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Achieving the Millennium Development Goals

More money or better policies (or both)?

The looming 2015 deadline to reach the Millennium Development Goals (MDGs)1 has brought back
the question of what it will cost and who will fund meeting the MDGs. Estimating the order of
magnitude of the funds needed to meet the MDGs and the scope of increased domestic resource
mobilisation, the Development Centre Study2 published by the OECD in April 2012 informs the
funding debate. Analysis reveals that achieving the MDGs is at least as much about policies as

about financing. This insight should also inform discussions on emerging initiatives for after 2015.

Policy implications
1. The financial cost of meeting the MDGs related to poverty, education and health is in
the order of USD 120 billion. This would imply a tripling of the current level of ―country
programmable aid‖, i.e. the portion of aid that actually goes from OECD countries to
partner countries.
2. Aid is unlikely to rise to meet this funding gap by 2015. Countries will need to find new
sources of funding and make better use of existing ones. Therefore, the quality of public
policies and institutions are important to meet the MDGs. Tax collection, public
expenditure and the investment climate must continue to improve in developing
countries.
3. One size does not fit all to fund the MDGs. The challenges countries face, and their
capacity to meet them, vary considerably. In upper middle-income countries with annual
income above USD 4 000 per person, tax potential estimates show that there is enough
room to stimulate tax collection to achieve the MDGs. This could be done using targeted
cash transfers and spending, provided there is political will to tackle social inequalities. In
this area, the international community has much to gain by enhancing policy dialogue
and technical co-operation in order to build capacity and share knowledge.
4. In other developing countries, as institutional reforms take years to bear fruit, tax
revenue mobilisation is not a short-term solution. While the momentum for tax and
expenditure reforms is sustained, donor countries should deliver on their commitments.
Enhancing the policy coherence of developed countries and aid effectiveness would
further contribute to these efforts.
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The bottom line

Fighting extreme poverty

1. USD 120 billion (Figure 1) is the estimated order of

3. Nearly USD 5 billion would be the cost of targeted

magnitude of additional resources needed to achieve
the Millennium Development Goals (MDGs). Current
flows of country-programmable aid from OECD
countries already stand roughly at half this figure. Yet
this funding challenge is not insurmountable if the whole
range of development resources is fully mobilised,
especially if policy reforms are pursued in developing
and in OECD countries.

welfare programmes to halve the number of people
living in absolute poverty (Figure 3). Much will be
concentrated in sub-Saharan Africa. MDG 1, fighting
extreme poverty and hunger, will be achieved globally
by 2015 as rapid poverty reduction in a few large
countries will have reduced global poverty to less than
half of its 1990 level. However, without action, about
35 countries will fall short of the goal of halving the
number of people living in absolute poverty.
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2. More than USD 60 billion would be needed in
20 low-income countries— where income per inhabitant
is lower than about USD 1 000 annually (Figure 2
illustrates income categories). A surge in development
financing — public or private — is needed to sustainably
lift these countries out of poverty. Slightly less than
USD 60 billion would be required in 79 other low- and
middle-income countries — where annual per capita
income is up to USD 12 000 annually. Targeted
transfers and expenditures to directly address inequality
have proven their effectiveness in countries at this
income level.
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*Note: Poverty transfer is calculated for the 35 countries that are not on
track to achieve MDG1 according to financing gap calculations (SouthEast Asia & Pacific excluded).





Upper-middle income: USD 3 976 – 12 275
Lower-middle income: USD 1 006 – 3 975
Low income:
USD 1 005 or less

Source: authors’ calculations based on World Bank data.
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Improving education

Improving health

4. Slightly under USD 9 billion would be needed to

5.

achieve universal primary education (UPE) by 2015,
MDG 2 (Figure 4). School attendance has increased
markedly over the past decade. But, to offer schooling
to all primary age children, overall education spending
should increase by more than 7% in developing
countries that still need to achieve UPE. In sub-Saharan
Africa, education spending needs to rise by more than
20%. Yet, USD 1.1 billion would suffice to offer primary
schooling to all children in countries where income per
capita is lower than about USD 1 000 per year (lowincome countries).

USD 60 billion would be needed to cut mortality
among children under five by two thirds, reduce the
maternal mortality ratio by three quarters and to combat
AIDS, malaria and other major diseases, MDGs 4-6
(Figure 5). About USD 35 billion will be needed for
health in South Asia and USD 20 billion in Sub-Saharan
Africa. Upper-middle income countries—where per
capita income is roughly between USD 4-12 000 per
year—already spend enough on average to meet the
MDGs but the distribution and quality of health
expenditure is a key issue.

Figure 4. Cost of universal
primary education (MDG 2)

Figure 5. Cost of equitable
access to health (MDGs 4-6)
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Who pays?
7. An estimated USD 60 billion could be mobilised by
upper middle-income countries through domestic
resources, a sum that surpasses the cost of the MDGs
for those countries. Indeed, in upper-middle income
countries, in Latin America for instance, deep inequality
is often the major cause of poverty. These countries
therefore need to design and implement policies to
make their growth more inclusive. In this area, the
international community has much to gain to enhance
policy dialogue and knowledge sharing on development
experience.

6. National context matters for funding the MDGs. The
balance of internal and external resources available to
countries varies considerably. USD 64 billion, half of the
sum needed to finance the MDGs, could come from
more effective taxation in developing countries
(Figure 6). However, there is a limit to how much can
reasonably be expected from domestic resource
mobilisation in the foreseeable future. Many countries
that can improve revenue collection are already well on
their way to achieving the MDGs. There is a stark
contrast between the relative ease with which uppermiddle income countries should be able to finance MDG
initiatives and the challenge that the goals still represent
for low- and lower-middle income countries.

8. For many low-income countries, more external help
is still needed while the momentum of fiscal reforms is
sustained. Therefore, aid commitments should be
respected. Key options for development partners
include focusing the corresponding increases in
development assistance on low-income countries and
enhancing support for domestic resource mobilisation
and for upgrading the quality of public expenditure.

Figure 6. Potential for enhanced tax
collection in developing countries
% of GDP

9. Private capital can help to fill the financing gap of
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low-income countries. More can be done to draw these
funds; and more should be done to manage their high
volatility and to ensure they are fully exploited to
promote MDG achievement, whether they originate
from advanced or from emerging countries.
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If the needs of poorest are to be met, all
development resources—domestic taxes, aid, private
donations, migrant remittances and private capital
flows, from traditional as well as emerging partners—
will have to rise. The main challenge is for policy
reforms to ensure that all development resources
contribute sustainably to social development.
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Talking points
So what’s next? Key questions for
future steps
1. Is development ―achieved‖ after overcoming
extreme poverty? Should relative poverty become the
new focus?

2. What is the suitable balance between countryrelevant objectives and internationally comparable
goals?

3. Should enabling a growth environment be
prioritised?

4. Should it be aid effectiveness and capacity building?
5. Should improving the quality and coherence of
public expenditure be the main focus of reform?
Join the discussion
3
on Christian Aid’s Poverty Matters blog
4
on ECDPM’s Talking Points blog and
on Twitter using hash tags #MDGs and #post2015.
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All United Nations members signed up to the
Millennium Declaration in 2000 which set a 15 year
objective to: eradicate extreme poverty and hunger,
achieve universal primary education, promote gender
equality and empower women, reduce child mortality,
improve maternal health, combat disease pandemics
such as AIDS, ensure environmental sustainability and
develop a global partnership for development. These
goals translate into concrete targets and measurable
indicators.
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