption -1.21 -1.19
(1.63)  (2.40)
Bilateral trade 1.48 9.71
(4.16) (7.32)
Former G6 colony -0.14 -0.16
(0.27) (0.38)
UN voting affinity 6.69 1.24
(2.30) (3.69)
Control variables
CoV, bilateral aid -0.004 -0.005
(0.004) (0.004)
CoV, bilateral trade 0.83 1.60
(1.45) (1.91)
GDP/capita at PPP 0.02
(0.25)
Disease prevalence 0.01
(0.005)
Constant -0.22 0.22 0.81
(0.73) (0.26) (0.96)
N 393 267 257

Bold coefficients significant at p < .05. Standard errors in parentheses.
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a grant with a treatment component translates into 18% lower chances of recommen-
dation, compared to a grant that omits this program area. As hypothesized. specifying
public sector principal recipients is a good choice for an applicant: the involvement of
an international organization and a governmental actor as a PR increases the likelihood
of being recommended for funding by 21% and 29%, but involving NGOs has no such
effect. Next, application length as a simple measure of depth and detail shows promise
in the analysis. The variable is highly statistically significant and has a positive relation-
ship with recommendation: providing 25 more pages of detail (one standard deviation)
corresponds to around 11% greater chances of recommendation over an application of
average length, and 22% over a very short application. Statistically, the longest applica-
tion in the sample (164 pages) thus has 49% higher recommendation chances than the
shortest one (29 pages). Expert preferences variables not found to impact significantly
on an application’s chances are the number of previously recommended grants and the
number of principal recipients.

Looking at the control variables, only one of the two measures of preference hetero-
geneity among the principals is significant in the models. Concretely, we see that when
the preferences of the G6 donors diverge with regard to bilateral trade (meaning that the
applicant is a more important trading partner for some of the G6, but not for others),
a grant has better chances of being funded. Copelovitch (2010) has suggested that in
cases of disagreement, less interested states “might support the demands of their most
interested counterpart in the hopes of receiving similar treatment in the future for their
own preferred [recipient]”. The size of the effect is modest however:; in cases of high pref-
erence heterogeneity, an application is 11% more likely to be recommended for funding.
Interestingly, the results also point to the continued importance of disease burden for an
application’s chances. Holding all else constant, a country with a 9% higher prevalence
rate is also 7% more likely to get funding.

Figure 4.2 shows simplified regression graphs for the influence of application length
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and disease prevalence on the likelihood of a grant application being approved by the
Fund.

As intended by the Fund’s institutional design, the Technical Review Panel’s expert
agents indeed determine which grants get recommended, while the G6 donors stay en-
tirely in the background. As a thought experiment illustrating the magnitude of these
effects, we can construct two fictional applications from different states, Alpha and Beta.
Applicant Alpha is average in all regards, scoring at the mean for every variable in the
model, both for principal and agent preferences. Beta, on the other hand, submits an
application that meets high technical standards, but is disliked by donors. In other
words, Beta wishes to fund prevention and treatment programs, names a governmen-
tal actor and an international organization as the principal recipients, has a history of
successful applications, provides a maximum of written detail, and requests only a low
amount of spending per infection. What Beta lacks are any features that could make
it attractive to donors, so it receives low level of development aid, its political system
is autocratic, it lacks effective corruption controls, trades little with the G6, was not
formerly a colony, and regularly votes against the G6 in the UN General Assembly. Cal-
culating the predicted probabilities, we find that despite being thoroughly unattractive
to the G6 donors, Beta’s application still has a 48% higher chance of recommendation

than average applicant Alpha.

4.6.2 Grant Amount

Table 4.3 shows the results of the multilevel linear regressions which model the total
approved grant amounts, given that a grant was recommended for funding. As before,
agent and principal preferences are first analyzed individually in models 4 and 5, and
then combined in model 6.

Looking at agent preferences first, there are changes compared to recommendation.

Most notably, both program areas preferred by experts now exert a positive, significant
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Figure 4.2: Likelihood of grant application being recommended for funding by applica-
tion length, and disease prevalence.
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Table 4.3: Modeling Grant Amounts

Model 1 Model 2 Model 3

Agent (expert) preferences

PA: Prevention 0.26 0.20
(0.08) (0.08)
PA: Treatment 0.10 0.14
(0.07) (0.07)
Previous recommendations 0.79 0.80
(0.11) (0.14)
Grants currently running -0.31 -0.36
(0.11) (0.14)
Application length 0.04 0.06
(0.04) (0.04)
PR includes governmental -0.03 -0.05
(0.19) (0.20)
PR includes NGO 0.14 0.01
(0.19) (0.21)
PR includes 10 -0.05 -0.24
(0.20) (0.22)
Number of PRs 0.12 0.19
(0.08) (0.08)
Proposed amount/infection  -0.08 -0.01
(0.04) (0.05)
Principal (donor) preferences
Bilateral aid per capita -0.01 -0.09
(0.06)  (0.05)
Freedom House score -0.01 0.10
(0.08) (0.08)
Control of corruption -0.11 -0.12
(0.08) (0.08)
Bilateral trade 0.07 -0.12
(0.08) (0.08)
Former G6 colony 0.24 -0.03
(0.16) (0.17)
UN voting affinity -0.05 0.01

(0.06) (0.06)
Control variables

CoV, bilateral aid -0.003 -0.03
(0.04) (0.04)
CoV, bilateral trade -0.10 -0.08
(0.07) (0.07)
GDP/capita at PPP 0.02
(0.08)
Disease prevalence 0.13
(0.05)
Grant running time 0.45 0.34 0.48
(0.04)  (0.04)  (0.04)
Constant 16.14 16.14 16.28
(0.33) (0.26) (0.35)

N 605 534 496

Bold coefficients significant at p < .05. Standard errors in parentheses.
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influence. In fact, including a ‘prevention’ component increases the awarded amount by
more than 23%. Experience at acquiring and managing Fund grants is also rewarded: the
strongly significant positive effect of the number of previous recommendations means that
an experienced state that already has between two and three grants more in its portfolio
can also expect to receive around 60% more money, compared to the average applicant.
Application length is no longer a reliable predictor of grant amounts. In contrast to
recommendation, involving public actors as principal recipients is not beneficial here,
but a larger number of PRs does have such an effect. Lastly, proposing to spend more
per infection leads to a grant having its overall budget adjusted downwards (which
ironically results in lower approved spending per infection). This is to be expected, since
there are incentives for applicants to at least modestly overstate their financial needs,
which the Fund then attempts to correct for.

Moving on to the principals’™ preferences, the pattern of non-significance seen in pre-
vious models continues. Among all variables, only bilateral trade exhibits a significant
relationship with grant amounts. However. this effect is opposite to expectations, since
states that are more important trading partners for donors actually receive smaller grants
from the Global Fund. In concrete terms, moving from one standard deviation below
the mean of bilateral trade to one above results in 18% smaller grants; since the average
approved grant amount is around $28 million, this translates into a non-trivial $5 mil-
lion difference. Neither an applicant’s quality of democracy, nor its grasp on corruption,
economic importance, colonial status, or geopolitical alignment result in any meaning-
ful change in outcomes. The same is true for measures of donor preference, including
heterogeneity regarding trade which had shown statistical significance earlier. Lastly,
higher disease prevalence and longer running time both predictably lead to larger grant
amounts. Figures 4.3 and 4.4 show the effect of a number of statistically significant
independent variables on the size of approved grants (Kastellec and Leoni 2007).

The results—and the substantial influence exerted by expert preferences—can again
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Figure 4.3: Grant amounts by number of principal recipients, and number of previously
funded grants.
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be summarized with the previously used states Alpha and Beta. For Alpha, all variables
are held at their means, making it an entirely average applicant. Beta, however, is
disliked as a recipient by donors, but meets the technical agents™ highest standards in the
same way as in the previous section. Does Beta lose funding due to its unattractiveness
to donors? Calculating the predicted probabilities, the average application Alpha will
receive $12 million, yet the expert’s preferred applicant Beta is expected to receive $32

million, despite the fact that this is not in the donors’ direct interest.

4.6.3 Grant Discrepancy

Table 4.4 provides the results of the multilevel linear regressions which model the
discrepancy between proposed and approved grant amounts. Discrepancy is expressed as
a percentage with a possible range of plus/minus 100, and the coefficients can be directly
interpreted as such.® As outlined above, this part of the analysis is especially important
because normally the direction and strength of the influence of institutional decision-
making cannot be directly observed. This is because there is no ‘baseline’ unaltered by
institutional processes to which the eventual outcomes could be compared. In the Fund’s
case, information about deviations from such a baseline is available and can be precisely
expressed as grant discrepancy. The previous section is based only on approved grant
amounts, but this does not tell us by how much the original budget was cut to arrive at
those grant amounts.

Some agent preferences still affect grant discrepancy, such as applying with a more
detailed proposal, which brings approved budgets 3% closer to what was proposed. A
bigger portfolio of past grant approvals has the opposite effect—the more success a state
has already had, the less likely it is to get what it requested.

Crucially however, it is evident that donor preferences do play a role in the Fund’s

3 Positive numbers do not necessarily mean a recipient gets more than what they asked for. The
intercept in all models is strongly negative, so almost all budgets go through some cuts. In most cases,
positive variables thus help prevent underfunding, rather than contribute to overfunding.
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Table 4.4: Modeling Grant Discrepancy

Model 1 Model 2 Model 3

Agent (expert) preferences

PA: Prevention 8.70 4.22
(2.40) (2.59)
PA: Treatment 2.86 0.72
(2.18) (2.30)
Previous recommendations  -10.70 -9.30
(3.37) (3.81)
Grants currently running 2.58 3.66
(3:27) (3.62)
Application length 2.27 3.08
(1.11) (1.17)
PR includes governmental -6.01 -3.82
(5.31) (5.01)
PR includes NGO -10.62 -5.30
(5.60) (5.29)
PR includes 10 -3.58 1.01
(5.47) (5.21)
Number of PRs -0.23 -0.57
(2.27) (2.11)
Proposed amount /infection -2.44 -2.41
(1.07) (1.34)

Principal (donor) preferences
Bilateral aid per capita 1.91 2.65
(1.40). (131
Freedom House score 6.81 5.95
(1.55) (1.52)
Control of corruption 4.57 3.77
(1.58) (1.68)
Bilateral trade -4.20 -2.97
(1.28) (1.24)
Former G6 colony -1.72 0.56
(2.59) (2.68)
UN voting affinity 2.50 2.72

(126)  (1.22)
Control variables

CoV, bilateral aid -1.61 -0.82
(1.12) (1.01)
CoV, bilateral trade 1.83 -0.58
(1.37) (1.38)
GDP/capita at PPP 0.55
(1.45)
Disecase prevalence -1.45
(1.26)
Grant running time 7.83
(1.31)
Constant -28.19 -25.52 -28.31
(6.52) (1.98) (6.70)

N 605 529 496

Bold coefficients significant at p < .05. Standard errors in parentheses.
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decision-making after all. Not only are four out of six preference measures statistically
significant, but their effects also point in the hypothesized direction. The exception to
this is bilateral trade between the G6 and the recipient. Trade’s negative effect goes
against the finding in much of the development aid literature that more important trad-
ing partners also receive more aid (Alesina and Dollar 2000; Lundsgaarde, Breunig and
Prakash 2010); but it is in line with a logic of ‘trade, not aid’, which is used to justify
reduced aid flows to countries that scem able to better themselves through increased
trade. Three other measures of donor preferences have a positive influence on discrep-
ancy: quality of democracy, control of corruption, and voting affinity. For example,
scoring 1.6 points above the mean on Freedom House’s 7-point scale positively affects
discrepancy by roughly 6%. This may seem modest, but the average grant proposes a
$50 million budget, so getting 6% closer to this value translates into a substantial sum of
money. Overall, states that are more democratic, less corrupt, and more geopolitically
aligned with donors, will also be able to more effectively make use of the Fund.

Lastly, the only significant control variable is a grant’s running time, which also has
the largest substantial effect among all variables. Irrespective of their total budgets,
programs designed to run longer get approval for budgets that are much closer to what
was originally proposed, meaning that the Fund is more interested in long-term solutions
rather than short-term fixes. Figures 4.5 and 4.6 summarize the effect of some significant

independent variables on grant discrepancy in graphical form.

4.6.4 Summary

The main finding from the statistical analysis is that the Global Fund has been suc-
cessful in keeping some key aspects of grant decision-making free of political influences.
The preferences of the Fund’s expert agents do indeed determine whether or not a grant
is recommended for funding, and what is more, their influence is carried over to grant

amounts, where applications attractive to experts receive significantly more money in
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Figure 4.5: Grant discrepancy by length of application and Freedom House score.
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absolute terms. During these two phases of the decision-making process, the principals
play next to no role. This changes, however, when grant discrepancy is concerned: to-
tal grant amounts indicate who gets how much from the Fund, but grant discrepancies
show who is especially effective at this. Here, the preferences of political stakeholders
re-enter the equation. Recipient states with certain macro-level characteristics attractive
to donors are clearly more likely to get approval for what they asked for. Taken together,
the results find mixed support for the notion that the evaluation and approval of grants
by the Global Fund is an ‘apolitical’ process (Barnes and Brown 2009). While large parts
of grant decision-making seem to be insulated from donor preferences, political variables

still explain the varving effectiveness of recipient states at getting what they want.

4.7 Conclusion

The chapter has addressed the questions of variation in grant decision-making by
the Global Fund to Fight AIDS, Tuberculosis and Malaria, and who really controls the
institution. The theoretical framework is a principal-agent approach, in which decisions
about grants can be influenced by the strategic and political preferences of the six most
powerful donor states, and by the technocratic preferences of the independent health
experts. The statistical analysis of the distribution of grants shows that technocratic
variables explain whether grants are recommended for funding, and their approved grant
amounts. But when it comes to discrepancies between proposed and approved amounts,
political variables influence whether or not an applicant will receive what they asked for.
In other words, which states get how much funding is mainly dependent on the experts;
yet donors still seem to be able to influence decision-making so that attractive recipients
are also more effective with their funding requests, and get more of what they asked
for. Nevertheless, the degree to which the Fund has managed to keep politics out of

the process of aid allocation can only be seen as a success of its particular institutional
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design.

Common views of the Global Fund must therefore be considered simplistic: the Fund
is neither a technocratic, expert-led, decision-making machine, nor is it mainly subject
to donor state control. Instead, both actors play a role in the decision-making, although
their influence varies at different stages of the process. These results tie into newer
research efforts on other international organizations (Carter and Stone 2010; Copelovitch
2010; Winters 2010) that aim to replace black-and-white characterizations of institutions
with a more detailed empirical analysis, and which allow for a more careful assessment

of the marginal impacts of particular actors and interests.
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Conclusion

International institutions play an increasingly important role in providing goods with
strong cross-border externalities such as global health. This has been recognized both
by developed nations that use institutions as a channel for their resources, and by devel-
oping states that aim to acquire multilateral aid. Yet how countries engage with these
international institutions varies greatly across states, across time, and across contexts.
While there is a substantial literature on development aid in general that includes empir-
ical studies (Alesina and Dollar 2000; Carbone 2007; Bueno de Mesquita and Smith 2009;
Milner and Tingley 2010; Esser and Keating Bench 2011; Vreeland 2011; McLean 2012),
political science has rarely investigated the dimensions of variation in the interactions of
states and institutions for global health. Data-driven empirical analyses are even rarer.
This project has sought to advance the literature by adapting well-established theoretical
frameworks to this new issue area, and by testing the theories on a number of original
datasets of state-institution interactions.

Each chapter answers its own distinct question, but the central theme is that how
states engage with multilateral institutions is determined by the same preferences and
strategies as in unilateral or bilateral contexts (Frieden 1999), with some notable ex-

ceptions. In other words, state behavior towards and within institutions is a strategic,
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mostly self-interested choice that is heavily influenced by domestic-level variables, and
few special rules apply (see Milner 1997; Moravesik 1997). While the fact that prefer-
ences matter is in itself not a surprise, the analyses shown here explain when and how
they matter, and allow us to discern the marginal effects of certain actors and interests.
Accordingly, the statistical analyses conducted throughout the project demonstrate that
even relatively parsimonious models based on specific constraints and motivations serve
to explain variation convincingly.

The core findings from each chapter support this overarching theme in different ways.
Chapter 2 investigates how donor states decide through which institutions they channel
their multilateral health aid. I find that donors’ alignment with other member states of
an institution is an important predictor of how much of their budget they entrust to the
organization. Note that this fact cannot really be influenced by the institution, while
a variable over which it does have some control on which types of programs it spends
its budget seems to be almost entirely unimportant to donors. Similarly, the results
from Chapter 3 show that much of a developing state’s decision to apply to the Global
Fund can be explained by variables related to an executive’s domestic political situation,
while economic factors and past relationships with the institution play a secondary role
at best. Chapter 4 introduces the only note of caution into the account of the continued
importance of state preferences: an analysis of Global Fund grants reveals that the
organization’s structure minimizes the influence of state principals at certain stages of
the decision-making process, as it was indeed designed to do. But even here I find that a
core dimension of institutional output — which countries actually receive the amount of
resources that they requested, rather than seeing their budgets cut is still dependent
on donor state preferences.

The project does not contend that its findings can be generalized to every other issue
area. The primary purpose of the study was an empirical exploration of a previously

neglected field of research, rather than the creation of broader theoretical or conceptual
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frameworks. In addition, generalizing from the results presented here must mean recog-
nizing that a number of institutions for global health are unusual in their structure and
processes. This is especially true in the case of the Global Fund, with its strict division of
labor between principals and agents, and its design as a funding agency, rather than an
implementer. Nonetheless, the findings about the influence—and, at times, primacy—of
state preferences tie in well with research on other institutions (Carter and Stone 2010;
Copelovitch 2010; McLean 2012), and its measurements of the marginal impacts of spe-
cific variables on the demand and supply of aid can inform the literature on bilateral

and multilateral development assistance.

A number of policy recommendations may be drawn from these three studies. First,
for donor state contributions to multilateral institutions, the selection of participants is
vastly more important than actual policies. To ensure substantial resources are dele-
gated to a particular institution, membership must be confined to well-aligned donors
and recipients. This does not mean that aid cannot ultimately be channeled to non-
aligned states, but that these should remain outside the institution in order to maximize
contributions. Including a broader range of countries in the decision-making may be a
legitimate goal, but will inevitably lead to hesitation on the part of donors regarding
delegation (cf. Koremenos, Lipson and Snidal 2001).

Second, whether or not developing states decide to avail of the resources provided by
the Global Fund depends on an executive’s domestic political constraints. If states are to
be encouraged to apply, easing the weight of these constraints must be a priority this
might include technical assistance to increase government effectiveness, or systematically
supporting those political actors that are dedicated to openness and inclusiveness, rather
than nationalism or xenophobia.

Third, a number of recommendations may be made to states applying for Global Fund
grants. To increase the chance that an application gets the green light from experts, and

receives the desired amounts of funding, it needs to satisfy technocratic preferences: for
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example, this means that an application should be both long and detailed, and that it
should name a governmental or intergovernmental actor as its principal recipient. In-
cluding certain program components such as prevention that are supposedly popular
with experts does not increase the likelihood of funding. Ensuring that the Fund ap-
proves as much of the originally proposed amount as possible is harder for an applying
state, because it partly involves changing broad systemic variables. Increasing the qual-
ity of democracy, controlling corruption, and higher geopolitical alignment with donors
all positively influence whether a state gets what it applied for. Developing countries
can control two variables to reduce grant discrepancy, namely the depth and detail of

an application, and proposing long-term programs.

This study has investigated the interactions between states and institutions for global
public health in order to provide a more comprehensive and empirical account not only
of a specific issue, but of state behavior in general. The project hopes to encourage
more theoretically informed, data-driven work on the nexus between stakeholders and
institutions in areas beyond health. Multilateral cooperation is considered one of the
cornerstones of how the world will tackle the problems of the 21st century, and under-
standing when and how this cooperation works is a central task for international relations

as a discipline.
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Technical Notes

The data used throughout this thesis was collected from a variety of well-established
sources as shown in the tables below. Where variables were not directly available, but had
to be calculated or entered manually, this is indicated by the phrases “own calculation”
or “own research”.

Building the datasets themselves was done in the LibreOffice Calc and LibreOffice
Base version 3.5.3.2 spreadsheet and database managing programs. All analyses were
conducted with the R version 2.15.0 statistical language and environment (R Foundation
2012). The multilevel models are based on the framework and code developed by Gelman
and Hill (2007), mainly using the Imer package. Graphs were in part constructed with
the ggplot2 package for R (Wickham 2012). All datasets and the R code necessary to
reproduce the results are available from the author on request at theinerp@tcd.ie.

This document was typeset in ETEX 2¢.
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Table A.1: Multilateral Health Aid: Variable Sources

Variable Source

Share of multilateral health aid (%) OECD (2012) / own calculation
Alignment with member states Voeten (2000); Gartzke (2006)
Alignment of spending patterns OECD (2012) / own calculation
Number of institution’s members own research

United States dummy

Population size (log) World Bank (2012)

GDP per capita (log) World Bank (2012)
Government spending (%) World Bank (2012)

ik own calculation
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Table A.2: Global Fund Applications: Variable Sources

Variable name

Source

Application decision
Application ratio
Control of corruption

Government cffectiveness
Executive election year

Executive with nationalist base
Executive’s parliamentary majority

GDP per capita at PPP

Ratio of foreign aid to GDP
Population size

Disease prevalence

Health as % of government spending
External resources for health
Successes in last round

Funding round

Disease applied for

Global Fund (2012) / own research

own calculation

World Bank

(Kaufmann, Kraay and Mastruzzi 2010)
World Bank

(Kaufmann, Kraay and Mastruzzi 2010)
Database of Political Institutions

(Beck et al. 2001; Keefer 2010)
Database of Political Institutions

(Beck et al. 2001; Keefer 2010)
Database of Political Institutions

(Beck et al. 2001; Keefer 2010)
International Monetary Fund (2012)
International Monetary Fund (2012)

United Nations Population Division (2012)

WHO / UNAIDS (WHO 2012)

WHO / World Bank (WHO 2012)
WHO / World Bank (WHO 2012)
Global Fund (2012) / own research
Global Fund (2012) / own research
Global Fund (2012) / own research
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Table A.3: Global Fund Grants: Variable Sources

Variable

Source

Grant recommendation
Grant amount

Grant discrepancy
Program areas covered
Previous recommendations
Principal grant recipients
Length of application
Proposed amount/infection
Bilateral aid

Freedom House score
Control of corruption

Trade G6 recipient
Former G6 colony

UN voting affinity

CoV., bilateral aid

CoV, bilateral trade
CoV, UN voting affinity
G6 TRP experts
Population size

Global Fund (2012) / own research
Global Fund (2012) / own research
Global Fund (2012) / own research
Global Fund (2012) / own research
Global Fund (2012) / own research
Global Fund (2012) / own research

Global Fund (2012) / own research

Global Fund (2012) / own research

OECD (2012)

Freedom House (2011)

World Bank

(Kaufmann, Kraay and Mastruzzi 2010)
International Monetary Fund (2012)
Central Intelligence Agency (2012)

Voeten (2000); Gartzke (2006)

own calculation

own calculation

own calculation

own research

United Nations Population Division (2012)
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