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Key points 
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 Majority (all) priority setting models designed for a single budget-holder maximising a 

well-defined objective function.   

 Global health characterised by multiplicity of donors, recipients and funding streams; 

each with their own objectives.  

 Attempts to move towards the health maximising allocation by one party (eg. donors) 

may be countered by behavioural responses from others (eg. govts).   

 Standard models of priority setting for global health can be redesigned to take account 

of the behavioural responses of others.  
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1. Why set priorities?  

2. Impact of behavioural responses on priority setting 

3. Priority setting models in global health  

4. What’s wrong with existing models?  

5. How can we improve existing models?  
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1. Why set priorities?  
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Insufficient resources to fund all effective interventions:  

 “At current per capita expenditure on health… the (Ugandan) government cannot 

afford to finance the (essential) package” (Kapiriri et al, 2009 p86).  

Wide variation in cost per QALY gained / DALY averted (so our choices matter!).  

 

 

 

 

 

 

Region Intervention (coverage) $Int / DALY averted 

AFR-E Community-based support for low birth 

weight babies (95%) 

20 

SEAR-D Measles vaccination (95%) 102 

AFR-E Improved complementary feeding, growth 

monitoring and promotion (95%).  

12,791 

SEAR-D Improved complementary feeding, growth 

monitoring and promotion (95%).  

44,384 

Source: Evans et al (2005).  



2. Impact of behavioural responses on priority setting  
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 Attempts to move towards the preferred allocation by one party may be countered by 

the behavioural responses of others.  

 Donors may vary their contributions in response to priorities or priority setting processes 

adopted by governments (donor-flight): 

“…if a donor disagrees that a country’s priorities are indeed the right ones, what 

obligates or motivates that donor to continue to provide resources? Second, if the 

government’s priorities are not set in a credible or legitimate way – for example, if 

domestic political processes are not democratic, are inequitable and/or not evidence-

based – should the donor support them? Third, what happens if, despite the rhetoric, 

donors in fact continue to set priorities?” (Moon & Omole, 2013 p20).  

 Governments may re-allocate domestic funds in response to the allocation decisions of 

donors (crowding out, displacement, aid fungibility).   



2. Impact of behavioural responses on priority setting  
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2. Impact of behavioural responses on priority setting  
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Evidence for crowding-out 

10 

Lu et al (2010) 

 Crowding out (of less than 100%) for DAH directed to government but a ‘flypaper 

effect’ for DAH that bypasses government.  

Van de Sijpe (2013a) 

 Crowding out (of less than 100%) for DAH tagged as technical cooperation but 

crowding effect smaller in magnitude than other studies.  

Dieleman et al (2013) 

 Crowding out (of less than 100%) for DAH directed to government.  

Dieleman & Hanlon (2014) 

 Crowding out (of less than 100%) when DAH directed to government increases.  

 No significant impact on government health expenditure out of domestic revenue when 

DAH directed to government decreases.  
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Controversies (Part 1): Crowding out is good policy – a 

(Stuckler et al, 2012; Ooms et al, 2012) 
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Stuckler et al (2012):  

 For each $1 of DAH, just $0.01 (ns) was added to the health system in IMF-borrowing 

countries versus $0.45 (p<0.001) in non-IMF-borrowing countries.  

 Stuckler et al (2012) conclude that some of the measured displacement effect may be 

dictated by external constraints:  

“World Bank and IMF macroeconomic policies, which specifically advise 

governments to divert aid to reserves to cope with aid volatility and keep 

government spending low, could be causing the displacement of health aid” (p67).  

Ooms et al (2012) 

 Countries facing volatile aid flows may “…restrict government health funding, with the 

intention to reallocate government funding to the health sector when provision of health 

aid slows or ceases” (p1403).  

 



Controversies (Part 2a): Crowding out doesn’t matter –

(Pettersson, 2007; Batiniji & Bendavid, 2012)  
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Pettersson (2007):  

 No difference in the impact of fungible and non-fungible aid on per capita GDP growth.  

 Non-fungible (but not fungible) pro-poor aid decreased child mortality in the main spec 

but this finding was not robust.  

 Absence of a robust fungible/non-fungible diff may be due to failure to control for diffs 

in efficiency of government spending:  

“…think of two countries that receive the same amount of aid to pro-poor  

expenditures (PPE). One of them may treat this aid as fungible, but due to an 

efficient public provision of health services has a larger effect on for example, 

infant mortality than the other country channelling every penny to the targeted 

sector with a less efficient provision” (Pettersson, 2007 p1091).  

 Also, Pettersson (2007) tested for impact of fungibility between pro-poor and other 

sectors (rather than between health and non-health sectors) on child mortality.  

 



Controversies (Part 2b): Crowding out doesn’t matter –

(Pettersson, 2007; Batiniji & Bendavid, 2012)  
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Batiniji & Bendavid (2012a & b):  

 Reiterated argument that crowding out doesn’t always matter:  

“Even if displacement does exist, there is no evidence that it is a bad thing. …aid 

displacement may be a reasonable approach for governments to improve the 

societal benefits of resource allocation decisions when development assistance is 

volatile or threatened”  (Batiniji & Bendavid, 2012a p5).  

“The critical issue …is not the extent of aid displacement, but where the displaced 

resources end up” (Batiniji & Bendavid, 2012b p1).  

 



Controversies (Part 3): Heterogeneity & uncertainty (Ooms et 

al, 2012; Batiniji & Bendavid, 2012b; Roodman, 2012; Van 

de Sijpe, 2013b; Dieleman & Hanlon, 2014) 
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Ooms et al (2012) 

 “…crowding out does not happen in all countries for which international aid for health 

increases. In countries in which it does take place, it seems to be the result of 

deliberate policy choices, which have to be reviewed on a case-by-case basis” 

(p1404).  

Batiniji & Bendavid, 2012b 

 “…some countries show evidence of displacement, while others show no change or 

even a rise in domestic health spending with rising health aid. …donors may be 

justified in avoiding governments that are perceived to misuse health aid. However, 

prioritising health aid based on this information  would not be warranted if the 

underlying uncertainty in the data is responsible for the observed trends” (p2). 



3. Priority setting for global health 
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 “MCDA provides a replicable, transparent process that could work well in LMICs” 

(Hipgrave et al, 2014 p194). 

 “PBMA …assesses costs and benefits of proposed budget changes, using a clear & 

replicable method and structured involvement of stakeholders” (Hipgrave et al, 2014 

p194). 

 “…it is in fact donors that largely set priorities at both global and national level” 

(Moon & Omole, 2013 p20 citing Kapiriri, 2012).  

 “Beware of the assumption that the international community does this well: donors 

neither set nor fund priorities in a rational way. Messing up good intentions are 

vested interests, pressures to disburse funds, a prioritising of effects most likely to show 

measurable results in a short time scale, and political incentives to announce new 

initiatives even if that means abandoning successful policies” (Sridhar & Woods, 2012 

p1327).  

 



4. What’s wrong with existing models?  
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“The fact that aid appears to be fungible (albeit not fully fungible) creates problems for the 

evaluation of donor-funded projects. …only in the case where the donor finances a 

project that would not have been implemented in the absence of aid does the return to 

the aid equal the return to the donor-financed project” (Wagstaff, 2010 p72).  

 Crowding out may alter the net benefits derived from a project, with potentially 

significant impact on the cost-effectiveness of that project.  

 Heterogeneity in (i) magnitude of crowding effects, (ii) health benefits from displaced 

projects, (iii) sector / disease-areas into which domestic funds are displaced, and (iv) 

productivity of domestic funds after redeployment.  

→ Rank order of projects / allocations may be significantly altered by failure to adjust for 

heterogeneous behavioural responses to allocation decisions such as crowding and 

donor-flight.   

 

 

 

 



5. How can we improve existing models?  
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Several studies have suggested solutions to problems arising from behavioural responses 

such as crowding out and donor-flight:  

 Align donor preferences with recipient preferences:  

“…donors have agreed that national governments offer the closest approximation we 

have to an acceptable process for setting a country’s priorities… the problem now 

lies in getting donors to practise what they preach” (Sridar & Woods, 2010 p1328). 

 “…ask donors to support all sectors equally, respecting national priorities” (Ooms et 

al, 2012 p1404).  

 Wagstaff (2011): Analytical approach that estimates and corrects for behavioural 

response when estimating costs and benefits of an allocation. 

 ‘Rules of thumb’ for selection of projects, choice of aid delivery mechanism(s) and/or 

selection of recipients to minimise crowding effects. 

 



5. Rule of thumb #1.   
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 “…some countries show evidence of displacement, while others show no change or 

even a rise in domestic health spending with rising health aid. …donors may be 

justified in avoiding governments that are perceived to misuse health aid” (Batiniji & 

Bendavid, 2012b p2).  

 “…donors would only sustain and increase international health aid to countries that 

keep government health funding at least stable” (Ooms et al, p1404).  

 

 



5. Rule of thumb #2 
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 “One possibility is that health aid may be more likely to be displaced if it is untargeted or 

earmarked for activities that were previously supported by domestic health spending” 

(Batiniji & Bendavid, 2012b p2).  

 “…only in the case where the donor finances a project that would not have been 

implemented in the absence of aid does the return to the aid equal the return to the 

donor-financed project” (Wagstaff, 2010 p72).  

 “There is a final reason to expect less than full fungibility for off-budget aid. The 

presence of off-budget health aid that cannot directly be diverted to other sectors 

determines a lower bound for the total amount of resources spent in the health sector. 

…this reason becomes more relevant if we think of the government as separately 

targeting optimal amounts of various types of health goods that cannot easily substitute 

for one another rather than one aggregate good” (Van de Sijpe, 2013a).   

 

 



5. Rules of thumb #3 & 4 
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Sridar & Woods (2012) caution against application of two crude rules of thumb based on 

results reported by Lu et al (2010):  

 “…that development assistance given directly to governments has a negative effect 

on government spending on health, and therefore funding for health should not be 

routed through governments. …that assistance given to NGOs has a positive effect 

on government spending, and therefore funding should be routed through NGOs” 

(Sridar & Woods, 2012 p1326).  

 



5. How can we improve existing models?  
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Key points 
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 Majority (all) priority setting models designed for a single budget-holder maximising a 

well-defined objective function.   

 Global health characterised by multiplicity of donors, recipients and funding streams; 

each with their own objectives.  

 Attempts to move towards the health maximising allocation by one party (eg. donors) 

may be countered by behavioural responses from others (eg. recipient govts).   

 Standard models of priority setting for global health can be redesigned to take account 

of the behavioural responses of others.  
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