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Another new revenue-raising mechanism is emerging with the auctioning of permits to emit greenhouse gases. Germany 
announced that it would allocate EUR 225 million from the 2009 proceeds of these auctions to fund development activities.  

The use of guarantees and insurance to stimulate financing for development is also expanding.  In June 2009, the first Advance 
Market Commitment (AMC) was launched for the development of a vaccine against pneumococcal disease.  Under this scheme, 
private and public donors commit to subsidise a vaccine which passes agreed tests.  This provides a new incentive to pharmaceutical 
companies to develop a product that might otherwise not be commercially viable.  Another type of financial promise that has 
recently been trialled is weather insurance.  Here donors must put up the funds to buy an insurance policy.  If stipulated rainfall or 
other thresholds are later met, the policy is triggered and farmers receive the indemnity specified in the policy.

Box 1. Recent history of innovative financing for development

Strong and increasing political support at the global level…

International Conference on Financing for Development, Monterrey, March 2002: The international community 
recognised “…the value of exploring innovative sources of finance provided that those sources do not unduly 
burden developing countries”.  Countries agreed “…to study, in the appropriate forums, the results of the analysis 
requested from the Secretary-General on possible innovative sources of finance”.

Geneva, January 2004: The Presidents of Brazil, Chile and France, with the support of the United Nations Secretary-
General, launched an initiative to fight hunger and poverty and called on the international community to create 
new sources of financing for development. 

Meeting of heads of state and government at the United Nations, September 2004:  A technical report on “Solidarity 
levies to fund development”1  presented options for innovative financing mechanisms, with immediate possibilities 
for piloting in the area of health and AIDS.

World Summit, 2005:  Heads of state and government welcomed the international efforts to identify “innovative 
and additional sources of financing for development on a public, private, domestic or external basis to increase 
and supplement traditional sources of financing”.2

New York, September 2005:  79 countries endorsed the Declaration on Innovative Sources of Financing for 
Development, co-sponsored by Algeria, Brazil, Chile, France, Germany and Spain.  A Leading Group on Solidarity 
Levies (later renamed the Pilot Group on Innovative Financing for Development) was created to develop advocacy 
and technical work. 

International Conference on Financing for Development, 2008:  The Doha Declaration called for scaling up the use 
of innovative financing for development.

… led to concrete recommendations to implement innovative financing mechanisms

The High Level Taskforce on Innovative International Financing for Health Systems (co-chaired by the President of 
the World Bank and the Prime Minister of the United Kingdom) was launched in September 2008.  It was tasked 
to come up with practical proposals for new and innovative sources of finance in order to fill the financing gaps 
threatening the health MDGs.  By spring 2009, this taskforce had formulated recommendations which include 
expanding existing mechanisms and exploring new forms of financing such as solidarity levies on tobacco or 
currency transactions.

At the Sixth Plenary meeting of the Pilot Group, held at the OECD on 28-29 May 2009, each member country was 
encouraged “…to adopt an innovative financing mechanism within a year’s time and report to the Group’s next 
plenary session on progress made”.  Furthermore, countries committed to implementing the air ticket solidarity 
levy were invited “…to undertake legislative and regulatory proceedings to do so, if possible, within a year”.   

The Leaders’ Declaration at the June 2009 G8 meeting at l’Aquila called on the international community “…to 
consider, where appropriate, broadening innovative financing initiatives on a voluntary basis” and committed to 
“…explore the potential of new innovative financing mechanisms, including new forms of voluntary contributions 
by citizens and corporations”.

1. http://www.diplomatie.gouv.fr/en/IMG/pdf/LandauENG1.pdf
2. Paragraph 23 (d) of UN General Assembly Resolution A/60/L.1.
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DAC statistics on outflows of resources from 
donor countries

DAC statistics on developing countries’ resource receipts

OFFICIAL FLOWS

Bilateral ODA

Includes contributions to:
       UNITAID
       Debt2Health

Not covered to avoid double-counting.
Will be separately identifiable as from 2010.

Multilateral ODA

Includes contributions to:        
       Global Fund
       GAVI
       IFFIm
       AMC
       

Separately identifiable but current statistics relate to official funding 
only.  
Objective: expand data collection to cover expenditures of funds 
received from the private sector, to provide data series on financing 
for development (official and private).

Bilateral and multilateral other official flows

PRIVATE FLOWS

Private flows at market terms No sectoral data are available at present, and are unlikely to be 
collected at national level.

Private grants

Includes grants by national NGOs, foundations 
and other private bodies (e.g. Gates,  (PRODUCT) 
RED, Airline ticket voluntary solidarity 
contribution) for development assistance and 
relief, extended directly to recipients or in 
the form of core contributions to multilateral 
agencies. 

No sectoral data are available at present.  
Objective:  Collect data on expenditures disaggregated by sector and 
by recipient from major NGOs and foundations.

Table 2:  Coverage of innovative financing to health in DAC statistics

Accurate tracking of innovative financing will require additional efforts, in particular by those responsible for monitoring ODA and 
other official flows in donor agencies.  The DAC can provide data on innovative financing only if donors classify their contributions 
in a sufficiently detailed manner in their reporting to the DAC.  (In practice, this means completing implementation of the DAC’s 
channel of delivery classification in donors’ systems and reporting both bilateral and multilateral aid at activity level.) This is 
important, in particular, if analyses are to be carried out on the extent to which innovative financing adds to current donor ODA 
efforts or merely substitutes for them.   

As explained above, some innovative financing mechanisms involve disbursing ODA funds several years from now.  This could help 
some donors to fulfil their ODA pledges, especially for 2015.  But there is also a risk that, as these public finance liabilities fall due, 
donors may have to reduce their traditional funding approaches (i.e. bilateral country programmable aid) e.g. to release the funds 
necessary for paying the IFFIm bondholders or redeeming AMCs.  The DAC will closely monitor these operations to help donors 
ensure that front-loading will not endanger their future ODA budgets.  

In addition to monitoring innovative financing within the current DAC statistical system, it may be necessary to rethink the DAC 
classification of other (non-ODA) development finance so as to increase the policy relevance of the data, and possibly their 
coverage. For example, DAC statistics do not currently capture financial guarantees for private sector investment in development.  
This is because a guarantee scheme involves no cross-border flows (except when the investment fails and the guarantee is called 
upon). Yet donors’ support for such schemes provides additional incentives for development activities.
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Innovative financing to fund development: progress and prospects

Is innovative financing contributing to more effective aid? 
DAC work on aid effectiveness suggests that innovative financing will secure maximum development impact, promote progress 
towards the MDGs and improve the global governance framework if it:

Avoids discouraging countries from raising domestic revenues and developing equitable and fairly administered fiscal 
policies as a fundamental pillar of development. 

Complies with the Paris Declaration and the Accra Agenda for Action on aid effectiveness, as stated in the Conakry 
Declaration issued by the Pilot Group. These agreements call for strengthened country ownership, alignment within 
countries’ priorities, budgets and institutions. Donors should avoid proliferation of delivery channels, institutions and 
reporting mechanisms.

Takes account of the advantages and disadvantages of specific financial instruments.  For example, while funds may be 
quickly raised on financial markets, front-loading ODA resources may reduce future ODA flows.  Hence the importance 
of carefully balancing the costs and benefits of front-loading.

Is simple and transparent, especially when calling on private solidarity participation. 

Follows good public financial management practice; in particular, that front-loading is not used or seen as a means of 
bypassing agreed government spending limits.

So what next?
As innovative financing continues to expand it will be useful, building on recent initiatives,7 to assess the added value of its 
various forms, to report on and regularly discuss its strengths and limitations in order to  help ensure quality and maintain public 
support.

Future DAC work on innovative financing will include continuous improvements to DAC statistical monitoring and further monitoring 
by the Working Party on Aid Effectiveness in the context of the implementation of the Paris Declaration and Accra Agenda for Action�.8 

The DAC and its members will also closely track progress on innovative financing to assess its impact on whole-of-government 
and policy coherence for development objectives.

•

•

•

•

•

7. Such as the 2008 OECD Global Forum for Development workshop on innovative financing and health. See: www.oecd.org/development/globalforum.

8. Including through a Task Team on Health as a Tracer sector  which reviews innovative financing mechanisms in the health sector from an aid effectiveness 
perspective.

DCD Issues Briefs are papers by staff of the OECD’s Development Co-operation Directorate.

They are intended as briefing documents, especially for staff in aid agencies.  They highlight DAC work on current issues, but do not 
represent policy positions of the OECD or the members of its Development Assistance Committee.  Comments or questions on this 
brief may be addressed to Elisabeth.Sandor@oecd.org.
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