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Blended finance to the rescue? Subsidies, vaccine bonds and 
matching funds in global health
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ABSTRACT
To close persistent global health financing gaps, policymakers have in 
recent years promoted the idea of ‘blended finance’, i.e. the strategic 
use of public funds to attract additional private sector investment. To 
better understand this trend, this paper studies three major blended 
finance instruments, namely vaccine bonds, advanced market 
commitments, and matching funds. In doing so, this paper makes two 
important contributions. On a practical level, it shows that these three 
blended finance instruments tend to be expensive and of questionable 
effectiveness. Their high costs favour large corporate actors, private 
investors and middlemen, while their benefits for potential beneficiaries 
in low- and middle-income countries and for public donors remain 
unclear. On a theoretical level, the paper asks why these instruments 
remain popular in policy circles despite their shortcomings. It finds that 
blended finance mechanisms proliferate thanks to their seemingly 
innovative nature, a constant emphasis on urgency or crisis, and the 
promise of combining market-based self-interest with positive social 
impact. The paper ends on a call for much greater critical scrutiny 
concerning blended financing mechanisms.
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Introduction

Global health has long been a testing ground for blended finance, i.e. for ‘the use of public-sector 
funds to spur additional private investment for sustainable development goals1’. It is in global 
health that the first social impact bonds were brought to market in 2006, as the International 
Finance Facility for Immunisation (IFFIm) issued so-called ‘vaccine bonds’ a year before the Euro
pean Investment Bank floated the first green bond (EIB, 2022). It is also in global health that a new 
kind of subsidies to corporations, known as advanced market commitments (AMCs) were first 
tested. Lastly, matching funds have a long and important history in global health, trying to incen
tivize private giving and influence governments receiving aid.

For two decades, these blended finance instruments aimed to fund healthcare in low- and 
middle-income countries. With the Covid-19 pandemic, they were also used in high-income 
countries. In part this was due to the creation of the Covid-19 Vaccines Global Access (Covax), 
a combination of several public-private partnerships (PPPs) or ‘super-PPP’ (Storeng et al., 2021) 
which aimed to fight Covid-19 from April 2020 until December 2023. While Covax delivered far 
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fewer vaccines than initially promised and failed to ensure a globally equitable vaccine distribution 
during the pandemic (Sparke & Levy, 2023), the blended finance instruments it relied on remain 
popular in global health circles. Vaccine bonds, matching funds and AMCs are increasingly pro
moted to fund global public goods and services, such as vaccine production (Gavi, 2023).

To investigate the ongoing push for blended finance in global health, this paper focuses on three 
major blended finance instruments that have been highly popular in the sector in recent decades but 
that remain understudied. We ask where vaccine bonds, AMCs and matching funds originated and 
what form they took before, during and after the Covid-19 pandemic. We critically assess these 
mechanisms, finding that IFFIm, AMCs and matching funds are either expensive or of questionable 
effectiveness or both. They thereby favoured large corporate actors and private investors while their 
benefits for potential beneficiaries in low-and middle-income countries and for public donors 
remain largely unclear. All three mechanisms turn out to contribute to the privatisation of global 
health finance (Stein & Sridhar, 2018; Hunter & Murray, 2019; also Gabor, 2021) In the discussion 
section, we ask why, despite their poor performance, blended finance mechanisms continue to 
enjoy substantial donor support. We conclude that this can largely be explained by structural 
trends, the interests of key actors and by the power of dominant ideas, notably the appeal of inno
vation, a sense of urgency or crisis, and the hope of combining market-based self-interest with posi
tive social impact.

Background: Blended finance in global health

Competing definitions of the term blended finance exist. The United Nations (UN) Inter-agency 
Task Force on Financing for Development describes blended finance as ‘us[ing] public finance 
to crowd in private finance’ (UNFDO, 2023, p. 90). Similarly, the Organization for Economic 
Cooperation and Development (OECD, 2018) understands it to be ‘the strategic use of development 
finance for the mobilisation of additional finance towards sustainable development in developing 
countries’. The World Economic Forum (WEF, 2015) includes philanthropic funding in blended 
finance and gives it a more economistic purpose, seeing it as ‘the strategic use of development 
finance and philanthropic funds to mobilise private capital flows to emerging and frontier markets’. 
In all three of these definitions the public sector, and at times philanthropic money, engage in 
spending first, hoping to induce additional development funding from the private sector. In this 
paper, we therefore consider blended finance to involve a financial effort made by the public, 
and at times philanthropic sector, with the aim of ‘mobilizing’, ‘attracting’ or ‘crowding in’ private 
investment that otherwise would not be available for development purposes.2 Historically, blended 
finance is part of a wider search for ‘innovative’ development financing, i.e. the search for new 
financing modalities that increase development funding and make it more stable and predictable 
(Hermann, 2013). This search dates at least to the 1960s and includes various proposals for 
improved public financing, such as international taxation or the use of the International Monetary 
Fund’s (IMF’s) Special Drawing Rights for development purposes (Hermann, 2013). With the UN 
Millenium Declaration of the year 2000, this search gathered steam and in March 2002 over 50 
heads of state gathered in Monterrey, Mexico, for a first UN Summit on Financing for Develop
ment. Their aim was to rethink global development aid considering the ‘dramatic shortfalls in 
resources required to achieve the internationally agreed development goals’ (UN, 2003). Policy 
makers in Monterrey therefore appealed to banks and other financial institutions to look for ‘inno
vative’ development financing sources that could complement existing domestic and international 
forms of financing (UN, 2003, p. §23, §44).

During a 2008 follow-up conference in Doha, a list of potentially ‘innovative’ financing mech
anisms for development was published. Global health featured strongly in this list, which included 
bond-based aid-backed borrowing through IFFIm, AMCs, and levies on civil airline tickets, among 
others (UN, 2011). Conference participants stressed that such ‘innovative’ finance mechanisms 
could only complement but not replace overseas development aid (ODA), as they were both 
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voluntary and experimental in nature (UN, 2011, p. 122). The following year, a Taskforce for Inno
vative International Financing for Health Systems added to the list. It suggested, for example, new 
levies on tobacco products and currency transactions, tax breaks for donors giving to health funds, 
and debt-relief for countries that invest in public-health (TIIFHS, 2009).

The nature of ‘innovative’ development financing focused increasingly on the private sector as 
the UN transitioned from the Millennium Development Goals (MDGs) to the Sustainable Devel
opment Goals (SDGs). During the Third International Conference on Financing for Development 
in Addis Abba in 2015, conference participants made a strong case for more ‘blended finance’ for 
development, which had a greater private sector element to it than ‘innovative finance’.3 Thus, par
ticipants in the Addis Abba suggested replicating and expanding IFFIm, from its existing focus on 
vaccination to ‘broader development needs’. They also considered other vaccine bonds and AMCs 
(here called ‘pull mechanisms’) to be potentially interesting (UN, 2015 §69). Leading up to Addis 
Abba, the main proponent of blended finance had been the private-sector development arm of the 
World Bank (BWP, 2013). In the mid 2000s, the Bank argued in a flagship report that international 
aid had to be re-thought as a vehicle to ‘crowd in’ SDG-aligned private investment (WB, 2015). 
Around that time, the WEF and the OECD also each published ‘how-to’ guides and regular surveys 
of blended finance mechanisms.

The turn to incentivizing private finance for global health was not without its critics. They 
pointed out early that blended finance mechanisms lacked demonstrable development effects, 
were hard to monitor and evaluate, and remained weak on country ownership, transparency and 
accountability (e.g. Light, 2011; EURODAD, 2013; Pereira, 2017; Mawdsley & Hughes-McLure, 
2024). Despite such criticism, several blended finance mechanisms were expanded five years 
later, as part of the Covid-19 pandemic. To fight the pandemic, the World Health Organization 
(WHO), the G20, donors from the European Union (EU), the Bill and Melinda Gates Foundation 
and several leading global health organisations co-created a new organisational alliance in April of 
2020, called the Access to Covid-19 Tools Accelerator (Act-A). Act-A was going to fight the pan
demic by supporting the development, production and distribution of Covid-19 tests, treatments, 
and vaccines. Its vaccine arm, Covax, aimed to accelerate the development and manufacturing of 
Covid-19 vaccines, and tried to guarantee fair and equitable vaccine access for every country in 
the world.

Covax was led by WHO and two corporate-friendly PPPs, called Gavi, the Vaccine Alliance, and 
the Coalition for Epidemic Preparedness Innovations (CEPI). Over the course of Covax’ existence, 
from April 2020 until December of 2023, it attracted US16.4bn, or roughly two thirds (68%) of all 
funding to Act-A (WHO, 2023). To do so, it combined regular requests for public donations (via 
‘replenishment rounds’), with two blended financing instruments, namely bond-based borrowing 
through IFFIm and donations to matching funds. Covax also used blended financing for spending 
money. CEPI subsidised vaccine manufacturers directly, while Gavi planned to use pull-subsidies as 
part of buying vaccines, through a sub-section of Covax called the ‘Gavi Covax AMC’. It is unsur
prising that Covax expanded the use of blended finance instruments, given that its co-leads, Gavi 
and CEPI had spearheaded the use of IFFIm bonds, matching funds, and subsidies to corporations 
in the past.

Gavi and CEPI continue to promote blended financing today, arguing that IFFIm should serve as 
an example for development financing everywhere (Lay, 2024), that matching funds are crucial to 
stop Malaria (Gavi, 2024b), and that future African vaccine production will require new AMCs 
(Gavi, 2023) and additional, mostly unspecified international subsidies (CEPI, 2024).

Materials and methods

We chose to focus on these three blended finance instruments following a previous study of Covax, 
as part of which we had analysed over 100 Covax related reports (Stein, 2021). Said study had fore
grounded IFFIm’s vaccine bonds, AMCs and matching funds as highly influential in global health. 
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While many opinion pieces have been written on these and other blended financing instruments, 
we decided to study them empirically in depth. In doing so, we noticed that IFFIm, AMCs and 
matching funds are closely related. They share a history as flagship mechanisms for innovative 
and blended finance, they are often advertised together (e.g. UN, 2011, p. 316) and – as this article 
will show – at times their financing flows intersect.

We relied on three main methods. Firstly, we systematically analysed relevant financial data (c.f. 
Erikson, 2015; Hughes-McLure & Mawdsley, 2022), focusing on Covax’s commitment tracker, 
IFFIm’s annual reports, and the annual reports of Gavi and CEPI since 2020. Secondly, we read 
the relevant grey literature, notably CEPI’s and Gavi’s annual reports since 2020, four evaluations 
of the Gavi Pneumococcal AMC (PCV)4, four internal and two independent reviews of Covax5 as 
well as the entire IFFIm website and all its annual reports. Remaining questions were clarified 
through 16 interviews with global health financing experts who were involved in creating or run
ning IFFIm, AMCs and matching funds as part of global health institutions, or who have studied 
them in detail. Interviews were complemented by engaging with written material published by 
interviewees.

Results

1. IFFIm: Using aid to borrow from the private sector

IFFIm is one of the most important blended financing mechanisms in international development. It 
spearheaded the socially responsible investment (SRI) movement (IFFIm, 2019; Hayes, 2013; 
IFFIm, 2022), was mentioned in Doha and Addis Ababa as an example of development financing 
to emulate (UN, 2011, p. 12; UN, 2015, p. 32), and it is meant to serve as proof of concept for finan
cing development challenges of all kinds, whether in health, education or infrastructure (de Molina, 
2008, p. 15; IFFIm, 2022).6

Put simply, IFFIm is an organisation that issues bonds, for an average of around three years, to 
borrow money for global vaccination efforts from private investors. When the bonds come to 
maturity, the borrowed money (the ‘principle’) is returned to investors. In the meantime, IFFIm 
pays interest (‘coupon’) on its loans. What is special about IFFIm is that its bonds are backed by 
aid, both actual and pledged. IFFIm’s donor countries provide it with aid and make legally binding 
pledges of future aid provision. IFFIm then issues bonds against the aid that it already has received 
and against aid that it expects to receive in the future. It spends the borrowed money mostly on 
vaccination. Over time, however, donors have to pay back everything that IFFIm has borrowed, 
as well as the investor interest, administrative costs and fees that arise in the process (Figure 1
for a simplified example).

The idea of bond-based borrowing for global health initially goes back to a 2001 speech by Gor
don Brown (IFFIm, 2019), who argued as the United Kingdom’s Chancellor of the Exchequer that 
reaching the MDGs would require large amounts of aid as well as support from the private sector 
(Brown, 2001). Thereafter, he tasked his right-hand executive, the former investment banker and 
UK Treasury advisor Baroness Shriti Vadera with developing a mechanism to increase funding 
for the MDGs in line with his speech.

Vadera and members of Goldman Sachs, thought up a bond-issuing International Financing 
Facility (IFF) to fund the MDGs (Mavrotas, 2003). Yet, they still needed a development intervention 
to test it (IFFIm, 2019). By 2003, an employee of the Gates Foundation called Rajiv Shah (now Rock
efeller Foundation) had heard about the IFF and together with Gavi’s Chief Financial and Invest
ment Officer Alice Albright suggested to Vadera that Gavi’s immunisation efforts would be perfect 
for the IFF. While IFF’s initial goal of improving ‘human development’ was deemed too amorphous 
to measure, vaccination was more easily quantifiable (Shah, 2023, pp. 39–42). Vaccination had the 
additional advantage of being relatively ‘immediate’, as it was not then assumed to require the con
struction of elaborate infrastructure (Gillespie & Rice, 2007).8
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Vadera insisted that public borrowing to pay for immunisation would require large, legally bind
ing financial commitments by governments of wealthy countries with AAA credit ratings. Unfor
tunately, such commitments were not permitted in several high-income countries as they greatly 
increased public debt and risked locking current and future donor governments into a single aid 
policy for decades (Shah, 2023, p. 41). Yet, such legal impediments could be bypassed with a 
trick: in Europe, public debt limitations could be avoided if aid was ‘conditional’ and might at 
least in theory never be paid out. Therefore, IFFIm’s creators included the condition that IFFIm 
could only serve countries that were not in arrears with their debt payments to the IMF. That 
way, IFFIm pledges could be treated legally as ‘off the books’ of donor-governments (de Molina, 
2008, pp. 23–25; Shah, 2023, p. 45, EUROSTAT 2005). Given that IFFIm now excluded non- 
IMF members (e.g. Cuba and North Korea) and countries that were in ‘protracted arrears’ with 
IMF debt servicing,9 up to 100 million people were officially excluded from the vaccination 
efforts that IFFIm could finance for several years (de Molina, 2008).

To get IFFIm off the ground, the Gates Foundation garnered the support of the British and 
French governments, thereby avoiding having to guarantee the bonds itself (Shah, 2023, p. 41). 
IFFIm’s board then convinced additional highly rated donor countries to make irrevocable and leg
ally binding aid pledges to it. The UK, France, Italy, Spain, Sweden and Norway pledged between 
$27 million over 5 years (from Norway) and GBP 1.4 billion over 20 years (from the UK) (IFFIm, 
2006). Against these pledges IFFIm issued its first bonds worth $1 billion in late 2006. Over time, the 
pool of donors expanded to include South Africa (2007), the Netherlands (2009), Australia (2011), 
and Brazil (2018) and Canada (2023) (IFFIm, 2024b). In total, IFFIm’s 11 sovereign sponsors have 
pledged around $9.7 billion to it, payable until 2037 (IFFIm, 2024a). This has enabled IFFIm to bor
row a total of $8.7 billion from capital markets so far (IFFIm, 2024b).

By July 2019 IFFIm’s mandate expanded from funding Gavi to also funding CEPI, backed by a 
contribution of around EUR 55 million from Norway (NOK 600 million) (IFFIm, 2024b). Once 
Covid-19 broke out, IFFIm received another round of pledges and issued bonds to fund CEPI’s 

Figure 1. IFFIm borrows money from private investors. Over time, IFFIm’s donors pay back the principle and they pay interest, 
administrative costs and fees (simplified7). Source: Own analysis.
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subsidies to Covid-19 vaccine developers and Gavi’s core and Covid-19 programmes respectively 
(see Figure 2).

Gavi did financially very well out of IFFIm, particularly during its early years. IFFIm provided 
Gavi with more than 70% of its funding in 2006, over half of its funding until 2010, and around one 
sixth of Gavi’s programme funding overall (Brunagel et al., 2020, pp. 11–12; FitchRatings, 2024). 
During the early years, IFFIm’s funding to Gavi thereby far surpassed cumulative donor contri
butions (Brunagel et al., 2020, p. 17). It was crucial for fulfilling Gavi’s broad but initially under
funded objectives (Interview 1).

An added attraction of IFFIm was that it could ensure greater funding reliability. Rather than 
depending on the notorious ‘boom and bust’ cycles of pandemic financing, the long-term pledges 
by donor countries locked their governments in for years, sometimes decades, making cash-flow to 
Gavi more predictable. This enabled Gavi and its vaccine distributing partner UNICEF to establish 
long-term purchasing contracts with vaccine manufacturers, and to garner the trust needed from 
recipient countries to expand their immunisation and outreach programmes (Shah, 2023, p. 31). 
Funding reliability became more relevant over time. From 2015, Gavi decided to drastically broaden 
IFFIm’s mandate from paying for vaccines to a. financing Gavi more generally b. trying to reshape 
international vaccine markets c. installing cold chain equipment in remote areas and d. serving as 
emergency financing for unforeseen infectious disease outbreaks (Brunagel et al., 2020, p. 13; 
IFFIm, 2019). All these activities benefited from reliable cash-flows.

IFFIm also had important downsides of which we will mention three. Firstly, it is expensive. As 
of the end of 2023, IFFIm holds that the average borrowing cost of all its bonds since inception is 
just 0.07% (‘seven basis points’) above the average borrowing cost of its donor countries.11 Based on 
these costs alone, borrowing through IFFIm makes little financial sense for donor countries with a 
better credit rating than IFFIm.12 Yet, we expect IFFIms real costs, which will only be known when 
it eventually shuts down, to be much higher. That is because IFFIm incurs tens of millions of dollars 
in administrative costs for its many financial intermediaries who help issue the bonds, including 
lawyers, auditors and consultants. Taken together, interest payments plus administrative costs 
have so far amounted to $243 million or 4% of all disbursements made.13 On top of that IFFIm reg
ularly pays additional funds to investors as part of principle reimbursements.14 Its internal com
plexity, declining credit rating, and a recent unfavourable evaluation by the French government 
(Brunagel et al., 2020) risk pushing up IFFIm costs beyond 10% of disbursements. This is a 

Figure 2. IFFIm sovereign sponsor have pledged billions of dollars to it. Pledges in $ million, 2006-2037.10 Source: IFFIm, 2024c, p. 
12.
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conservative estimate, as a previous World Bank-hosted financing mechanism that also issued vac
cine bonds ended up costing much more.15

A second downside is that IFFIm reduces transparency in international aid financing, in part, 
because of how complex it is. It receives donations in eight different currencies, issues bonds in 
seven different currencies, and does all this over decades. To reduce the risks associated with inter
est rates and currency fluctuations, it relies on swaps, which make it hard to know how much money 
IFFIm holds at any given moment.16 To keep a positive investment rating, it also holds back some
where between a quarter to a third of pledges, as well as liquid assets worth a year of debt servicing 
(de Molina, 2008, p. 21; FitchRatings, 2024). In the past, IFFIm has also founded a daughter com
pany in the Cayman Islands to issue sharia-compliant ‘Sukuk’ bonds. Given this complexity, NGOs, 
policy makers and even people involved in running IFFIm have a hard time making sense of it or 
knowing how much it pays in interest and other costs exactly (Interview 3; c.f. Pearson et al. 2011; 
Crocker-Buque & Mounier-Jack, 2014).

IFFIm adds to this complexity, with an unclear organisational structure. It might simply be con
sidered a ‘special purpose vehicle’, i.e. a legal entity created by Gavi and the World Bank to raise 
funds for Gavi and carry the financial risk associated with it. Yet, given that IFFIm has the Bank 
as its Treasury Manager it can also be considered an international development organisation 
(IFFIm, 2022; 2023). De jure, IFFIm is incorporated as a limited liability company in the UK, whilst 
also being registered as a charity with the UK Charity Commission. Yet, IFFIm has no employees, 
outsourcing all accounting and treasury activities to the World Bank, and all administrative work to 
its main beneficiary Gavi (2023). The fact that IFFIm is in part run by its main beneficiary obscures 
IFFIm’s operations and cost accounting.

Externally, IFFIm also obfuscates aid allocation as commitments to it do not have to appear in 
the public debt calculation of all its donor countries (Brunagel et al., 2020, p. 14). In France, for 
example, contributions to IFFIm are paid through an extra-budgetary fund. While Gavi and associ
ated organisations consider this an advantage for donors, it limits parliamentary and public over
sight. In addition, IFFIm makes the World Bank more opaque, by contributing to its reliance on 
trust funds (c.f. Winters & Sridhar, 2017).

A third disadvantage of IFFIm is that it locks in donor countries’ aid policies for long stretches of 
time. When their governments change, long-term aid pledges to IFFIm cannot change with them, as 
breaking with legally binding financing pledges would reduce donor countries’ credit ratings. IFFIm 
board members have in the past had the task of explaining this inconvenient fact to incoming gov
ernments (Interview 1). One of our interviewees, who had studied IFFIm in depth, considered this 
an advantage for donor countries, as they now commit on fewer occasions to larger amounts of aid 
(Interview 8). Policy makers and the voting public of donor countries, however, may consider this 
reduction of aid allocation flexibility to be a disadvantage.

2. AMCs or ‘pull-subsidies’

While subsidies have been used in global health for a long time, in recent years they have come in 
the new and interesting form of AMCs. AMCs for vaccines are the brainchild of economist Michael 
Kremer, who first spelled out the idea in some detail in 2000. The problem he sought to address was 
that diseases like malaria, tuberculosis and HIV killed millions of people annually, but research on 
vaccines against them, often conducted by private firms, remained insufficient (Kremer, 2000a, p. 
35). Pharmaceutical companies, he argued, were discouraged from vaccine research and develop
ment (R&D). They risked either not having a big enough market for future vaccines, as purchasing 
power in lower income countries is limited, or being stripped of profits by unfavourable govern
ment regulation upon vaccine development. In both cases, they might not recoup R&D costs. Kre
mer therefore suggested that governments of high-income countries commit to compensate 
companies once they managed to develop a successful vaccine for specific neglected diseases. 
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Compensation would happen as part of vaccine sales, either in the form of tax credits, or via vaccine 
price top-ups that donor countries could provide when lower income countries bought vaccines.

Like IFFIm, AMCs involve legally binding commitments. These are promises of future subsidies, 
that seek to nudge pharmaceutical companies into more R&D for globally required vaccines. Their 
advantages are that they leave it up to companies themselves to decide whether and how vaccines 
could best be developed. This makes them an attractive alternative to R&D prizes, which risk being 
too constraining, possibly leading corporate innovation away from ‘consumer demand’ (Kremer, 
2000a; Tremonti, 2005, p. 8). They are also ‘results-based’ in that governments only pay, once a suc
cessful vaccine is brought to market (Kremer, 2000a, p. 35). Lastly, they may be a good alternative to 
patents, which provide vaccine manufcaturers with so many benefits that they frequently hinder 
rather than enabled public access to new medical products. Ultimately, AMCs aspire to be much 
more than just another subsidy. They hope to constitute a whole new way of stimulating corporate 
innovation. That is because AMCs see pharmaceutical products as responding to two distinct 
prices: a high price for R&D, to be covered by subsidies paid for by high-income countries for a 
certain period, and a low price for production and distribution, paid for by vaccine purchasers.

While the idea of AMCs is simple enough, the devil lies in the details of their implementation. 
Donor commitments must be credible; recipient countries must decide if they co-finance early vac
cine purchases; vaccine eligibility, pricing and coverage must be determined in advance; and donors 
need a plan if multiple vaccines against the same disease are developed (Kremer 2000b). Given these 
uncertainties, the Gates Foundation requested in the early 2000s that the Washington D.C. based 
Centre for Global Development (CGD) set up an independent working group to study AMC 
implementation (Kremer & Glennerster, 2004, p. x).17 The working group’s report, to which Kre
mer contributed, argued that legally binding commitments worth $3 billion for each priority disease 
constituted ‘a bargain compared with other development interventions [as] each life-year saved 
would cost less than $15’ (CGD, 2005: x). While AMCs had initially been developed to focus on 
technologically distant products, the CGD report argued they could also target products at a late 
stage of development, such as vaccines against rotavirus or pneumococcus.

A pilot AMC was launched in Rome in 2007 and became operational in 2009 (Gavi, 2024a). The 
World Bank had promoted the idea at the G7, and Italian finance minister Giulio Tremonti had 
presented it with support from the Bank at the G8 (Tremonti, 2005). The AMC focused on a 
second-generation Pneumococcal Conjugate Vaccines (PCV) against viral strains prevalent in 
lower income countries. This was a pragmatic move that promised results quickly (Kremer et al., 
2019, p. 2). Implemented by Gavi, with the World Bank as its treasurer, it eventually gathered 
$1.5 billion in financial support from the governments of Italy, Canada, Russia, Norway and the 
United Kingdom, as well as the Gates Foundation. Donors provided legally binding price-guaran
tees for the first doses of vaccines sold to developing countries. In return they asked companies to 
guarantee vaccine supply for the long term at pre-agreed, low prices. Thereby, the AMC aimed to 
accelerate vaccine development, make vaccines more widely available, increase vaccine uptake and 
serve as proof of concept for future ‘pull funding’ (Gavi, 2010, p. 8).

The AMC ran for slightly over a decade, during which it ‘distributed USD 1.31 billion in subsidy 
to three manufacturers’ (Dalberg, 2021, p. 17). 47% of funds were paid to Pfizer ($698 million), 36% 
went to GSK (540 million), and 5% were given to the Serum Institute of India (SII, $75 million). The 
remaining 13% of funds ($188million) were funnelled into Covax or otherwise re-allocated 
(Figure 3).

The impact of these subsidies to private corporations remains disputed. Kremer and colleagues 
hold that the AMC encouraged R&D and improved global PCV vaccine distribution (Kremer et al., 
2020). Their evidence is that PCV coverage for children is higher in GAVI than in non-Gavi 
countries; that PCV coverage grew faster than coverage for rotavirus, for which no AMC exists; 
and that prices for PCV are lower under the AMC than outside it (Kremer et al., 2020). This 
view was shared by one of our interviewees. However, Gavi’s most recent AMC Outcomes and 
Impact Evaluation, is much more pessimistic. It did not find evidence that the AMC had accelerated 
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new product R&D, because interviewed manufacturers did not say it did, and because one PCV 
reached the market five years later than anticipated (Dalberg, 2021). While vaccine supply greatly 
increased from 3 million doses per year in 2010 to 150 million per year in 2017, whether and to what 
extent this can be attributed to the AMC remains uncertain: accelerated PCV uptake was likely dri
ven by advocacy, not by AMC commitments (Dalberg, 2021). Evaluators also concluded that the 
AMC was ‘relatively ineffective at driving price competition’ as the third major manufacturer, 
SII, entered the market late, and PCV remains one of the most expensive vaccines in the Gavi port
folio (Dalberg, 2021, p. 7)

Just like for IFFIm, AMC costs and cost-effectiveness are very hard to measure. The biggest pro
blem is that participating pharmaceutical companies have refused to divulge their vaccine manu
facturing costs, which are crucial for its assessment. As one of our interviewees put it: 

‘We ended up paying a tail price of around three dollars a dose. It was some quite big number. And there’s no 
way that vaccines cost three dollars a dose, right? It’s just not realistic. And when you talk to pharmaceutical 
companies, they affect not to understand what you mean’ (Interview 13).

AMC administrative costs are also likely high, given its internal complexity (Figure 4).
Once Covid-19 was recognised as an urgent global health concern in early 2020, the idea of an 

AMC was turned from an early attempt at ‘market shaping’ that serves lower income countries into 
a crisis response mechanism that serves the world at large. For example, economists including Kre
mer argued in May 2020 that vaccine manufacturers needed price guarantees to develop Covid-19 
vaccines. The existing AMC, they claimed, had ‘led to the successful development and distribution 
of hundreds of millions of doses of vaccine and saved an estimated 700,000 lives’ (Athey et al., 
2020). Therefore, the US government should ‘create a Covid-19 vaccine AMC, guaranteeing to 
spend about $70 billion on new vaccines’. It would consist of vast buying commitments worth 
around $30 billion (‘pull incentives’), partial reimbursements for increased production capacity 
(‘push incentives’), and guarantees that the government would not expropriate intellectual property 
or drive down vaccine prices through regulation to a point where companies cannot recover invest
ments (Athey et al., 2020).

Kremer’s lessons were also supposed to be integrated into Covax, which consisted of two vaccine 
buyers’ clubs. While the ‘Covax Facility’ was meant to enable pooled procurement and equitable 
distribution of Covid-19 vaccines for countries that could afford to buy them, the ‘Gavi Covax 

Figure 3. Over 80% of allocated PCV AMC funds have gone to Pfizer and GSK. Fund allocation of the PCV AMC, 2010–2020. 
Source: Dalberg (2021, p. 18).
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AMC’ used ODA to procure vaccines for 92 countries which could not afford to buy them. Both the 
Facility and the ‘Gavi Covax AMC’ had initially been designed to make vaccines quickly accessible 
and affordable via push and pull funding (Cooper et al., 2023, pp. 22–24). However, their ‘market 
shaping’ ambitions were soon abandoned. It turned out that Covax had neither the funding nor the 
time to establish the detailed and legally backed sets of rules and conditions that might have allowed 
it to develop pull subsidies (Cooper et al., 2023, pp. 24–25).

One moment when Covax tried to emulate its PCV AMC predecessor did not achieve the desired 
effect: as Covax was still in the making, Gavi prepaid $300 million in Advanced Purchase Agree
ments to the SII, with the understanding that the money would be used to build additional man
ufacturing capacity for vaccines dedicated to Covax AMC participants. Yet by early April 2021 
the Indian government banned vaccine exports, and most of the SII doses produced in 2021 
ended up being used in India (Cooper et al., 2023, p. 26). This event highlighted the political 
risk involved in providing large-scale subsidies to corporate actors who operate across international 
boundaries. While Covax’s AMC mostly did not provide pull-subsidies, being one in name had the 
questionable advantage that it ‘enabled the donors to the pneumococcal vaccine AMC to repurpose 
$187.5 million in unused funds from that initiative to the Covax AMC in June 2020’ (Cooper et al., 
2023, p. 24).

Despite Covax’ shortcomings, the idea of using aid to subsidise corporate vaccine development 
lives on, spearheaded by Gavi and CEPI. Together with the African Union and Africa Centre for 
Disease Control, Gavi recently announced a plan to ensure that 60% of the vaccines required in 
Africa are produced locally. This plan involves a new ‘African Vaccine Manufacturing Accelerator’ 
(AVMA). Over ten years, AVMA provides up to $1.2 billion in push and pull financing (minus 
operating and financing costs) to develop African vaccine manufacturing and strengthen African 

Figure 4. PCV AMC operations. Source: Dalberg (2021, p. 18).
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vaccine supply (Gavi, 2024). Subsidies are limited to vaccines in Gavi’s portfolio that are WHO pre
qualified, and that are either ‘fully manufactured’ or filled and finished on the African continent 
(Gavi, 2024c). Push and pull subsidies are capped at $250 per manufacturer. While Gavi has not 
yet published its estimated operating costs, the EU seems interested in the idea. It recently pledged 
€750 million to AVMA (EC, 2024c).

3. Matching funds to mix public and private donations

A third important blended financing mechanism in global health are matching funds, i.e. funds 
from which money is only released once third-party contributions have been raised that meet 
initially agreed upon eligibility criteria. Contributions tend to be released at a pre-determined 
ratio (often 1:1). Historically, such funds have been widespread in the United States, linking chari
table giving by employers and employees (Jamison, 2018, p. 8). In recent decades, governments in 
North America and Europe have also been involved in matching funds, thereby turning them into 
blended finance mechanisms. Such public-private matching funds are now used in US political 
campaign financing, where public matches are used to increase the number and diversity of 
small donor contributions (Malbin et al., 2012). They also fund the arts, education and the press. 
In recent decades, the World Bank has discovered matching grants mostly to support small and 
medium enterprises (SMEs) (WB, 2019). By matching SME investments, the Bank tries to ensure 
grant recipient buy-in into its development approaches and policy goals. Similarly, the Global 
Fund (2024) uses matching funds to nudge country governments towards its own strategic 
priorities.

Gavi has relied on matching funds to attract private sector donations since 2011. The Gavi 
Matching Fund was initially established with help from the Gates Foundation (pledging $50 million 
to it) and the UK’s Department for International Development (pledging $61) (Gavi, 2024b). Over 
the following five years, the fund received another round of public sector contributions from the 
Netherlands (EUR10 million) and a substantial amount of Gates money ($75 million). From 
2020 until 2025, the Netherlands and the UK have provided another total of $60 million, with 
Gates providing an additional $45 million.

So far, however, matching funds have only had mixed success. Against a total of $297 million in 
public sector and Gates pledged from 2011 until 2025 ($133 million and $164 million respectively), 
the Gavi matching fund only raised $266 million in private sector donations. This may sound like a 
lot, but it constitutes only around 1% compared to the over $32 billion that Gavi received in public 
sector contributions during that same period (c.f. Gavi, 2023). Even in times of acute crisis, private 
sector donations were in no position to meet public health funding needs or match public spending. 
Out of the 16.4bn dollars given to Covax since 2021, only around 2.5% of funding was provided by 
private sector donors other than the Gates Foundation (WHO, 2023).

Still, much ink and effort are spent on spurring private sector financing through matching funds. 
As debates arose as to where to house the new Pandemic Fund in 2021, one of the key advantages of 
setting it up as a World Bank financial intermediary trust fund, was that this could mix private sec
tor and public sector donations. Additionally, Gavi is currently using a matching fund to promote 
malaria vaccination. Backed by pledges from the United Kingdom it will match the first £2 million 
of new pledges from the private sector at a ratio of one to one (Gavi, 2024).

Discussion

The three blended financing instruments described above have important limitations. They are 
highly expensive (IFFIm and AMCs), of questionable effectiveness (AMCs and matching funds), 
they are untransparent (IFFIm and AMCs) and do not provide substantive amounts of additional 
aid (IFFIm, AMCs and matching funds). Despite these shortcomings, all three have expanded their 
mandates beyond their original raison d’être. IFFIm, AMCs and matching funds had initially been 
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developed in global health as tools to spur vaccine R&D against neglected diseases. During the 
Covid-19 crisis, they were used with mixed success as emergency funding tools against a global pan
demic. Today they live on in attempts at regionalising global vaccine manufacturing and funding 
global public goods. We therefore ask why they remain so popular in global health circles, and 
in development circles more broadly. We hold that the answer can be found by identifying the 
structural drivers of blended finance, the interests of key powerful actors, and the main ideas 
that support them.

In terms of structural drivers, the rise of blended finance is associated with a worldwide decline 
of corporate tax rates, the rise of financialization and corporate power, and a relative decline of pub
lic multilateralism (Bull & McNeill, 2007; EURODAD, 2013; Hunter & Murray, 2019; Labonté, 
2022; Stein & Sridhar, 2018). Given these trends, public budgets on a national and multilateral 
level are under strain. Turning to blended finance is an attempt to deal with this problem, by giving 
a greater role to the private sector, through PPPs and blended finance (Gabor, 2021). This approach 
was chosen rather than the alternatives favoured by several global health scholars, namely general or 
health-specific taxation (e.g. Ghebreyesus & Clark, 2023) or better industry regulation, including 
reforms to the global governance of intellectual property (IP). As several interviewees told us, a 
pro-private sector solution was clearly preferred by the Gates Foundation, when it began financing 
the development of AMCs: 

‘There was one topic that we were not funded to work on [by the Gates Foundation] and that was anything 
related to changing Intellectual Property in the health sector. That was a parameter that we took and lived with 
for the AMC project’ (Interview 10; also Interview 1).

Apart from structural factors, several interested parties drive the shift to blended finance. 
‘Blended finance entrepreneurs’ often stand to gain directly from the mechanisms analysed here. 
Private sector investors are paid competitive interest rates as part of lending to IFFIm, vaccine 
developers receive direct and indirect subsidies, and the many corporate intermediaries earn a liv
ing by keeping blended financing mechanisms going – think investment banks, lawyers, consultants 
and accountants (c.f. Hughes-McLure & Mawdsley, 2022). Several global health institutions have 
also benefited directly: Gavi, for example, has become a major player in global health, receiving 
over $19 billion18 for IFFIm and AMC initiatives, while CEPI has received $272 via IFFIm in recent 
years (Gavi, 2023). The World Bank also gains from IFFIm and AMCs, both by charging fees for its 
services as treasurer, but also by maintaining its influence as a global broker for the private sector 
(Stein & Sridhar, 2017). Philanthropies, such as the Gates foundation, stand to gain indirectly, 
benefitting from tax advantages, insights into future policy decisions, and political influence 
when convincing public sector donors to follow their policy ideas. The dividing line between 
these interested parties is not hard and fast, such as when former World Bank executives who 
now work for asset management firms are also on the Board of IFFIm and call for new IFFIm- 
like mechanisms on Gavi’s website (c.f. Lay, 2024).

It is worth pointing out that most of the institutional winners analysed here are headquartered in 
the global North. This is true for the PPPs, the Gates foundation and the World Bank, but also for 
subsidy recipients of the PCV AMC for example, which spent a total of $ 1.2 billion on US-based 
Pfizer and UK-based GSK. While matching funds did not constitute a source of private profit, they 
have certainly delegated some power over health policy to corporations and private donors, whilst 
also serving as an excellent marketing tool for Google, Visa, Toyota etc. Whether and to what extent 
blended financing mechanisms could be decolonised remains unclear (cf. McCoy et al., 2024).

Crucially, the popularity of blended finance relies on a set of ideas which create a supportive dis
course (c.f. Cox, 1983; Bøås & McNeill, 2004; Swinkels, 2020). The primary ideational basis is the 
‘Wall Street Consensus’, i.e. notion that one should think of development primarily as ‘derisking’ 
corporate investment (Gabor, 2021; also Stein, 2021). This is achieved in part by producing new 
asset classes that extend state reliance on private capital (e.g. Erikson, 2019). IFFIm is a good 
example of how this assetization of global health works in practice. AMCs exemplify the logic of 
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development as de-risking, while matching funds partially outsource public fund allocation 
decisions to private sector donation drives. In our research for this paper, three additional ideas 
were foregrounded as motivating the public shift to blended finance.

Firstly, blended financing mechanisms are constantly presented as ‘innovative’, a quality which 
seems to be unequivocally interpreted as positive. When IFFIm was created, it beat alternative 
financing options – such as working through the multilateral development banks – because the lat
ter ‘were quite simply not seen as new concepts’ (Pearson et al., 2011). In view of the criticisms of 
innovative financing following the 2008 financial crisis, IFFIm’s proponents sought to present it as a 
both new and innocuous. 

‘The major challenge for the World Bank and the bond underwriters was to successfully argue that IFFIm was 
the latest variation on supranational financing rather than either a structured asset backed security or an emer
ging markets collateralised debt obligation’ (Pearson et al., 2011, p. 85).

Similarly, running IFFIm as a ‘special purpose vehicle’ (SPV) was rejected by its former Chairman: 

‘It could have all been done through an SPV borrower located offshore but […] a UK charity has got substance 
and is a regulated entity. […] I think the rating agencies wished to see it as an entity of some substance rather 
than just an SPV’ (Gillespie & Rice, 2007, p. 81).

The fact that AMCs are considered innovative equally increased their appeal – most notably 
to financial specialists and finance ministers, heavily involved in its creation (Interview 14). 
According to one of our interviews, they ‘were excited about this [because] they really liked 
the kind of economic elegance of it’ (Interview 10). Tapping into the trend of ‘results-based 
financing’ and hoping to create a major alternative for funding pharmaceutical innovation 
was exciting. It helped build positive brand recognition among experts when creating the 
Gavi Covax AMC (Interview 14). Until today, the positive connotations of innovation have hin
dered debates as to whether and at what cost such mechanisms manage to attract finance for 
development purposes; debates that contemporary discussions of ‘market shaping’ should 
make unavoidable (e.g. Mazzucato, 2016).

A second idea driving blended finance is the frequently deployed notion of urgency, often even 
crisis. The creation of Gavi was a response to the urgent problem that ‘children in poor countries 
were dying every day of preventable diseases that our children in the North were not dying of’ (Gil
lespie & Rice, 2007). Once Gavi existed, IFFIm was an attempt to pull potential future spending on 
vaccines by donors into the present by securitising it today. Similarly, the pneumococcal vaccine 
was chosen for the first AMC ‘because also the mortality and morbidity rates in developing 
countries were terrible, compared to what was happening in developed countries’ (Interview 14). 
The AMC also tries to speed up processes in which vaccines ‘would normally reach lower-income 
countries 10–15 years after their introduction in high-income countries’ (Gavi, 2020) by making 
potential future vaccine payments legally binding today. Matching funds guarantee future public 
sector payments as soon as future private donations will have been received. Each blended financing 
mechanism analysed here tries to speed up the world by committing to future activity, already 
today. IFFIm even had to invent aid ‘conditionality’ rules to bypass existing laws that limit present 
day financial commitments to future corporate support.

A sense of crisis and urgency can justify drastic measures that are not fully tried and tested, 
and stifles critical scrutiny (Klein, 2007). Asking whether blended finance mechanisms are cost- 
effective, or whether the public or the private sector should pay for them is often profoundly 
unwelcome. Instead, policymakers are expected to accept that urgent solutions cost more. 
Both IFFIm’s bond-based lending and AMC subsidies turn some public aid flows into private 
sector revenues, either as bond coupons or as corporate subsidies, while matching funds increase 
the power of private spending in public policy. Before the next crisis can be declared, we there
fore need to ask whether too much ODA is not being captured by investors and to pharma
ceutical companies.
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A third idea that dominated our research findings was the conviction that global health should 
both have a positive social impact and create new sources of private profit, a stance commonly 
referred to as ‘doing well by doing good’. Everyone we interviewed was highly motivated to improve 
the lives of those in need. ’One of our interviewees described their involvement in AMCs as a "mile
stone" in their career, giving the opportunity of working on a worthwhile initiative, worthy of large 
amounts of taxpayer money (Interview 14)’. Shah (2023) considers the co-creation of IFFIm to be 
one of his life’s greatest achievements, and a member of Gavi pointed out with pride in an interview 
that we should not forget matching funds when speaking about innovations in finance (interview 4).

At the same time, the creators of blended financing mechanisms understand that attracting pri
vate capital means appealing to corporate incentives of profit-maximisation. Attracting the trillions 
of dollars in liquid private capital that could be used for development purposes means providing 
investors and businesses with a commercial return (Gillespie & Rice, 2007, p. 83). Therefore, 
IFFIm’s coupon rates were set to be competitive with those of non-social impact bonds. As one 
of its founders told us: 

‘I think this was one of the first ever social impact bonds to be issued in any scale [and] the great thing was we 
satisfied investors by giving them an appropriate financial return and by giving them an appropriate moral 
return as well’ (Interview 1).

Similarly, the creation of AMCs is based on the premise that policy makers must primarily cater to 
corporate prerogatives. Matching funds, merely invite donations, rather than making more challen
ging demands on corporate actors.

When asked about potentially ‘overpaying’ the private sector in its desire for making a profit, 
several interviewees steered the conversation to the social value of vaccines: 

‘Overpaid is an interesting concept. There is enormous surplus in having good medicines, right? Antibiotics 
have a huge social surplus and their value to humanity greatly exceeds their cost. What we’re left arguing about 
is who captures that value. Is it the individual citizen or the governments paying for this or is it drugs com
panies and their shareholders? […] Provided that the price that’s being paid is less than the overall value to 
humanity of having it but more than the cost of manufacturing, you’re in the zone in which it is good that 
you’re doing it. […] The more you pay for it, the more you extract from the government, giving it to drug 
companies. […] Of course, you have the option to tax drug company profits, if their profits are very high. 
You can recover government spending. What governments shouldn’t want to do, but are often tempted to 
do, is to try to pay the lowest possible price for everything. The danger of doing that is that you go below 
the price that incentivizes a private sector response and the thing doesn’t get developed or doesn’t get pro
duced. That is strictly worse’ (Interview 13).

Justifying blended finance instruments with reference to the social value of vaccines is also com
mon in much of the grey and peer-reviewed literature we considered. Yet, it does not address the 
problem that many public health interventions beyond vaccines are of great social value and 
that blended finance compares unfavourably with traditional ODA. As an early independent evalu
ation of IFFIm put it: 

‘Had donors met their international aid commitments and provided the resources required to achieve the 
MDGs, up front IFFIm funding would not have been needed. As such, IFFIm represents, at best, a second 
best solution to the development financing problem’.

Conclusion

Blended financing mechanisms have long served as pilots for involving the private sector in global 
health, but their record in doing so is weak. IFFIm is on track to be a highly expensive, untransparent 
and in many respects distorting the use of ODA. AMCs have provided large pharmaceutical compa
nies mostly based in the global North with over $1 bn in subsidies, but in the absence of transparent 
vaccine production costs it is impossible to assess subsidy effectiveness. Matching funds have induced 
some private giving but are of minor significance given the vast global health financing needs. Still, 
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blended finance instruments continue to be regarded favourably in policy circles. Their success is not 
just due to structural developments and the work of interested parties, but also driven by ideas of 
innovation, urgency and the social impact of anything vaccine related. Much greater critical scrutiny 
is required of the initiatives themselves and of the interests and ideas that support them.

Notes
1. This definition builds on OECD (2018) and UNFDO (2023: 90).
2. Our definition thus has a temporal aspect to it and focuses on development finance additionality. For 

additional definitions, see Mawdsley and Hughes-McLure (2024).
3. The term ‘blended finance’ would soon become as popular as its predecessor ‘innovative finance’. Compare for 

example ‘blended finance’ and ‘innovative finance’ on Google Ngram viewer https://books.google.com/ngrams/
4. Namely The Baseline study of 2011 and subsequent evaluations by Dalberg in 2013, the Boston Consulting 

Group in 2015 and Dalberg in 2021. They can be found at https://www.gavi.org/our-impact/evaluation- 
studies/pcv-amc-pilot-2nd-outcomes-impact

5. Namely Gavi’s ’Preliminary Assessment of COVAX’s impact in lower-income countries’, ’Lessons managing 
the COVAX Strategic Coordination Office’ and ’10 Learnings for the Alliance from the COVAX Humanitar
ian Buffer’ from 2023, ’COVAX: key learnings for future pandemic preparedness and response’ from 2022 
available here https://www.gavi.org/news-resources/knowledge-products and COVAX’s evaluations by Itad 
from 2022 and 2023 available here https://www.gavi.org/programmes-impact/our-impact/evaluation- 
studies/gavis-Covax-facility-and-Covax-amc-evaluability-assessment-evaluation-design-study

6. Thus IFFIm has inspired the development of the International Finance Facility for Education (https://iff- 
education.org), the Water Finance Facility (https://waterfinancefacility.com) (French Evaluation 2020) and 
the development of ’blue bonds’ to clean the world’s oceans.

7. For a diagramme of IFFIm that highlights its complexity, see Hughes-McLure and Mawdsley (2022).
8. This assumption has recently been challenged by Gavi’s increasing investments in cold-chains.
9. ’Being in protracted arrears’ means being six or more months overdue in settling financial obligations with the 

IMF. This was for example the case for Sudan up until May 2021 (IMF, 2024).
10. While the United States (US) is the second biggest donor to Gavi [after the UK(Gavi, 2023)], it does not funnel 

contributions through IFFIm. This is due to the US’ more restrictive budgetary rules, as part of which legally 
binding multi-year aid commitments would require Congressional approval (Ketkar, 2012).

11. This spread has grown in recent years as IFFIm’s ratings have declined (IFFIm, 2023a; Brunagel et al., 2020, p. 24).
12. At the time of writing, these include the UK, France, Norway, Sweden, the Netherlands and Canada.
13. I.e. US$ 180 million in Interest payments plus US$ 63 million in administrative expenses compared to US$ 5 

391 million in disbursements (IFFIm, 2023b, p. 20).
14. That is because IFFIm has issued several bonds at a discount, meaning it pays back more in principal than it 

initially receives. These costs are currently hidden as mere ’principal repayment’ (IFFIm, 2023b, p. 20). A first 
independent review expected IFFIm to incur administrative costs above 4% (Pearson et al. 2011). Other aca
demic experts expect IFFIm to end up incurring costs ranging from 5% to 10% (Interview 3) to over 30% 
(Hughes-McLure & Mawdsley, 2022).

15. The Pandemic Emergency Financing Facility (PEF), which ran from mid 2016 until mid 2023 also relied on 
private bond investors. It spent 30% of its available funds on bond coupon and other costs (US$110,6 million) 
and used only 69% (US$257,2 million) for outbreak responses (WB, 2021, p. 5).

16. IFFIm can exchange its foreign currency cash flows into US dollars for a pre-agreed rate with the World Bank. 
In its accounting, IFFIm values some, but not all of its money based on these swaps.

17. The Gates foundation also awarded an endowment grant to Harvard University creating the ’Gates Professor
ship of Developing Societies’ (Harvard University, 2004, p. 63), which Kremer came to hold.

18. Adding all Total Proceeds for IFFIm PCV AMC, COVAX AMC, and COVAX AMC IFFIM from 2000 until 
2025.
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