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Aid Quality (2020 Considered Idea) 
 
 
Primary author: Ali Ladak 
Review: Karolina Sarek & Erik Hausen 
Date of publication: October 2020 
Research period: 2020  
 
This is a summary report about aid quality. Due to the uncertainty involved and a 
lack of strong evidence, we do not recommend this intervention.  
 
Thanks to Karolina Sarek and Erik Hausen for reviewing the research, and to Joe 
Benton, Antonia Shann, Fin Moorhouse, and Urszula Zarosa for their contributions 
to this report. We are also grateful to the two experts who took the time to offer 
their thoughts on this research.  
 
For questions about the content of this research please contact Ali Ladak at 
ali.ladak@charityscience.com. For questions about the research process, charity 
recommendations, and intervention comparisons please contact Karolina Sarek at 
karolina@charityscience.com. 
 
 
 
 
 
Charity Entrepreneurship is a research and training program that incubates multiple 
high-impact charities annually. Our mission is to cause more effective charities to exist in 
the world by connecting talented individuals with high-impact intervention 
opportunities. We achieve this through an extensive research process and through our 
Incubation Program.   

https://www.charityentrepreneurship.com/incubation-program.html
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Research Process 

Before opening the report, we think it important to introduce our research process. Knowing 
the principles of the process helps readers understand how we formed our conclusions and 
enables greater reasoning transparency. It will also clarify the structure of the report. 
 
Our research process incorporates elements that are well established in some fields but 
uncommon in others. This is partly because of the unique goals of our research (i.e. finding 
new areas for impactful charities to be launched) and partly because we incorporate lessons 
and methodologies from other fields of research, primarily global health and medical 
science. Below is a quick overview of some of the key elements. 
 
Iterative depth: We research the same ideas in multiple rounds of iterative depth. Our goal is 
to narrow down our option space from a very large number of ideas (often several hundred 
at the start) to a more workable number for deeper reports. This means we do a quick 
20-minute prioritization, a longer 2-hour prioritization, and finally an 80-hour 
prioritization. Each level of depth looks at fewer ideas than the previous round. 
 
Systematic: The goal of our research is to compare ideas for a possible charity to found. To 
keep comparisons between different ideas consistent our methodology is uniform across all 
the different ideas. This results in reports that consider similar factors and questions in a 
similar way across different interventions, allowing them to be more easily compared. This 
is commonly used in other charity evaluations and encouraged in other fields. 
 
Cluster approach: Comparing different intervention ideas is complex. We are not confident 
that a single methodology could narrow down the field, in part due to epistemic modesty. To 
increase the robustness of our conclusions, we prefer instead to look at ideas using multiple 
independent methodologies and see which ideas perform well on a number of them (more 
information here). These methodologies include a cost-effectiveness analysis, expert views, 
informed consideration, and using a weighted factor model. We explain the merits and 
disadvantages of each method, as well as how we apply it, in the linked documents. Each 
methodology is commonly used in most fields of research but they are rarely combined into 
a single conclusion.  
 
Decision relevant: Our research is highly specialized and focused. We only research topics 
that are directly related to the endline choice of what charity to found. Sometimes 
cross-cutting research is needed to allow comparison between different ideas, but all our 
research aims to be directly useful to getting new charities started. This level of focus on 
target practical outcomes is rare in the research world, but is necessary to our goal of 
generating more charity ideas with minimal time spent on non-charity idea related 
concepts. 

https://www.charityentrepreneurship.com/research.html
https://www.charityentrepreneurship.com/idea-sort-report.html
https://www.charityentrepreneurship.com/prioritizing-ideas-report.html
https://tinyurl.com/y2hcj8mw
https://tinyurl.com/y2hcj8mw
https://www.givewell.org/how-we-work/process
https://eppi.ioe.ac.uk/cms/Default.aspx?tabid=69
https://forum.effectivealtruism.org/posts/WKPd79PESRGZHQ5GY/in-defence-of-epistemic-modesty
https://blog.givewell.org/2014/06/10/sequence-thinking-vs-cluster-thinking/
https://blog.givewell.org/2014/06/10/sequence-thinking-vs-cluster-thinking/
https://www.charityentrepreneurship.com/cea.html
https://www.charityentrepreneurship.com/expert-view.html
https://www.charityentrepreneurship.com/informed-consideration.html
https://www.charityentrepreneurship.com/weighted-factor-model.html
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Description of the intervention 

The charity idea explored in this report is an organization that monitors and 
advocates for better aid quality in a developed country. Our main approach was to 
consider whether an organization could use existing metrics to evaluate and 
advocate to governments, rather than creating new metrics from scratch. Note that 
due to time constraints we carried out condensed research on this intervention. 
 

Summary conclusion 

Our research suggested that there is quite weak evidence behind existing aid quality 
metrics. There is some quantitative evidence on a couple of the metrics, such as tied 
aid and the proportion of aid which is directed to poor and well governed countries. 
However, there is little existing research on the actual impact of aid, either at the 
bottom up level estimating the return on individual programs, or at the top down 
level estimating impacts at the macroeconomic level. 
 
Our analysis does suggest that it could be very cost-effective to focus on certain 
large donors with aid portfolios that aren’t well optimized. For example, Germany 
donates around $20 billion per year in bilateral aid, but scores relatively low on 
some of the aid metrics. An intervention which advocated to direct a greater share of 
Germany’s aid to the poorest countries could have significant returns. However, 
there are also reasons Germany focuses on higher income countries, such as its 
focus on displacement. Overall we consider our analysis to be highly uncertain. 
 
Ultimately, due to the level of uncertainty and lack of strong evidence in this 
space, we do not recommend an organization which monitors and advocates for 
better aid quality at this stage. 
 
 
The table below offers a step-by-step summary of our research process for this 
intervention. Color-coding reflects how well the intervention performed at each 
stage. The first two steps in the process involve background research prior to this 
report. 
 

Report type  Summary results  Deeper 
reading 

Idea sort   During the idea sort, this idea showed promise: it was in the top 31 of 
256 total ideas. 

Full report 

Process 

https://docs.google.com/document/d/1fc-Epag39P64D1cd84N7NKB8RDOAYgJSiwXa_5dqhHE/
https://www.charityentrepreneurship.com/idea-sort-report.html
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Idea 
prioritization 

After two hours of researching this intervention using the informed 
consideration methodology, it was one of our highest priorities for 
more in-depth research.  

Full report 

Process 

Prior view  This 80 hour report begins with a prior view, which summarizes the 
lead researcher’s expectations before starting in-depth research. Prior 
knowledge of this area was mostly informed by our research at the 
two-hour stage, as well as our research on the other areas so far. Aid 
quality did not look especially strong at this stage compared with the 
other ideas, largely because some of the others already looked very 
strong. 

Process 

Informed 
consideration 

Informed consideration occurs at two stages of our research process: 
the start and the end. At this first stage, we explored some of the key 
considerations of this intervention. We defined aid quality as the 
amount of welfare promoted per dollar spent; we found that existing 
aid quality metrics tend to focus on principles rather than directly 
measuring aid quality based on our definition; we found that aid 
quality is potentially more promising than aid quantity, though this is 
inconclusive, and that a new organization may wish to broaden its 
scope to other development policies in the future. 

Process 

Expert view  We discussed the intervention with experts. We discussed a range of 
issues including how to influence R&D spending, who the key decision 
makers are, and the methodological and practical challenges in this 
area. 

Process 

Weighted 
factor model 

This stage involves scoring the intervention on preset weighted 
criteria. Due to time constraints, we carried out a limited version of 
this, focusing only on the strength of the idea. This intervention 
scored 3/10 on this criterion, largely because while this intervention 
has the potential to be very effective, current metrics for measuring 
aid quality do not capture what we care about, and it looks very 
difficult to do this. However, other approaches to improving aid 
quality not considered in this report may be more tractable. 

Process 

Cost- 
effectiveness 
analysis 

We then built a model to estimate the expected cost-effectiveness of 
this intervention. We modelled the impact of an organization which 
has a 1% chance of moving 0.6% of Germany’s aid budget from 
higher-income to lower-income countries. These figures were chosen 
to be conservative; they reflect an organization which successfully 
moves as much money as it spends in expectation. Our modelling 
suggests that an organization which achieved this outcome would 

Process 

https://www.charityentrepreneurship.com/blog/top-health-and-development-policy-charity-ideas-were-researching-in-2020-idea-prioritization-report
https://www.charityentrepreneurship.com/prioritizing-ideas-report.html
https://www.charityentrepreneurship.com/prior-view.html
https://www.charityentrepreneurship.com/informed-consideration.html
https://www.charityentrepreneurship.com/expert-view.html
https://www.charityentrepreneurship.com/weighted-factor-model.html
https://www.charityentrepreneurship.com/cea.html
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have a benefit-cost ratio of 38:1, averting the equivalent of a DALY for 
$288. Note this is also conservative because it assumes the benefits 
are direct income benefits rather than spent on services such as health 
care. Interpretation of these figures should be carried out cautiously 
due to their dependence on model assumptions. 

Informed 
consideration 

The second part of the informed consideration closes the report.  We 
conclude that overall we do not have enough information to 
recommend this as an intervention for a new charity to work on. This 
is partly because our research into this idea is incomplete, due to time 
constraints. However, we think the idea is promising enough overall 
to warrant further research. 

 Process 

 
 

   

https://www.charityentrepreneurship.com/informed-consideration.html
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1    Prior view 

This brief section summarizes our thoughts on this intervention before starting 
in-depth research. 
 
Overall, we have a positive view of this intervention, though we would be fairly 
surprised if it became a recommended charity. This is because it was the weakest of 
the ideas that moved on to the eighty-hour report stage after the two-hour research 
phase, and we have already reviewed several promising ideas. However, it is also an 
idea that is quite difficult to evaluate, and so our view on it could shift significantly. 
 
There are a few issues that we need to look into further to determine whether this 
intervention is feasible: (1) whether this kind of work is already being carried out by 
organizations such as Center for Global Development, (2) whether existing metrics 
can be used to evaluate aid, and (3) whether to focus on aid or development policy 
more broadly. 
 
Prior to starting this report, our subjective likelihood of recommending this 
intervention is 20%, with a 90% subjective confidence interval of 5% to 35%. 

 
This probability estimate assumes that: 
 

● Two global health and development policy ideas will be recommended at the 
end of the research process, so being recommended is equivalent to being in 
the top two ideas 

● With no prior information, each idea is equally likely to be recommended. 
This is the fifth of five total ideas we are considering at this stage, so the prior 
probability would be 2/5 * 100 = 40% 

● This intervention was ranked bottom among the top five interventions after 
the two-hour research stage. We have also already considered several other 
ideas that look strong. Therefore, we have reduced the probability to 20%. 

● The 90% confidence interval represents how sure we are that there is a 20% 
chance this idea will be in the top two ideas. We have not done very much 
research in this area and are currently quite uncertain about this idea, so the 
confidence interval is quite wide. 
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2    Informed consideration:  
       Crucial considerations 

After the prior view, we began the research process by identifying crucial 
considerations for this intervention. In this early phase, we identified the following 
areas to research: 

● What is good aid quality? 
● What do existing aid quality measures capture? 
● Should a new organization focus on aid quality or quantity? 
● Should a new organization focus on aid or development policy more broadly? 
● The impact of coronavirus on this intervention 

 
The following subsections summarize our findings on each of these considerations. 
 

2.1   What is good aid quality? 
While aid quantity is quite straightforward to define - the total monetary value of 
the resources spent by a country to tackle development issues - defining aid quality 
is more difficult. From our perspective, we consider good quality aid to be aid that 
generates high returns, in terms of increases in the well-being of people, per dollar 
spent. Wellbeing is likely to be affected by various factors such as health, wealth, 
happiness, education, freedom, and so on. Therefore, aid that promotes these goods 
more cost-effectively is likely to be considered better quality aid under our 
definition. 

What do existing aid quality measures capture? 
There are a number of existing aid quality measures. Perhaps the most well known 
and well developed is the Center for Global Development’s Quality of Overseas 
Development Assistance (QuODA), which comprehensively scores and ranks 
countries on a range of metrics identified as correlates of good quality aid [1]. The 
metrics include things like the share of resources going to the poorest countries, the 
proportion of tied aid (aid which is provided on the condition that it is used to 
purchase goods and services from the provider of the aid [2]), expenditure on global 
public goods, and so on. We look more closely at QuODA in the Weighted Factor 
Model section. 
 
Other measures include the Overseas Development Institute’s Principled Aid Index, 
which ranks countries based on ‘needs focus’, ‘global cooperation’, and ‘public 
spiritedness’ [3]; the ONE Campaign’s Real Aid Index [4], which ranks UK aid 
spending on poverty focus, effectiveness, and transparency; Publish What You 
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Fund’s Aid Transparency Index [5], which is mainly focused on transparency 
metrics; and the Global Partnership for Effective Development Cooperation’s 
Monitoring Framework, which tracks country ownership, a focus on results, 
inclusive partnerships, and transparency and mutual accountability [6]. 
 
These measures generally capture aspects of aid quality that seem important. The 
One Campaign’s Real Aid Index and the QuODA seem to be the most relevant, as 
they try to capture aid quality broadly speaking, and also focus on certain aspects of 
effectiveness, such as the proportion of money going to the poorest people or a 
focus on global public goods. Many of the metrics overlap, so it’s possible that the 
One Campaign has used the QuODA and focused on the UK. 
 
However, none of the indexes seem to specifically estimate the expected return on 
improving aid quality, or include estimates of cost-effectiveness of specific 
programs. It could be that this information is not available, or that it is not helpful - 
for example, the QuODA includes a measure on the proportion of programmable aid, 
meaning that the recipient country is free to spend the aid on the programs they 
deem most appropriate. Cost-effectiveness of specific programs is then to some 
degree out of donors’ hands. 
 

2.2   Should we focus on aid quantity or aid quality? 
It is possible that it would make more sense to focus on aid quantity than aid 
quality. Most countries are not meeting the target of spending 0.7% of GDP on 
international aid [7]. A new organization could instead focus on ensuring a country 
meets this target. In the case of Germany, which currently spends 0.6% of GDP on 
aid and is the second largest donor in absolute terms in the world [7] [8], meeting 
this target would result in an additional $3.5 billion per year in aid. 
 
Some heuristics suggest that focusing on aid quality may have greater return. 
Germany’s aid budget would have to be just under 15% more efficient to make up for 
reaching the 0.7% target. While this would be very difficult to achieve in practice, it 
seems likely that significantly more than 15% efficiency can be achieved. Tied aid 
alone is estimated to increase costs by 15-30%, and over 10% of Germany’s aid is 
still tied, so solving this alone could generate efficiency gains of around $0.5 billion 
[2] [9]. 
 
Another study looking at aid quality suggests that reallocating global aid to poorer 
and better governed countries could save 50 million lives per year [10]. Germany 
makes up over 15% of Development Assistance Committee (DAC) aid. Assuming that 
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the number of the total lives saved is equivalent to the proportion of aid provided, 
we estimate that a reallocation of German aid could save 7.5 million lives per year. 
Note that this estimate is extremely rough, though it could be considered 
conservative as Germany is significantly below the average DAC country on the 
proportion of aid allocated to poorest countries [9]. 
 
In comparison, if all of the increase in the budget by reaching the 0.7% target went 
to the Against Malaria Foundation, which GiveWell estimates averts the equivalent 
of a death of an under-5 for $1,690, this would save just over 2 million lives [11]. 
Note that GiveWell estimates are likely to be very conservative, though at the same 
time the additional expenditure would be highly unlikely to go to organizations 
equivalent to AMF in terms of impact. 
 
Germany also scores below average on several other QuODA’s indicators, such as 
share of country programmable aid and focus of aid on recipient country 
specialization [12]. Improving just to the average, or even reaching the highest 
levels, could generate significant returns, though we do not have good data on the 
impact of some of these metrics. 
 
Furthermore, Disease Control Priorities has estimated that some global health 
interventions are many times more effective than others. Even with GiveWell’s top 
charities, some interventions are significantly more effective than others - for 
example, AMF is estimated to be 17 times better than GiveDirectly (in terms of value 
generated per dollar). It seems very unlikely that aid budgets have been completely 
optimized in this way; the data does not seem to be widely available to do so, the 
scoring on the QuODA provides some evidence that it is not, and this is unlikely to 
be the main goal for every country. 
 
A focus on aid quality is more neglected - there is a global target for aid quantity, 
but there is no equivalent target for aid quality. In terms of tractability, it is unclear. 
While there is some opposition to aid, and some critics argue that we should reduce 
the amount of aid we spend, there is plausibly less room to argue that aid should be 
of lower quality.  On the other hand, there are differences in people’s views on the 
objectives of aid - for example, some might argue that the purpose of aid is to 
provide benefits and strategic influence to the donor country, rather than focusing 
on maximizing benefits for recipients. 
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2.3   Should we focus on aid quality or development policy 
more broadly? 
The CGD also publishes a Commitment to Development Index, which is an index 
ranking countries on a range of areas of development policy: aid, trade, finance, 
migration, environment, security, technology [13]. It is possible that a new 
organization should focus more broadly on development policy. 
 
It seems plausible that in the medium term a new organization might want to 
expand its scope to cover these additional areas of development policy. However, it 
likely makes more sense to start with a narrower scope, and leave room to expand 
later on. We considered most of these other areas at the earlier stages of our 
research, and we generally considered them to be less promising at those stages. 
However, with deeper research this may turn out to not be the case. In any case, aid 
seems to be a good starting point for any new organization. 

 

2.4   The impact of COVID-19 on this intervention 
It is likely that a proportion of development spending will shift towards tackling 
COVID-19 over the next few years. It is important that this money is spent most 
effectively. So this could be a good time for an organization to focus on aid quality. 
COVID-19 does not massively change this, but because there is an additional major 
problem to tackle, the imperative towards cost-effectiveness seems even greater. 
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3    Expert view 

We spoke with two anonymous experts about starting a new organization in this 
space. The experts we spoke to were broadly positive about improving aid quality, 
though the conversations revealed that this space is quite complex. The 
conversations are briefly summarized below. 

 
Anonymous expert 1 

Profile: This expert is the founder of a not-for-profit organization, and previously 
worked on global development policy. 
 
Summary: This expert considered that the impact of starting a new organization in 
this space would depend on the specific politics of the country targeted. For 
example, in the UK there has been an ongoing debate about whether to merge the 
Department for International Development (DFID) with the Foreign and 
Commonwealth Office. A decision on this has now been made, but during the debate 
would have been a sensitive time to draw negative attention to DFID. While it is 
important to focus on aid quality, it is also important to be careful to avoid 
unintended consequences. The conversation also covered other key organizations 
working on aid quality, and whether to focus on aid quality or aid quantity. 
 
 

Anonymous expert 2 

Profile: This expert is a researcher working for a not-for-profit organization, 
focused on various issues around aid. 
 
Summary: This expert considered that there is likely to be space for a new 
organization focused on aid quality. However, they noted that political interest in 
aid quality comes and goes, and there are some factors to make sure to consider 
such as ensuring the specific context of aid is taken into account and ensuring the 
global rather than local allocation of aid is optimized. The conversation also covered 
the evidence behind aid quality metrics; estimating the cost-effectiveness of aid 
quality; and reallocating aid from upper middle to lower income countries.   
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4    Weighted factor model 

In this stage of research, we carried out a limited version of the weighted factor 
model, looking only at the strength of the idea. In particular, we looked into the 
expected cost-effectiveness of advocating for better aid quality, and the strength of 
the evidence behind aid quality metrics. 
 
 

4.1   Strength of the idea 

Score: 3/10 
 
Our goal in this section is to understand whether monitoring and advocating on aid 
quality is likely to be cost-effective, and how strong the evidence behind this 
intervention is. To do this, we focus first on the CGD’s QuODA, which is the most 
comprehensive index of aid quality. We then briefly look at alternative approaches 
to measuring and evaluating aid quality. 
 
The CGD’s QuODA aims to provide a rigorous and easy-to-use evaluation of the 
effectiveness of different countries’ aid programs; their latest report from 2018 
compiles data from various from a range of different sources such as the OECD and 
GPEDC to rank 27 countries and 13 multilateral institutions on four broad 
dimensions that they believe indicate high quality aid [1]. An updated version of the 
index, published in January 2020, uses the dimensions ‘prioritisation’, ‘ownership’, 
‘transparency’, and ‘learning from results’, and combines a total of 17 individual 
metrics [14]. 
 
In the words of CGD, the QuODA index aims to answer the question “How are 
donors … doing on the principles and commitments they have made to improving 
aid quality?” [14] In particular, rather than trying to assess the effectiveness of aid 
programs directly, they aim to encourage governments to follow aid-giving 
principles which they believe in general lead to higher quality aid. Most of these 
principles are based on the global research consensus (e.g. the 2005 Paris and 2008 
Accra Agreements [15]), but as far as we can tell there is relatively little robust 
quantitative evidence linking these principles to better aid outcomes. 
 
There are some individual studies which would enable us to estimate effectiveness 
for a couple of the QuODA’s indicators. Perhaps the most robust data is for tied aid: 
a widely cited estimate suggests that tied aid increases costs by 15-30% [2]. There 
are also some studies looking at a better allocation of aid, in particular targeting 
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countries which are poorer and have good governance. Collier and Dollar (2002) 
found that the effective reallocation of aid would result in an additional 50 million 
lives being saved per year [16] [17]. However, these studies are not very common, 
and it seems like most of the evidence for the CGD’s metrics is the result of expert 
judgement or comes from investigations into individual interventions. 
 
There appears to be some movement in the field towards gathering more data on 
the relevance of specific factors to aid quality, and CGD themselves acknowledge 
that the consensus on what makes good policy is somewhat weak, though they 
remain optimistic about the ability to make research progress in this area [14]. 
 
There is at least one other organization, One Campaign, that tries to do a similar 
ranking of countries by aid [18]. The metrics they use seem broadly similar to 
QuODA, but the resulting ranking is quite different, suggesting that the results are 
quite sensitive to the specific choice of metrics. 
 
There are several departments or independent bodies in developing countries that 
scrutinize and assess the effectiveness of their relative aid departments at the 
program level. In the UK for example, the Independent Commission for Aid Impact 
carries out extensive analysis of DFID projects in the UK, carrying out overarching 
analyses of aid and estimates of the impact of specific projects [19]. DEval seems to 
perform a similar role in Germany [20], and there are further organizations 
collating data on aid programs from different countries [21]. These bodies all seem 
to provide fairly detailed qualitative evaluations of the effectiveness of specific 
interventions, but little quantitative analysis that would allow easy comparison 
between projects. 
 
One approach to estimating the impact of aid quality would be to estimate the 
relationship between performance on metrics such as the CGD’s QuODA and the 
return on a country’s aid portfolio. There are some specific estimates of the returns 
to aid, such as the World Bank’s estimate on its own spending from 2002 which 
suggested that their programs had rates of return typically ranging from 10% to 
40% [22], and a study that estimated the overall average rate of return on aid at 
around 20% [23]. However, there are no studies estimating this at a comparative 
country level. 
 
In summary, there seems to be a good amount of high quality data on how 
developed countries measure up against a range of metrics believed to indicate 
effective aid spending, and some organizations already holding aid departments to 
account based on qualitative evaluations of individual programs. However, there is 



 

CE Research Report: Health & Development Policy - Aid Quality, 2020                    Page 16 
 

 
 

currently relatively little evidence that the metrics used are indeed good indicators 
of effective aid, and little attempt to assess the effectiveness of countries’ aid 
programs on a quantitative basis. There is reason to suspect that some factors could 
make aid up to several times more effective [16] [22], and if we could reliably 
determine these factors the very large current flow of overseas development 
assistance (ODA) would indicate that there could be large scope for impact. This 
could be part of the scope of a new organization. However, overall at this stage 
measuring improvements in aid quality is not very tractable. 
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5    Cost-effectiveness analysis (CEA) 

This section provides an overview of our CEA, which weighs the expected cost of 
this intervention against the expected good accomplished. 
 
As discussed in the previous sections, the evidence for any particular aid quality 
intervention is quite weak, as is the evidence of the impact at an overall level. We 
attempted to model the two criteria in Center for Global Development’s QuODA that 
we believe have the strongest evidence. These were reducing tied aid and increasing 
the share of aid which goes to the poorest countries. 
 
Of these, increasing the share of aid which goes to the poorest countries looked 
more promising, largely because tied aid is close to being eliminated by the larger 
donors [2]. We therefore focus the rest of this section on our model of starting an 
organization which tries to increase the proportion of aid which goes to the poorest 
countries. 
 
We model the impact of lobbying the German government to shift a proportion of its 
overall spending from upper-middle income countries to low income countries. We 
pick Germany for two reasons: (1) it is the second largest donor in the world, 
spending almost $20 billion in bilateral aid per year, and (2) less than 15% of its aid 
is targeted to the poorest countries compared with over 25% across all development 
assistance committee (DAC) countries on average, and it spends more on 
upper-middle income countries than the average DAC donor. 
 
Germany does have a priority to target displacement and therefore has a large focus 
on countries in the Middle East and North Africa [24]. It also has a comparative 
advantage in loan based rather than grant based funding, according to a 
conversation we had with an expert. Even so, after conversations with experts, and 
considering that the overall purpose of aid should be to reduce poverty as effectively 
as possible, we consider shifting a proportion of Germany’s budget to low income 
countries would likely be a good thing to do. 
 
We aim to be conservative in our assumptions: we assume a 1% chance that a new 
organization can successfully convince the government to move 0.6% of the 
German budget from UMICs to LICs. These figures were chosen as they result in the 
charity moving an amount equal to its expected expenditure. This means it is equal 
to the minimum amount the charity should be able to move to be worthwhile. 
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The benefit of this shift in resources is estimated to come from the increased 
marginal utility of income - a dollar in a poorer country has a larger impact on 
utility than in a richer country. Since UMICs are roughly (at the lower end) four 
times richer than LICs, we assume that a dollar goes four times further in an LIC. 
This is of course a very simplified assumption, but is used due to the lack of 
evidence in this space. It is also conservative, as we do not model how the additional 
resources are spent (e.g. on health care), which would have greater benefits than 
direct money transfers. 
 
Overall, the model suggests that this organization would generate an expected 
return of $38 per dollar invested. Using moral weights based on GiveWell’s 
research, this is equal to averting a DALY for $288. We consider this estimate to be 
very uncertain; in reality it could be several times higher or lower. These estimates 
depend on a number of modeling assumptions consistently estimated within 
Charity Entrepreneurship’s global health and development policy research, but not 
necessarily outside of it. These are discussed further in the ‘Where our CEA could go 
wrong’ section. 
 
We estimated the following benefit-cost figures: 
 
Spreadsheet CEA model estimates: 
Benefit-cost ratio 38:1 (90% credible interval (CI), 4:1 to 111:1) 
 
The histogram below plots the distribution of BCRs simulated in the spreadsheet 
model. As the chart shows, the distribution is skewed to the right, indicating that in 
the majority of cases the estimated BCRs were clustered around the peak of the 
distribution, but in some cases the BCRs were much higher than the peak. This has 
the effect of dragging the mean BCR upwards. The median BCR in the spreadsheet 
model is 24:1; it is lower than the mean, which reflects the skewness in the 
distribution. 
 

https://docs.google.com/spreadsheets/d/1hUkzWkDTVUJrGrWoYEFaKyD0mQFHKYbMA4YaxVyxmzM/edit?usp=sharing
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The remainder of this section provides details of the model which generated the 
impacts described above. We look at the following factors: 

● Effectiveness 
● Costs 
● Other model assumptions 

 
We then discuss the main model limitations and report results of sensitivity 
analysis of several of the key model assumptions in the ‘Where our CEA could go 
wrong’ section. 
 

5.1   Effectiveness 
Economic effects 
Our model benefits take the form of economic benefits, based on an assumed rate of 
return on foreign aid. As discussed in the WFM, the estimated average rate of return 
on foreign aid is 20%, with World Bank projects ranging from 10-40%. There is no 
data on the breakdown by country, so we assume that Germany is at the lower end 
of this - generating a return of 10% per year on its foreign aid investments. 
 
Our benefits come from shifting expenditure from upper-middle income countries 
to low income countries. To estimate the benefit of doing this we use estimates of 
the marginal utility of income, that is, the benefit of an additional unit of income. 
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This is typically modelled in the economics literature as a linear-log relationship, so 
that a proportional increase in income is associated with a level change in utility 
[40]. Because UMICs are roughly four times richer than LICs, our model assumes 
that providing resources to an LIC generates four times as much utility. 
 
To estimate this in the model, we assume that 0.6% of the budget will be moved 
from UMICs to LICs in expectation. The benefit of this is the return on the 
expenditure to the money now being spent on LICs. This also generates a disbenefit, 
as the money is no longer being spent in UMICs. Given our assumption of the 
marginal utility of income, we take this to be one quarter of the size of the benefit 
generated. 
 
This estimate is increased over time in line with the increasing budget of Germany’s 
ODA. We also multiply by the probability of success and counterfactual impact (see 
below). We then convert to net present value terms using an annual discount rate of 
4%. To estimate a cost per DALY equivalent, we also convert this monetary estimate 
into DALY terms using a conversion factor between economic and health gains 
based on GiveWell’s moral weights research (see ‘Moral weights’ section below) 
[25] [33]. 
 

5.2   Costs 
Charity costs 
The charity costs are made up of fixed costs to set up the charity and ongoing 
annual costs to operate it. Fixed costs in the first year are assumed to be $100,000; 
costs after this are assumed to be $250,000 per year of operation, based on four 
staff members at $50,000 per year plus an additional $50,000 of other costs. While 
these are rough estimates, they are expected to be roughly constant across 
interventions so should allow for comparisons of cost-effectiveness. 
 

5.3   Other assumptions 
Charity years operating 
The WHO’s guidance on cost-effectiveness analysis suggests that an intervention 
should be assumed to run for 10 years [26]. In line with this, we have assumed the 
charity will operate for 10 years. It is also in line with our other reports, where we 
assume a charity trying to create policy change operates for 10 years. 

Stopping point if charity is unsuccessful 
We assume that the charity will definitely run for five years at full cost. At this point, 
if the intervention is looking very unlikely to succeed, we assume the charity will 
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end its operations. Therefore, the charity costs after year five are incurred only in 
expectation. 

Discount rate 
We assume an annual discount rate for future costs and benefits of 4%, in line with 
GiveWell [31]. There is a debate over the appropriate discount rate, with the WHO 
using a rate of 3% for health impacts [26], and the UK government guidance 
suggesting a lower rate than this for health impacts and a slightly higher rate for 
other impacts [32]. We believe a rate of 4% appropriately captures our views on a 
relatively low pure time preference (i.e. a low discount to future utility), the impact 
of increasing incomes over time which reduce the benefit of income, and 
uncertainty. It also has the additional benefit of being comparable with GiveWell. 

Time horizon 
We assume a time horizon of 20 years, which means that the impact of the benefits 
of the additional spending on low income countries will last for this period of time. 
This means they run until the year 2050. There is no clear answer about the right 
time horizon to use, but running the model until 2050 is in line with our other 
models so allows comparison on a consistent basis. 

Counterfactual impact 
We assume that 100% of the impact can be assigned to the new organization. This is 
a modeling assumption that we account for in our other assumptions - for example, 
our probability of success input estimates the likelihood that a new organization is 
100% responsible for the shift in budget (that is, the shift in budget would not have 
happened without the new charity). 

Probability of success 
We consider this to be a very difficult intervention, with a high degree of 
uncertainty about its expected likelihood of success. We therefore chose a 
probability of success estimate of 1%. This estimate is not meant to be taken 
literally, but in combination with the other inputs in the model, results in the 
charity influencing as much money in expectation as it expects to spend (just over 
$1 million). This seems quite conservative - but it may also be very difficult for an 
organization to influence expenditure in this space. 

Aid budget 
This is Germany’s bilateral aid budget in 2018 [27]. We assume we will influence a 
proportion of its bilateral aid budget and that the proportion of bilateral versus 
multilateral aid will stay constant during the period analysed. We also assume that 
the overall aid budget will stay constant as a proportion of GDP and will grow with 
the absolute level of GDP over time. 
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Marginal utility of income in low income versus upper-middle income 
countries 
Our model assumes that the benefits of moving resources from upper middle 
income to low income countries arise due to the diminishing marginal utility of 
income. While some economists have tried to get more accurate estimates of the 
relationship between wellbeing and income, they generally model the relationship 
as a linear-log relationship. We follow this approach in our analysis. Overall, we 
roughly assume that additional income in low income countries is four times as 
valuable as that in upper middle income countries, on the basis that the average 
income in low and lower middle income countries is roughly $2,000, and the range 
for upper middle income countries is around $4,000 to $12,000 [28]. 

Proportion of budget moved from upper-middle to lower income countries 
This input reflects the amount that would need to be moved to equalize the amount 
moved in expectation with the expected charity expenditure. This amount is 0.6% of 
the German aid budget. The impact is proportional to this input, so if the amount 
moved was doubled this intervention would look twice as cost-effective. Users can 
insert their own inputs into the model to understand the sensitivity around this 
estimate. 

Money moved to low income countries 
This is calculated as the budget multiplied by the proportion of money moved. 

Money moved away from upper middle income countries 
Since our marginal utility of income estimate assumes that money is worth four 
times as much in low income versus upper middle income countries, this is 
estimated as a quarter of the money moved to low income countries. 

Return on aid 
Several estimates of the return on aid are cited in the weighted factor model section. 
Since we consider that Germany has lower quality aid than the average, we assume 
its return would be lower than the estimated average of 20%. We take the lower 
bound of the estimates available, at 10%. 

Country income per capita 
This is the current income per capita in sub-Saharan Africa in international dollars 
from the World Bank [30]. We use this value to convert health benefits into 
monetary terms, the sub-Saharan African figure is used to ensure comparability 
with our other interventions. 
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Donor country growth rate 
We estimate Germany’s growth rate at around 1% per year using long term 
forecasts from the OECD [29]. This input is used to estimate how the aid budget and 
hence the money moved will grow over time. 

Years until benefit will be felt 
We roughly assume that it will take 10 years for the benefits to be felt. This is based 
on a period of time taken for policy to be introduced, which incorporates the time 
taken for the charity to build the required knowledge around this issue and convince 
the government to introduce policy change, and for the policy to be written up and 
introduced. We include a buffer for the policy change to start to have an impact. 

Moral weights 
The moral weights allow us to convert between impacts expressed in health and 
monetary terms. They are estimated based on GiveWell’s and IDinsight’s research 
on how people make trade-offs between income and health [33]. In its CEA model 
on Fortify Health, GiveWell assumes that 2.8 years of income is equivalent to one 
DALY [25]. We use this assumption in our analysis to convert between health and 
economic impacts so that we can report benefit-cost ratios and costs per DALY 
equivalent averted. 
 

5.4   Where our CEA could go wrong 
We considered how our CEA could go wrong in each step. There are several key 
assumptions that we believe are worth noting: 

● Our model relies on several subjective assumptions, in particular the 
probability of success and the amount of money moved. These numbers have 
been chosen in the model to equalize the expected amount of money spent 
with the expected amount moved. While this is a conservative assumption in 
some ways, if it turns out to be very difficult to move money, then the charity 
may end up moving less money than it spends, and the intervention would 
look less cost-effective. 

● Our estimate of the marginal utility of money assumes that moving money 
from high-income to low-income countries is beneficial because an 
additional unit of money is more valuable in low-income countries. However, 
there are some good reasons that countries give aid to higher income 
countries, for example, to promote global public goods, or because they have 
a comparative advantage in working with certain countries. We tried to be 
conservative in our estimate of the marginal utility of money, but our model 
may not accurately capture some of these effects. 
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● We assume that benefits and costs will continue for 20 years, as this is the 
period over which the World Bank and others forecast the impacts of AMR. 
However, this assumption is also very subjective, and there is a wide range in 
the time horizons considered by different organizations and analysts 
modelling cost-effectiveness. We have aimed to be consistent with this 
assumption across the different interventions we have considered. 

● We do not account for the counterfactual impact of co-founder time and 
funding. This is because these inputs are very uncertain, and are also 
expected to be roughly consistent between the interventions. However, 
interpreting the main CEA estimates directly may overestimate the benefits, 
because we do not account for the fact that some of the resources would have 
gone to high-impact interventions otherwise. 
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6    Informed consideration: 
       Internal contemplation 

In this stage, we analyzed all the data and insights gathered through previous steps 
in the research process. The most important conclusions from each are summarized 
here, as are our overall thoughts on aid quality as an intervention.  
 
The first informed consideration stage was used to build background knowledge of 
this intervention, and try to answer some of the key considerations identified in the 
two hour research stage. We defined good aid quality as aid which generates the 
highest return in terms of increasing human welfare per dollar spent. We looked at a 
number of existing metrics of aid quality, and concluded that there are several 
promising ones but they do not capture this definition fully. We also considered that 
aid quality looks promising compared with aid quantity, though this is not 
conclusive, and an organization may wish to broaden its scope to cover other 
aspects of development policy in the future. 
 
Due to time constraints, we only looked at the strength of the idea component of the 
weighted factor model. Our research suggests that aid quality as defined in the 
informed consideration section is currently not measured, and is likely to be very 
difficult to measure. Existing metrics tend to focus on principles that are taken to be 
correlated with aid quality, though there is a lack of empirical evidence supporting 
these relationships in many cases. Our conclusion from this section was that the 
evidence is quite weak. 
 
Due to time constraints, we only carried out two expert interviews for this 
intervention. Both experts stressed the importance of considering the political 
context with this intervention. It will be important to avoid unintended 
consequences, such as undermining aid altogether. Also, we should consider aid as a 
global allocation problem, rather than trying to optimize in any individual country, 
though it is likely that gains can be made by focusing at the individual country level. 
 
Due to the weak evidence base for this intervention, our cost-effectiveness analysis 
is very speculative. We estimate the impact of moving 0.6% of the German bilateral 
aid budget from upper-middle income to low-income countries. This figure was 
chosen as a conservative assumption, as it results in moving an amount equal to the 
charity’s expected expenditure. The benefit of moving money is estimated based on 
the decreasing marginal utility of money as income goes up, which means money 
has greater value in poorer countries. This does not take into account the fact that 
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some aid spending on richer countries is spent to promote global public goods or for 
other good reasons, but Germany is so far below the average that it seems 
reasonable to think it could shift 0.6% of its budget and achieve benefits. 
 
At a 1% probability of moving 0.6% of Germany’s budget, our analysis suggests a 
new organization would generate a return of $38 per dollar spent. This translates to 
averting a DALY for $288. However, we are very uncertain about this estimate, and 
the true figure could be significantly higher or lower. 
 
Overall, we conclude that based on our current knowledge, this intervention is 
weaker than some of the others we have considered. This is mainly due to the large 
amount of remaining uncertainty associated with this intervention. Therefore we do 
not recommend this intervention for a new organization this year. 
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