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The beginning of 2007 marked the halfway point to the 
2015 deadline set for the achievement of the Millennium 
Development Goals (MDGs). The MDGs aim to end 
extreme poverty and hunger, achieve universal primary 
education, promote gender equality, improve health and 
reduce disease burden, protect the environment, and 
strengthen global partnership. Recent reports suggest that, 
despite the progress that has been made, there is still a $50 
billion annual gap between current funding and the 
funding necessary to achieve the MDGs. This gap is in 
large part due to insufficient official development 
assistance (ODA). The total ODA of the combined Gross 
National Incomes of developed countries amounts to one 
third of the agreed target of 0.7 per cent, leaving a 
shortfall of $125 billion a year.  
 
This resource gap has severe implications for addressing 
HIV and AIDS. The sixth MDG—“Combat HIV/AIDS, 
malaria and other diseases”—has as its first target to have 
halted and begun to reverse the spread of HIV and AIDS 
by 2015. Although several countries report a decrease in 
infection rates, overall rates of infection are still growing 
and the number of people living with HIV has continued 
to rise, from 36.2 million in 2003 to 39.5 million in 2006.  
Not only are insufficient resources available for 
prevention, care, treatment and support of people living 
with HIV, but there are also insufficient resources being 
allocated to address problems such as poverty and 
inequality that are inextricably linked to the spread and 
impact of the epidemic. 
 
There is an urgent need for new and sustainable sources of 
revenue to fill the resource gap. This fact sheet explores 
some of the proposals for innovative financing 
mechanisms that have recently come to the fore. Such 
forms of innovative financing have the potential to 
become important supplements to current forms of official 
development assistance. Some of the innovative financing 
mechanisms discussed here will contribute directly to 
combating HIV and AIDS through the funding of 
treatment and vaccine initiatives. Others have the potential  
 

 
 
 
 
 
 
 

to impact HIV and AIDS indirectly by contributing to 
development initiatives and fighting global poverty. 
 
 
 
 

One of the innovative funding mechanisms currently 
being implemented is a solidarity levy on airline tickets. 
The air transport industry has clearly benefited from 
globalization, and an aviation solidarity levy could help 
mitigate the negative impacts of globalization. 
Participating countries agree to donate the revenues of a 
solidarity tax added to on plane tickets to existing national 
and international development institutions. A levy on 
airline tickets is both long term and predictable, as air 
travel is growing and will continue to grow in years to 
come. It is estimated that a world-wide ticket tax of 2.5 
per cent could yield up to $10 billion annually.  An 
advantage of the aviation solidarity levy is that it can be 
implemented in participating countries even if other 
countries do not wish to participate in the initiative. 
 
Opponents of the levy fear that it will add to the already 
high cost of air travel at a time of rising fuel prices. Other 
sources, however, have argued that the price elasticity on 
demand for plane tickets is low and that the airline 
industry will not be affected by this additional tax. 
Further, the levy will be minimal relative to the cost of air 
travel.  Another concern with regards to the levy is that the 
association with HIV and AIDS is not as apparent as with 
environmental issues. Increasing concern over climate 
change presents an obvious link with an airline levy, both 
as a means of offsetting carbon emissions and, in the case 
of a higher levy, as a way of deterring air travel.  
 
Model: UNITAID 
UNITAID, the International Drug Purchase Facility, was 
created specifically for the use of aviation solidarity 
levies. UNITAID’s mission is to provide people in the 
developing world with long-term access to quality drug 
treatment for diseases such as malaria, tuberculosis and 
HIV and AIDS at the lowest price possible. In order to 
fulfill this mission, a source of long term predictable 
funding is required.  UNITAID was founded in 2006 on 
the initiative of Brazil, France, Chile, Norway and the UK 
and there are now 34 member countries, the majority of 
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which contribute through aviation solidarity levies.  
Exceptions include the UK and Spain who provide 
budgetary contributions instead. Canada is not currently a 
member of UNITAID.  
 
In order to avoid the creation of a new bureaucracy, 
UNITAID’s secretariat is hosted by the World Health 
Organization.  Further, the WHO acts as Trustee and 
receives financing from UNITAID. UNITAID is governed 
by an Executive Board which includes NGO 
representation as well as at least one person living with 
HIV. The organization provides funding for institutions 
such as the Global Fund to Fight AIDS, Tuberculosis and 
Malaria and the Clinton Foundation. The UNITAID 
budget for 2007 is $300 million, and already there are 
indications that interventions help to reduce drug prices. 
 
 
 
 
 

Many developing countries cannot afford to buy vaccines 
from large pharmaceutical companies and do not have the 
technology to develop them themselves. Pharmaceutical 
companies hesitate to invest in the development of new 
vaccines when they know that poor countries may not be 
able to pay the price necessary to make the investment 
profitable. Immunization, however, is one of the best ways 
to fight global diseases. It saves lives and incurs lower 
direct and indirect costs than treating illnesses. 

Model: International Finance Facility for Immunization 
The International Finance Facility for Immunization 
(IFFIm) has been designed to provide immediate and 
predictable funds for health and immunization through the 
GAVI Alliance. The program works by “frontloading 
resources”—providing most of the resources upfront, 
based on the assumption that accelerating funding now 
will lead to a decrease in resource needs in the future. The 
IFFIm sells bonds on the international capital market to 
investors such as central banks, fund managers and 
individuals.  The investments are then disbursed to the 
GAVI Alliance. IFFIm repays bondholders using funds 
from participating donor countries who are legally bound 
to scheduled grant payments to the IFFIm over the next 20 
years.    
 
Model: Advance Market Commitments  
An Advance Market Commitment (AMC) is a binding 
contract, typically between a donor countries and a 
pharmaceutical company, in which the donor 
government(s) agrees to pay a predetermined price for a 
particular vaccine if it is developed.  The recipient 

developing country is also bound to making a fixed 
financial contribution per dose of the vaccine. By 
guaranteeing a market for a vaccine if it is successfully 
developed, AMCs aim to overcome market failures that 
inhibit the development of vaccines for diseases that are 
concentrated in developing countries.  Once a vaccine is 
developed, the developer is to be paid the pre-agreed price 
per dose if the vaccine meets certain pre-determined 
criteria and if it is demanded by developing countries.  
The requirement that the recipient country demand the 
vaccine once it is produced distinguishes an AMC from an 
Advanced Purchase Commitment (APC).  Contrary to an 
AMC, an APC guarantees that a certain amount of the 
vaccine will be purchased, regardless of the level of 
demand from the recipient country. When the AMC 
funding is depleted, the manufacturer is obligated to 
continue to provide an established amount at a pre-
determined long-term price. Several developers may be 
working on a vaccine at the same time and if one develops 
a successful vaccine, the others may continue to work on 
developing an improved product within the time frame of 
the AMC.  If more than one successful vaccine is 
developed, the recipient developing country will be 
responsible for selecting which vaccine it wants to 
purchase.  

In February 2007, five countries (Canada, Italy, Norway, 
Russia, the United Kingdom), and the Bill & Melinda 
Gates Foundation committed $1.5 billion to support a pilot 
AMC for the development of an anti- pneumococcus 
vaccine, to be implemented over a 13 year period form 
2007 to 2020. The AMC pilot will operate through the 
GAVI Alliance, the World Bank and an Independent 
Assessment Committee. Canada has committed itself to a 
contribution of $230 million from its Official 
Development Assistance (ODA) budget.  Donor countries 
can select from a range of funding arrangements—full 
upfront payment to be held in a trust fund; annual 
payments; and payments when actually required to 
compensate developers.  Canada has opted for the full 
upfront payment.   
 
There is currently one licensed anti- pneumococcus 
vaccine. However, the production is inadequate to meet 
capacity and, moreover, the vaccine is not considered 
suitable for widespread introduction in developing 
countries. There are more than 20 other candidate 
vaccines in the pipeline. Pneumococcal disease kills 1.6 
million people every year. HIV is increasing the rate of 
infections, with HIV-infected children 20 to 40 times 
more likely to get pneumococcal diseases.  If successfully 
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developed and accessed, an anti-pneumococcus vaccine 
could save the lives of 5.4 million children by 2030.   
 
A number of critiques of AMCs have been put forward.  
The predominant critique is that AMCs are essentially 
subsidies for big pharmaceutical companies. In addition, 
Drugs for Neglected Diseases initiative (DNDi) argues 
that neglected disease research and development is better 
conducted through collaborative and more cost-effective 
public and private ventures than by industry approaches 
alone, and that AMCs encourage secrecy rather than 
collaboration.  Further, as recipient countries are bound to 
a fixed financial contribution per dose of vaccine, the 
quantity they purchase will be based on what they can 
afford rather than what they need. For example, in the case 
of an anti-pneumococcus vaccine, recipient developing 
countries are bound to cover $2 per dose and the donor 
countries will cover $6. The prices set for vaccines are 
based on the pharmaceutical companies’ reluctance to 
produce the vaccine, rather than on the realistic 
purchasing capacity of individual recipient countries. 
Finally, there exists concern over the quality of the 
products that will be developed.  The race to register a 
new medical tool may provide a disincentive to meet the 
highest standards of safety and efficiency.  
 

 
 
 

The financial services industry has benefited greatly from 
globalization, with the annual volume for currency 
exchange flows expanding from $4 trillion in 1973 to 
more than $450 trillion in 2006. The Currency Transaction 
Development Levy (CTDL) is a way of redistributing this 
wealth to those who have been disadvantaged by 
globalization, and of investing in global public goods. The 
proposal is for all foreign exchange transactions in a 
particular currency to be subject to a levy of 0.005 per 
cent. Such a tax could mobilize funds for development 
without interfering with the normal functioning of the 
market. The CTDL should not be confused with the Tobin 
Tax, a proposed 0.1 to 0.25 percent tax on cross-border 
currency trades which aims at discouraging speculative 
activity in order to restore national economic autonomy.  
 
The CTDL would be collected through the Continuous 
Linked Settlement (CLS) bank, where more than 60 per 
cent of all Sterling, krone and euro foreign exchange 
transactions are already settled, and the Real Time Gross 
Settlement (RTGS) mechanisms that are run for all major 
currencies by their respective central banks. It is estimated 
that a currency transaction tax in the European Union 
alone could raise over 7 billion euros annually for 

development.  One of three areas identified for channeling 
resources gained through a CTDL is investment in human 
resources for health to fight global pandemics and disease. 
 
The proposal for a CTDL is nevertheless still facing 
opposition. The levy is perceived by some as interference 
in the efficient operation of the foreign exchange market. 
Furthermore, there are concerns pertaining to potential tax 
avoidance and tax havens and the legal enforceability of 
the levy. However, there is general agreement among 
experts that these issues can be overcome and that the levy 
is feasible. For the time being, opposition from powerful 
global banking lobbies is posing the most significant 
obstacle to the implementation of the CTDL.   
 
 
 
Taxes are an essential source of funding for all countries’ 
domestic responsibilities such as health, education and 
social security nets. Many countries in the developing 
world are unable to secure their own tax revenues and 
therefore unable to provide their citizens with these basic 
services. The scale of the underground economy, capital 
flight, tax breaks for multinational corporations, and 
administration issues such as corruption, weak tax 
administrations, lack of accountability are all problems 
that prevent countries from maximizing their tax revenues. 
It is estimated that, if multilateral action was taken to fix 
the abovementioned problems, developing countries could 
increase their annual domestic resources by over US$200 
billion. While it is not clear how much of this amount can 
be recovered, it is certain that even a partial recovery 
could significantly increase the resources available for 
development. 
 
The Tax Justice Network has elaborated a list of steps to 
be taken in order to tackle the problems that lead to the 
loss of tax revenues. The proposals include domestic 
change (such as tackling corruption and prioritizing 
transparency), international changes (such as creating a 
blacklist of uncooperative states with regards to 
international taxation and reacting with appropriate 
countermeasures) and changes to be taken as part of the 
development agenda (such as the provision of appropriate 
information technology systems to developing country tax 
authorities to improve the effectiveness of tax 
administration). When combined, these proposals could go 
a long way towards making funding available for the 
achievement of the Millennium Development Goals. 
 
 
 

3. Currency Transaction Development Levy 

4. Tax Justice 



 

  4

 
 

Foreign debt is a serious obstacle to development in many 
poor countries. Developing country debt is now estimated 
at 2.6 trillion dollars. Debt-relief initiatives such as the 
Highly Indebted Poor Country (HIPC) initiative and the 
Multilateral Debt Relief Initiative (MDRI) have provided 
some relief to low-income countries. However, there are 
many low to middle income countries that have 
cripplingly high levels of foreign debt but do not qualify 
for these forms of debt relief. Indonesia is one such 
country. In 2005, 40% of its central government 
expenditure was spent on debt service, while only 1.2% of 
its budget was allocated to health and education. 

Debt conversion is a form of innovative financing that 
provides partial debt relief to these countries while 
guaranteeing an investment in a particular sector. In the 
Global Fund Debt Conversion mechanism (GFDC), 
creditors agree to forgo future debt repayments on the 
condition that the debtor country invests an agreed amount 
into a program approved by the Global Fund to fight 
HIV/AIDS, Tuberculosis and Malaria. To qualify for this 
program, countries must be non-HIPC, non-MDRI 
countries with a serious disease burden. The countries 
currently selected for implementation are Indonesia, 
Pakistan, Peru and Nigeria. The top creditor partners for 
this initiative are, in order of importance, Japan, France, 
Germany, the United States, Italy, Spain and the 
Netherlands. The initiative will be launched in September 
2007. The first pilot project will involve debt-conversion 
agreements between Indonesia and Germany.  

 

 
Significant new resources are needed for the fight against 
poverty and diseases such as HIV and AIDS, tuberculosis 
and malaria. An overwhelming percentage of developed 
countries have not met their commitment to allocate 0.7% 
of their Gross National Income to ODA, nor have they 
established timelines to do so. Innovative financing is a 
way of generating new funds for development.  Some 
financing mechanisms will contribute to ODA, thereby 

assisting developed countries to fulfill their commitments. 
Others will be outside of and supplemental to ODA. With 
the recognition that sufficient resources are not currently 
being generated, a consensus is gradually emerging on the 
usefulness of innovative financing and on the technical 
and political possibilities of putting some of these schemes 
into action. However, it is important to note that 
innovative financing is meant to complement ordinary 
budgetary allocations and not replace them. Canada’s 
support for innovative financing mechanisms thus far has 
been limited to its support for the Advance Market 
Commitment initiative. Through increased participation in 
innovative financing mechanisms Canada has the 
opportunity to contribute its fair share to the funding of 
the resource gap and to the achievement of the MDGs. 
 

 
 
 
Millennium Development Goals: 
http://www.un-ngls.org/MDG/Q&A.htm 
Leading Group on Solidarity Levies to Fund Development: 
http://www.innovativefinance-oslo.no/precidencymessage.cfm 
http://www.innovativefinance.go.kr/ 
Aviation Solidarity Levy: 
http://www.elysee.fr/elysee/root/bank_mm/pdf/taxavionENG.pdf 
UNITAID:  
http://www.unitaid.eu/en/ 
International Finance Facility for Immunization: 
http://www.iff-immunisation.org/01_about_iffim.html 
Advance Market Commitments: 
http://www.gavialliance.org/resources/FS_GAVI_Advance_Feb
07_web_EN.pdf 
http://www.fin.gc.ca/news07/07-011e.html 
Drugs for Neglected Diseases initiative (DNDi) 
http://www.dndi.org  
Currency Transaction Development Levy: 
http://www.globalpolicy.org/socecon/glotax/currtax/2006/12ctdl
.pdf 
Tax justice: 
http://www.taxjustice.net/cms/front_content.php?idcat=2 
http://www.taxjustice.net/cms/upload/pdf/tuiyc_-_eng_-
_web_file.pdf 
Debt conversion: 
http://www.theglobalfund.org/en/files/funds_raised/innovative_f
inancing/gfdc_paper.pdf 
http://www.theglobalfund.org/en/files/GFDC_REPORT.pdf
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