CENTER

FOR

GLOBAL
DEVELOPMENT

The Commitment to Development
Index: 2023 Edition

Methodological Overview Paper

September 2023

Beata Cichocka, Edward Wickstead, Ian Mitchell

Center for Global Development

Contact
bcichocka@cgdev.org


mailto:bcichocka@cgdev.org

Contents

INTRODUCTION 1
Aim of the Commitment to Development Index 1
THE APPROACH AND EVOLUTION OF THE CDI 2
What Does the CDI Assess? 2
Underlying Principles of the CDI 4
The Conceptual Evolution of the CDI 4
Background on the 2018-2020 Holistic Review 5
CDILATEST DEVELOPMENTS 7
What's New in 20237 7
New Indicator: Corporate Tax Rate Alignment 7
New Indicator: Climate Target Ambition 7
Other Methodological Refinements 8
Download the Full Data Model 8
Treatment of Russia’s 2022 Invasion of Ukraine 8
Limitations and Challenges of Accounting for Intra-State Conflict in the CDI 9
METHODOLOGICAL ISSUES ACROSS COMPONENTS 1
Income-Adjusted Scores: Comparable Assessment of Countries at Different Levels n
Income Weighting: Giving Credit for Policies that Benefit the Poorest 12
Approaches to Missing Data 14
Three Standard Approaches 15

Note on Landlocked Countries 15

Which Countries Fare Worst on Transparency? 15
Time Series and Back-Calculation 16
Terminology 16
Weighting and Scaling 18
Scoring Direction 18
The Full 2023 CDI Structure 18
DEVELOPMENT FINANCE COMPONENT 20
Why is Concessional Finance Important for Development? 20
Structure 20
Development Finance 21



Development Finance Quantity

21

Finance for International Development: Structure and Approach 21
Finance for International Development Sources and Coverage 22
Development Finance Quality 24
Poverty Focus 25
Fragility Focus 25
Transparency. 26

Tied Status 26
Country Ownership 27
Multilateral Quality 29
Further Reading 30
INVESTMENT COMPONENT 31
Why Are Investment and Financial Transparency Important for Development? 31
Structure 31
Investment Standards 32
Anti-corruption 32
Business and Human Rights 32
Natural Resource Governance 33
Financial Secrecy 33
Limiting Banking Secrecy 34
Extractive Country-by-Country Reporting 34
Public Statistics 34
Anti-Money Laundering 35
Automatic Exchange of Information 35
Bilateral Treaties 35
International Legal Cooperation 35
Beneficial Ownership 36
Investment Agreements 36
International Investment Agreements 36
Corporate Tax Rate Alignment 37
Corporate Tax Rate Alignment 37
Further Reading 38
MIGRATION COMPONENT 39
Why Is Migration Important for Development? 39
Structure 39
Migrants 39
Immigrant Inflow 39




Female Immigrants 40

Refugees 11
Countries which Contribute to Host Refugees Are Therefore Given Due Credit in the CDI. Refugee
Hosting 41

Integration and Protection 41
Integration Policies 41
International Migration Conventions 42

Further Reading 42

TRADE COMPONENT 43

Why Is Trade Important for Development, and for All of Us? 43

Structure 43

Tariffs 44
Tariff Averages 44
Poverty-Weight Average Tariffs 44
Average of All Trading Partners 45
Tariff Peaks 45

Agriculture 45
Agricultural Subsidies 45

Services 46
Services Trade Restrictiveness 46

Logistics 47
Trade Logistics 47

Further Reading 47

ENVIRONMENT COMPONENT 48

Why Is Protection of the Environment Important for Development, and for All of Us? 48

Structure 49

Climate Action 49
Greenhouse Gas Emissions 49
Climate Target Ambition (NDCs) 50
Fossil Fuel Production 50
Fossil Fuel Support 50
Carbon Pricing 51

Sustainable Fisheries 52
Fishing Subsidies 52

Biodiversity and Environmental Agreements 52

Participation in International Biodiversity and Environmental Agreements 52




Further Reading

HEALTH COMPONENT

Why Is Health Important for Development, and for Us All?

Structure

Prevention of Disease

Antimicrobial Resistance

Human Consumption

53

54
54
54
55
55
55

Livestock Consumption

55

AMR Governance

Vaccination Coverage
Measles (MCV2)

Measure: Diphtheria, tetanus toxoid, and pertussis (DTP3)

56
56
56
57

Pandemic Preparedness

Pandemic Preparedness

57
57

International Health Collaboration and Standards

Participation in International Treaties, Codes, and Bodies

Health Treaties, Codes, and Memberships

Global Trade in Health-Related Goods

Tobacco Trade and Supply Chains

Regulation of Tobacco Supply Chains

Export Restrictions on Food and Medical Goods

Measure: Number of Product Restrictions

Measure: Duration of Implemented Export Measures Since January 2020

Further Reading

SECURITY COMPONENT

Why is Security Important for Development?

Structure

Peacekeeping

Peacekeeping Contributions

Financial Contributions

Peacekeeper Contributions

Female Peacekeepers

Sea Lanes Protection

Arms Trade

Arms Trade Volume

Methods for Handling Incomplete National Data on Arms

Conflict Potential of Arms Exports

57
57
58
58
58
58
59
60
60
60

62
62
62
62
62
63
63
64
64
64
65
65
66



Method for Deriving Importer Weights

Participation in Security Conventions
International Security Conventions

Further Reading

TECHNOLOGY COMPONENT

Why Is Technology Creation and Diffusion Important for Development?

Structure

Government Support to Knowledge Production

Government R6D

Tax Incentives for Business RSD

Technology Transfers and Diffusion

Foreign Students

66
67
67
68

69
69
69
69
70
70
70

71

Female Students

71

Research Collaboration

Intellectual Property Rights

Limitations and Issues

Further Reading

ANNEX: FULLLIST OF METHODOLOGICAL ADJUSTMENTS

72
72
73
73

74



Acknowledgements

The authors would like to thank various CGD colleagues — both past and present - for their valuable
contributions to and feedback on the CDI approach. In particular, we would like to express our
gratitude to Anita Kappeli, Lee Robinson, Rachael Calleja, Samuel Hughes, and Euan Ritchie for their
valuable inputs. We would also like to acknowledge the numerous research colleagues who helped us
review and check the data. All views and any errors remain those of the current authors.



Introduction

This document describes the methodology used to calculate the Commitment to Development Index
(CDI) and provides details on the Index’s approach and conceptual evolution.

2023 marks the 20" anniversary of the Commitment to Development Index. Begun in 2003, the CDI is
CGD'’s flagship product, and is based on the latest evidence on what matters most to development,
especially in policies including but also beyond “aid.” Accordingly, the Index comprises eight
components: Development Finance, Investment, Migration, Trade, Environment, Health, Security,
and Technology. Each component is underpinned by a series of indicators of policy effectiveness in
these areas, which are standardised and weighted according to their importance in development. The
CDI uses quantitative measures in each of these components to allow policymakers to assess and
compare theirrelative effortin policies that support or inhibit development, and especially the poorest
countries.

This methodology paper enables users to understand how the Index is calculated and can be used
alongside the workbooks and full CDI model, which make the calculations publicly available. The paper
begins by providing a fuller description of the structure and approach taken by the CDI, including an
explanation of some of its underlying principles. We then provide background on the Index’s
conceptual evolution as well as the latest developments and changes made for the 2023 edition.
Finally, this paper describes why each of the eight components is important for development, and sets
out how that component is calculated.

Aim of the Commitment to Development Index

The CDI aims to start a discussion within and across governments about how policies in the areas
measured affect development, and to draw attention to what policymakers can do to improve their
policies through measuring, scoring, and comparing policy effort relative to country size. The CDI draws
attention especially to policies “beyond aid” which have spillovers for the world's poorest. The purpose
of the ranking is to encourage a “race to the top” on development, including on non-finance policy areas.
Past editions of the CDI have succeeded in getting governments to think more broadly about policy
coherence and development.

The CDI has been widely used by development experts and practitioners to benchmark progress on
policies and coherence for development. The CDI is regularly used in OECD DAC peer reviews and has
formed the basis of a number of discussions at ministerial levels. Officials in several governments—
including Australia, Canada, Denmark, Finland, France, Germany, Japan, the Netherlands, New Zealand,
Norway, Spain, Sweden, the UK, and the US—confirmed that they track the CDI as a performance
measure, and many have drawn on the CDI as an official performance metric for development policy.


https://www.cgdev.org/cdi
https://www.cgdev.org/sites/default/files/cdi2023-component-workbooks.zip
https://www.cgdev.org/cdi

The Approach and Evolution of the CDI

The following section will first provide a broad description of the CDI's current structure, as well as the
approach taken, and some of its underlying principles. It will then provide some historical background
on how the CDI has evolved conceptually and structurally since its inception in 2003, with special
focus on the holistic review which took place between 2018 and 2020. This will provide background
information ahead of the following chapter, which will describe in more detail the latest developments
and changes undertaken specifically for the 2023 edition of the CDIL.

What Does the CDI Assess?

The CDI has a structure with five levels of increasing detail. At the top level, countries get an overall
CDI score, which is composed of the country’s scores across eight policy areas, which we term
components. The eight components are as follows:

e Development Finance (including “aid” and concessional lending)
e Investment
e Migration

e Trade

e Health

e Environment
e Security

e Technology

While components are the level at which most discussion and scoring becomes policy relevant, as
these represent the policy areas we identify as mattering most to development, for representative and
conceptual reasons, we also group these eight policy areas into three themes (Figure 1, below). First,
Development Finance stands as its own theme. This is not simply “aid”; rather it is “Finance for
International Development,” which is more comparable across traditional and emerging providers (in
particular, it includes all cross-border concessional loans). We also assess the “quality” of that finance,
including measures of transparency, poverty focus, and support for the multilateral system. Then
there are Policies on Exchange, covering capital (Investment component), goods and services (Trade
component), and people (Migration component). Through investment and trading opportunities,
countries can develop their economies, and through opportunities for migration, their citizens can
obtain skills, contacts, and capital. Finally, the CDI reflects the growing interest in Global Public Goods
(GPGs): resources that benefit all countries. CDI countries are rewarded for contributing to the
provision and maintenance of the GPGs of Environment, Health, Security, and Technology.

Each component, in turn, has its score determined by scores in a number of indicators, which, in turn,
are underpinned by measures. The full CDI structure, in Figure 5 (page 19), highlights these in full detail.



Figure 1. Commitment to Development Index Organigram
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Underlying Principles of the CDI

The CDI is evidence-based. All components and indicators are based on background research and
discussions with subject-matter experts, and methodological changes to the Index aim to reflect the
latest research and understandings of what matters most for global development.

The CDI focuses on measuring policy effort to enable policymakers to act, though in some places it
also captures policy outcomes which are downstream results of policy effort. This means that we focus
on indicators and measures which are within the control of the ranked country government.

The CDI is also data-driven, based on quantifiable and measurable data. This means that qualitative
deep dives or case studies are not the main focus of the index.

As such, the CDI aims to provide a comparable assessment across all of the 40 ranked countries.
Where appropriate, scores on a component are adjusted by measures - such as population or economy
size (using GDP/GNI) - in order to discern policy effort relative to each country’s capabilities. In other
words, the CDI rates countries in ways that allow normative comparisons, which usually means
adjusting for size. Denmark cannot be expected to give as much foreign aid as Japan, whose economy
is 25 times larger. Similarly, Switzerland cannot be expected to import as much from developing
countries as the United States, but it could have trade barriers as low, which is one of the things the
trade component measures.

The CDI aims to assess the most recent or current policies but, in practice, because of lags in official
data, most information used is lagged by one or two years. We aim to use only indicators for which data
are publicly available, and where the sources are regularly updated. While we are usually unable to
provide data ourselves,' we are committed to collecting the most recent data.

The Conceptual Evolution of the CDI

The Index was originally created in 2003 by Nancy Birdsall and David Roodman. The CDI has
historically been based on background research done originally for each of the seven policy areas:

e Trade: Roodman 2007, Cline 2004,* Moran 20074
e Migration: Grieco and Hamilton 2004,° Lowell 2006°
e Security: O'Hanlon and de Albuquerque 2003’

! Notable exceptions include our bespoke analysis, undertaken with subject matter experts, on issues like arms exports volumes,
sea lanes protection budgets, or legal analysis of the texts of CDI countries Free Trade Agreements and International Investment
Agreements.

2'Production-Weighted Estimates of Aggregate Protection in Rich Countries toward Developing Countries’, 1Jun. 2007,
https://econpapers.repec.org/paper/cgdwpaper/66.htm. Accessed 4 Sep. 2017.

3 Trade Policy and Global Poverty, 1Jun. 2004, https://www.cgdev.org/publication/9780881323573-trade-policy-and-global-
poverty. Accessed 4 Sep. 2017.

4 ‘Rationale for Components of a Scoring System of Developed-Country Support for International Investment Flows to
Developing Countries: Summary of Changes in the Index of Developed-Country Support for International Investment Flows to
Developing Countries’,

https://www.researchgate net/publication/267717528_Rationale_for_Components_of a_Scoring System_of Developed_Count
ry_Support_for_International Investment Flows_to_Developing Countries_Summary_of Changes_in_the_Index_of Develo
ped_Country_Support_for_In. Accessed 4 Sep. 2017.

*‘Realizing the Potential of Migrant "Earn, Learn, and Return" Strategies: Does Policy Matter?’, Jan. 2004,
https://www.researchgate net/publication/242085980_Realizing the_Potential of Migrant Earn_Learn_and_Return_Strategi
es_Does_Policy_Matter. Accessed 9 August 2021.

6‘An Evaluation of an Extended Index on Pro-development Migration Policies’,
https://www.cgdev.org/doc/cdi/2006/lowellMigration.pdf. Accessed 4 Sep. 2017.

7 O’'Hanlon, Michael and Adriana Lins de Albuquerque (2004), “Note on the Security Component of the 2004 CDI,” Center for
Global Development, Apr


https://www.cgdev.org/expert/nancy-birdsall
https://davidroodman.com/
https://econpapers.repec.org/paper/cgdwpaper/66.htm
https://www.cgdev.org/publication/9780881323573-trade-policy-and-global-poverty
https://www.cgdev.org/publication/9780881323573-trade-policy-and-global-poverty
https://www.researchgate.net/publication/267717528_Rationale_for_Components_of_a_Scoring_System_of_Developed_Country_Support_for_International_Investment_Flows_to_Developing_Countries_Summary_of_Changes_in_the_Index_of_Developed_Country_Support_for_In
https://www.researchgate.net/publication/267717528_Rationale_for_Components_of_a_Scoring_System_of_Developed_Country_Support_for_International_Investment_Flows_to_Developing_Countries_Summary_of_Changes_in_the_Index_of_Developed_Country_Support_for_In
https://www.researchgate.net/publication/267717528_Rationale_for_Components_of_a_Scoring_System_of_Developed_Country_Support_for_International_Investment_Flows_to_Developing_Countries_Summary_of_Changes_in_the_Index_of_Developed_Country_Support_for_In
https://www.researchgate.net/publication/267717528_Rationale_for_Components_of_a_Scoring_System_of_Developed_Country_Support_for_International_Investment_Flows_to_Developing_Countries_Summary_of_Changes_in_the_Index_of_Developed_Country_Support_for_In
https://www.researchgate.net/publication/267717528_Rationale_for_Components_of_a_Scoring_System_of_Developed_Country_Support_for_International_Investment_Flows_to_Developing_Countries_Summary_of_Changes_in_the_Index_of_Developed_Country_Support_for_In
https://www.researchgate.net/publication/242085980_Realizing_the_Potential_of_Migrant_Earn_Learn_and_Return_Strategies_Does_Policy_Matter
https://www.researchgate.net/publication/242085980_Realizing_the_Potential_of_Migrant_Earn_Learn_and_Return_Strategies_Does_Policy_Matter
https://www.researchgate.net/publication/242085980_Realizing_the_Potential_of_Migrant_Earn_Learn_and_Return_Strategies_Does_Policy_Matter
https://www.cgdev.org/doc/cdi/2006/lowellMigration.pdf

¢ Technology: Maskus 20058
o Environment: Cassara and Prager 2005°

e Finance (now renamed Investment): Jansky 2013%°

In addition, in the 2021 CDI, we added the Health component reflecting feedback in the CDI 2018-20
review (see section below); and building on the inclusion of global health security measures in the 2020
edition. We remain open to feedback on whether this component is measuring the most important
policy efforts towards improved global health.

This methodology has been refined over the years with recurrent updates including with a series in 2012
on Europe’s commitment to development. The 2020 edition reflected a substantial review, which
included numerous discussions with policymakers, and three independent academic reviews,
described in detail in the subsection below. Both the 2021 and 2023 method have built on this substantial
review process to implement smaller methodological improvements, but largely follow the same logic
as the 2020 CDI1.

Starting after the 2018 publication, we undertook a holistic review process to look fundamentally at
how the CDI could be updated to reflect current development thinking. This was an extensive process
of consultation, research, and modelling. The first stage of this process was to commission the
expertise of three expert reviewers: Pierre Jacquet, president of the Global Development Network;
Stephany Griffith-Jones, financial markets director at the Initiative for Policy Dialogue at Columbia
University; and Ravi Kanbur, T.H. Lee Professor of World Affairs, international professor of applied
economics, and professor of economics at Cornell University. We asked these experts to review the
Index and provide recommendations on how they thought it could be improved. Specifically, CGD
asked the experts these questions:

e Arewe measuring the policies that matter most to development, and how can we improve the
CDIin terms of measured actors and policies?

e If you were to create your own index of high-income countries’ policy efforts and their
spillover effects on other countries, what would this index look like?

You can find a summary of their recommendations, and a blog outlining how we responded on the
CGD website.

We also consulted extensively with policymakers (including the OECD Development Assistance
Committee and officials in the countries newly included), CGD colleagues, and experts, and we
engaged in in-depth research on how to capture the latest thinking, how to modify existing elements
to accommodate new countries (see section on new countries below), and where we can find data to
achieve these goals.

The main changes following the review are outlined in detail in the 2020 CDI Methodology. Broadly,
these included:

1) Broader country coverage. We expanded the CDI coverage to 40 countries, by adding the 10
remaining G20 members to the 27 OECD countries that we already included. We also added the United

8 ‘Components of a Proposed Technology Transfer Index: Background Note’

°‘An Index of Rich-Country Environmental Performance’.
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.501.48716rep=repl&type=pdf Accessed 17 June 2017.

10 llicit Financial Flows and the 2013 Commitment to Development Index’, 16 Dec. 2013,
https://www.cgdev.org/publication/illicit-financial-flows-and-2013-commitment-development-index Accessed 4
Sep. 2017.


https://www.cgdev.org/blog/assessing-commitment-global-health
https://www.cgdev.org/blog/assessing-commitment-global-health
https://www.cgdev.org/sites/default/files/1426746_file_Barder_et_al_Europe_Commitment_Development.pdf
https://www.cgdev.org/sites/default/files/CDI-Academic-Review-Documents.zip
https://www.cgdev.org/expert/pierre-jacquet
http://www.gdn.int/
http://www.stephanygj.net/
http://policydialogue.org/
http://policydialogue.org/
https://www.kanbur.dyson.cornell.edu/
https://www.cornell.edu/
https://www.cgdev.org/sites/default/files/CDI-Review-Synthesis-Lee-Robinson.pdf
https://www.cgdev.org/blog/commitment-development-reassessing-what-matters-most
https://www.cgdev.org/sites/default/files/CDI-Methodology-2020.pdf
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.501.4871&rep=rep1&type=pdf
https://www.cgdev.org/publication/illicit-financial-flows-and-2013-commitment-development-index

Arab Emirates, Chile, and Israel, reflecting the large size of their economies, higher incomes, as well
as significant reported ODA figures. Table 1 shows the evolution of country coverage over time.

Working with such a varied set of countries has generated data challenges that did not exist in
previous versions, which were produced when all countries were OECD members. Thus, we adopted
systematic policies about missing data that we outline (see page 14).

Table 1. CDI coverage over time

Additional Additional

Original CDI (2003) (2008) (2012) Revised CDI (2020)
Australia Japan South Korea | Czechia Argentina South Africa
Austria Netherlands Hungary Brazil Turkiye
Belgium New Zealand Luxembourg Chile UAE
Canada Norway Poland China

Denmark Portugal Slovakia India

Finland Spain Indonesia

France Sweden Israel

Germany Switzerland Mexico

Greece United Kingdom Russia

Ireland United States Saudi Arabia

Italy

21 Countries 1(22 total) 5(27 total) 13 (40 total)

2) The introduction of income-adjusted scores. As we introduced new countries into the CDI—many at
a lower income level to prior CDI countries—we wanted to find a way to measure their performance
on a more level playing field. The CDI is primarily concerned with measuring policy effort relative to a
country’s population or economy. However, because we added the remaining G20 countries, some of
whom have incomes at the level of the United States in the 1930s (India, South Africa) and 1960s
(China), we provide an additional set of results which are adjusted by a country’s average income per
head. These are known as “income-adjusted” scores.

3) Revised or new indicators and measures

A key message from the review papers and discussions had been that the CDI had become overly
complex and should be simplified, using fewer indicators and showing scores in a more intuitive way.
As well as organising the CDI into three broad themes, we reduced the number of data points and
simplified their weighting in producing overall scores.

Despite the overall reduction and simplification, we also included new measures—including several
measures on gender and measures on global health security, research collaboration, and technology
in trade—and a more comprehensive approach on climate.



CDI Latest Developments

As with any index, or any form of abstraction, there is a trade-off between rich and nuanced metrics,
versus simple and streamlined products. Likewise, there is a trade-off between methodological stability
and comparability over time, and the need to take into account the very latest state of evidence on what
matters most to development. As outlined above, the CDI has continuously evolved with small
methodological changes and the inclusion of additional countries. It underwent a more holistic review
between 2018 and 2020 to reflect the latest state of the evidence. Since the 2020 edition of the CDI,
however, we have endeavoured to keep methodological changes smaller to ensure comparability over
time.

In 2021, however, the profound changes the world experienced as a result of the COVID-19 pandemic
necessitated updating the CDI's approach to assessing countries’ policies on global health. This led us to
include a new component, health. We also made methodological adjustments to existing indicators and
components, which were described in the 2021 edition of the methodology. Changes undertaken in the
most recent edition of the CDI edition are described below.

Furthermore, to ensure that each successive CDIreflects meaningful changes in data and country ranks,
we expect to continue to publish the CDI biennially following the 2021 release.

What’s New in 2023?

While a full list of methodological refinements made since 2021 can be found in the annex, the major
change this year is the inclusion of two new indicators in Investment and Environment.

In June 2016, 89 countries and jurisdictions established the OECD/G20 Inclusive Framework on Base
Erosion and Profit Shifting (BEPS), and participation has since expanded to over 140 countries. In
October 2021, most of those countries and jurisdictions agreed to the Two-Pillar Solution to Address the
Tax Challenges Arising from the Digitalisation of the Economy, which describes the required set of
actions and outlines an implementation plan. Base erosion and profit shifting (BEPS) refers to the tax
planning strategies of multinational enterprises to relocate profits to low-tax jurisdictions, often tax
havens or offshore financial centres, eroding the tax base of host countries.

Research by the IMF and others has indicated that this has a relatively outsize impact on developing
countries, which generally derive a larger proportion of their revenue from corporate tax compared to
OECD member states. In light of this, we have decided to include an indicator which assesses the
alignment of countries’ corporate income tax rates with the headline minimum effective rate of 15% as
outlined in the two-pillar solution. For more information on this indicator and data sources used, see the
relevant Investment component section (page 37).

We assigned the new corporate tax rate alignment indicator a weight of 20% of the Investment
component and correspondingly changed the weights of three other indicators within this component.
We changed the investment agreements indicator from 25% to 20%, the financial secrecy indicator from
35% to 25%, and the business and human rights indicator from 20% to 15%.

Within the broader Environment component, the Climate Action subcomponent has, until now,
primarily been concerned with assessing countries’ current climate performance as measured by
emissions of greenhouse gases, the production of and support for fossil fuels, and carbon pricing. This
year, however, in recognition of both the path dependency associated with absolute greenhouse gas


https://www.cgdev.org/sites/default/files/cdi-methodology-2021.pdf
https://www.oecd.org/tax/beps/
https://www.oecd.org/tax/beps/
https://www.oecd.org/tax/beps/inclusive-framework-on-beps-composition.pdf
https://www.oecd.org/tax/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.oecd.org/tax/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.imf.org/external/pubs/ft/wp/2015/wp15118.pdf
https://arxiv.org/pdf/2201.08444.pdf
https://www.oecd.org/tax/tax-policy/corporate-tax-statistics-fourth-edition.pdf

emission levels and their reduction at least in the short-term, we have incorporated an indicator which
assesses countries’ ambition and plans for future emissions.

We do this by assessing the ambition of each country’s Nationally Determined Contribution (NDC), as
submitted to the UNFCCC, measuring the extent to which planned emissions reductions by 2030 would
represent an improvement beyond business-as-usual-scenarios based on already implemented
policies. Further detail on this indicator can be found in the Environment component section below
(page 50).

We assigned the new NDC ambition indicator a weight of 10% in the Environment component and
correspondingly reduced the weight of the greenhouse gas emissions indicator from 40% to 30%.

Inthe Annex, we set out a number of other, more minor methodological adjustments in a table. Some of
these relate to refinements to the calculations, or to adjustments made when all CDI countries meet a
certain threshold on a prior indicator. For instance, in the Environment component, under the indicator
which measures participation in environmental agreements, we no longer give countries credit for
signing on to the Paris Agreement, nor for signature on the Convention on International Trade in
Endangered Species of Wild Fauna and Flora (CITIES). Instead, as part of a broader move to put more
emphasis on biodiversity in the Environment component, we now include additional points for fulfilling
monitoring or implementation requirements under treaties, including the Convention on Biological
Diversity, the UN Convention to Combat Desertification, and CITIES. Similar changes were made to the
indicator measuring participation in international treaties within the Migration component. Other
methodological refinements are the result of changes in the availability of data - for instance, data from
the UN is now available for government expenditure on R&D spending, and new data sources have also
been made available regarding the carbon intensity of electricity. Full details of the revised indicators
are also included in each component section.

For prior changes affecting the 2021 CDI, please refer to the previous edition’'s methodology.

We are once again publishing an interactive Excel-based Analysis Tool, which allows users to interact
directly with the CDI scores, rankings, and underlying data to explore score and rank drivers in
granular detail, compare performance across components, compare income adjusting scores to
normal ones, and current year scores to the previous year’s. This also contains customisable charts
and tables to allow users to give visual context to all scores in the CDI. The CDI Analysis Tool can be
downloaded here.

Treatment of Russia’s 2022 Invasion of Ukraine

In this year’s CDI, we have made some adjustments in light of Russia’s invasion of Ukraine to better
reflect the extremely harmful effects this has had on both Ukraine and on global development more
widely. Although we acknowledge that Russia violated Ukraine’s territorial integrity and sovereignty
prior to 2022 - notably with the invasion of Crimea in 2014 - the escalation of the conflict in 2022 has
had a grave and profound effect for global development, and has been met with an unprecedented
level of global condemnation, including by the UN General Assembly. Of course, the impacts of Russia’s
invasion have been particularly disastrous for Ukraine, with the deaths of 25,000 Ukrainian civilians
and the loss of around a third of its GDP in 2022. The future costs of reconstruction in the country are
estimated at $411 billion by the World Bank. However, the impacts of this war also extend far beyond
Ukraine, and this effect is reflected in a number of the CDI's components. To name just a few examples,
the disruption of global supply chains has resulted in fuel and grain shortages which especially affect
prices of staple goods in the Global South, and which have led to soaring fossil fuel subsidies worldwide;


https://www.cgdev.org/sites/default/files/cdi-methodology-2021.pdf
https://www.cgdev.org/sites/default/files/cdi2023-analysis-tool.zip
https://www.cfr.org/global-conflict-tracker/conflict/conflict-ukraine
https://news.un.org/en/story/2022/10/1129492
https://www.statista.com/statistics/1293492/ukraine-war-casualties/
https://www.politico.eu/article/ukraine-gdp-crashed-29-percent-2022-economy-russia-invasion/#:~:text=Hot%20Topics-,Ukraine's%20GDP%20crashed%20by%2029.1%20percent%20in%20year%20of%20Russian,Moscow%20launched%20in%20February%202022.
https://www.worldbank.org/en/news/press-release/2023/03/23/updated-ukraine-recovery-and-reconstruction-needs-assessment
https://www.consilium.europa.eu/en/infographics/how-the-russian-invasion-of-ukraine-has-further-aggravated-the-global-food-crisis/#:~:text=The%20war%20contributed%20to%20a,clear%20jump%20in%20March%202022.
https://www.euronews.com/green/2023/02/20/energy-crisis-governments-spent-more-than-900-billion-on-fossil-fuel-subsidies-in-2022

limited concessional development finance resources have been diverted away from other countries to
focus on Ukraine; and a larger than ever part of ODA is spent on in-donor refugee costs.

Our adjustments in 2023 are both presentational as well as methodological on selected indicators. We
originally considered removing Russia entirely from the CDI this year given the far-ranging and
complex effects of the war on global development. But ultimately, we chose to include its data in our
calculations, as excluding it would impact the distribution of other countries’ scores. We also felt the
compiled data for CDI indicators for Russia could still be a useful resource for others. We have and will
continue to try to maintain the CDI as a consistent metric of countries’ performance on development.
We have therefore chosen to include Russia in the main ranking within the web tool and brief, but to
mark it in a different colour wherever it appears to signify that the CDI may not be fully equipped to
reflect the impact of the war on Russia’s score. This year, Russia comes 40™, or last on the CDI, after
having placed 37"in 2021, and 36" in 2020. Thus, Russia’s performance on the CDI over the years, since
its first inclusion in 2020, has always been indicative of its lack of commitment to global development,
with poor scores especially on the security component.

As regards methodological changes, these affect three indicators in particular. As the CDI had not
been developed to account for inter-state wars of aggression by the ranked countries, related
expenditures, damages, and flows had not previously been accounted for in any specific indicator
within the Index. To account for some of these, this year we made the following adjustments:

1) Within peacekeeping in the Security component: While Russia’s peacekeeping contributions
(under the old methodology) are 0.014% of its GNI, the predicted reconstruction costs incurred
by the war ($411 billion) would have been equivalent of 24% of its annual GNI. While we
considered deducting this cost from Russia’s actual peacekeeping contributions, the
magnitude of this figure would have rendered variation in all other countries’ peacekeeping
contributions irrelevant. Therefore, we choose to give Russia the inverse of the “best” score on
this particular indicator instead.

2) Within refugees in the Migration component: Likewise, on refugees, we have not included
Ukrainian refugees residing in Russia in 2022 towards Russia’s score.

3) The food and medical goods indicator within the Health component: Further, to account for
some of the effects of Russia’s war on global supply chains- as well as other CDI countries’
responses to Russia’s aggression - we also took a special approach this year in considering
export restrictions of CDI countries within the Health component - and excluded sanctions
placed specifically to target Russia and its allies in the aftermath of the invasion.

Ultimately, we acknowledge that while the structure of the CDI makes it possible to account for some
of the ways in which the invasion has harmed global development, there are limitations inherent in
our approach which mean we will not be fully able to account for Russia’s (lack of) commitment to
development.

In addition to this, we are also limited by the availability of data for 2022 and beyond. While some of
the data in the CDI may pre-date the 2022 invasion, and CDI countries’ efforts - both towards Ukraine,
and as an indirect result of the Ukraine war - will be reflected in selected indicators (such as for refugee
hosting, or peacekeeping contributions), on other indicators where we expect there to be significant
movements as a result of the war, new data has still not been made available (e.g., volumes of
development finance and its “fragility focus” when directed to Ukraine, non-refugee migrants or
students from Ukraine, or the likely rise in fossil fuel subsidies following fuel shortages caused by
Russian sanctions).

In the future, as our understanding of inter-state conflicts expands, we may also consider further
revising some indicators in the CDI to better account for both the drivers and effects of war. One key


https://unctad.org/news/ukraine-war-risks-further-cuts-development-finance
https://oecd-development-matters.org/2023/05/11/the-elephant-in-the-room-in-donor-refugee-costs/

area where such revision might be fruitful would be on the “conflict potential” of arms exports from
CDI countries. We remain open to suggestions for improving our method to account for this.
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Methodological Approaches Across Components

This section describes the approach we take to the method across all components, including how we
factor income levels of countries into our calculations, how we deal with missing data, and the approach
taken to weighting and scaling to combing the many different measures we include in the Index.

Income-Adjusted Scores: Comparable Assessment of Countries at
Different Levels

The CDI is primarily concerned with measuring policy effort relative to a country’s population or
economy. In 2020, following the holistic review of the CDI and the introduction of 13 new countries -
many of them not OECD members - we began to include the option to view “income-adjusted” scores
in addition to the usual, or “unadjusted,” ranking which appear as the default within the web tool to
allow comparisons on a more level playing field.

In order to calculate an income-adjusted score for a component, we first calculate an “expected” CDI
score based on the relationship between all countries’ scores on that component and their incomes.
We then calculate a country’s income-adjusted score as the difference between the country’s actual
and expected scores. To obtain the “expected CDI” score we use a line of best fit between CDI score and
GNI per head using ordinary least squares regression. The income-adjusted score is then the (positive
or negative) deviation from that expected score. For example, in Figure 2 we provide a stylised
example of the Development Finance component score against income. The upward sloping line is the
expected score: the line of best fit through the scatter points obtained through ordinary least squares
regression. South Africa’s standardised score on this component is -0.22, which is 0.65 points above
what its income-predicted score of -0.87 would be. This means its income-adjusted score on the
Development Finance component is 0.65. Switzerland, however, has a difference of 0.84 between its
actual (0.64) and expected (1.48) score. Therefore, -0.94 would be Switzerland's income-adjusted score
on Development Finance.

It is important to note that income adjusting and income weighting, discussed in the sub-section
directly below, are not to be confused. Income weighting, discussed here, is the process of adjusting a
CDI country’s score based on its income. Income weighting, on the other hand, relates to partner
countries’ levels of income and the extent to which a CDI country’s policies benefit poorer or richer
recipients.
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Figure 2. Income adjusting: Development Finance standardised scores against income
2.50

2.00
150
1.00

050 e Switzerland, 0.64
000 e

Standardised score

=)

U

o
@]
C
=t
>
>
=3
=X
LY

.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.

-1.00
-1.50
-2.00

-2.50 Income (000s)

Income Weighting: Giving Credit for Policies that Benefit the Poorest

As the CDI is concerned with development, several of its measures give greater credit for
commitments which benefit countries with lower incomes per head and higher poverty levels. We
include indicators of concessional development finance, migration; tariffs, international students and
research collaboration which give greater credit where those actions relate to a lower-income-
country partner. We have revised and made more consistent the approach to this weighting across
indicators, and this section sets out the method we use for this “poverty weighting.”

The basic concept here is grounded in the idea that a person’s welfare is more sensitive to income at
lower levels. This has been a core concept in economics, for example, see Layard et al 2008 In
practical terms, we are unable to monitor the income level of individual beneficiaries, but we are able
to identify country-level beneficiaries. Whilst we are measuring at the country level rather than the
individual level, if the benefits of any policy are spread across the population, then the concept can
extend to country-level analysis.

The economic literature suggests that the welfare benefits of an incremental increase in income are
diminishing and can be represented by a logarithmic function. A typical assumption is that welfare or
utility is a function of the logarithm of income. That is, utility = log (income).

It follows that the marginal utility of an increment in income is inversely proportional to income (that
is, $1,000 of income is worth less to you the more you already earn). This can be expressed in a function
where income is defined as Y, and marginal utility = 1/Y. So, in this form, marginal utility is inversely
proportional to income: an additional dollar received by someone with an income of $1,000 has 10
times the marginal utility of someone with an income of $10,000 receiving it, who in turn, derives from
it 10 times the marginal utility of someone who earns $100,000.

Layard, Nickel & Mayraz, The Marginal Utility of Income (2008) http://darp.Ise.ac.uk/papersdb/Layard_etal_(JPubEcon08).pdf,
accessed June 17,2020
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We use this approach to determine how to weight policies as they benefit partner countries with
different income levels. To make the weighting more intuitive, we set the weight equal to 1 for a
country with the same income as the average of low-income countries (LICs), higher than 1 if it was
poorer than that, and lower than 1 if it was richer. Specifically, we calculate the weight for any given
partner country by scaling the inverse of a its income to the inverse of average income for LICs. So, for
country X, this is

1 GNL
GNI,  GNI

. 1
Weighty = GNIX/

where
e  GNIx=GNI per capita (PPP) of country X, and
e GNI;= Average GNI per capita (PPP) of LICs.

As an example, the average income (GNI per capita) among LICs in 2017 was US$2,361,2 and that of
Mozambique was $1,430. Therefore, the income weight of Mozambique would be (2,361/1,430) = 1.7.
Kenya, with an income of $3,230, has a weight of (2,246/3,230) = 0.7.

The chart of income weights, with some example countries, as included in CDI 2021 is in Figure 3.

Figure 3. Income weights, with example countries for CDI 2021
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Whilst GNI per head is a partial and incomplete measure of a country's poverty or need, we are
combining the weights over a large number of partner countries (for example, consider average tariff
levels, which we weight by the income level of some 150 countries). In this way, whilst an individual

2 Figures are in US dollars.
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weight may not be accurate, the weighted average measure we produce likely provides a good guide
to how policies affect LICs in general.

Different weights are applied in different years, depending on the distribution of income levels across
all countries in the sample. Where data for a particular country for a particular year is not available,
we instead use the latest available poverty weight based on the full distribution of the latest GNI per
capita data for every country.

For the vast majority of countries, we use GNI per capita (purchasing power parity) data directly from
the World Bank to calculate poverty weights. In cases where no GNI (PPP) data is available for a country,
we attempt to find an alternative source based on the following order of precedence:

1) GNI per capita (Atlas method), World Bank: Based on countries for which GNI data is available
for both the Atlas method and PPP, we calculated a relationship between the two, allowing us to
‘convert’ Atlas method figures into PPP. According to our regression based on 2021 data, PPP =
13.088 * (Atlas " 0.7861). Using this method, we were able to include data for Cuba, the Isle of Man,
Andorra, and Syria.

2) Madison Project Database: The Madison Project Database provides up-to-date estimates of GDP
per capita for two additional jurisdictions — Taiwan and North Korea. Note that Madison
provides its data in 2011 prices, so we adjusted to 2021 prices using the World Bank's GDP
deflator.

3) CIA World Factbook: The CIA World Factbook provides GDP per capita data on a purchasing
power parity basis for a further 22 jurisdictions including Eritrea and a number of small island
states such as American Samoa, Anguilla, and Niue. These figures were also adjusted to 2021
prices using the same deflator.

In cases where no data for a country was available from these three sources, we instead used national or
other third-party sources. One exception is Venezuela, which has data available from the World Bank for
2014 (within our 10-year cut-off for data), but areport from the Inter-American Development Bank (IDB)
suggests the figures are misleading. We have therefore used the IDB's estimates for Venezuela.

Approaches to Missing Data

The CDI measures are in relation to policy areas that matter to other countries and, as such, we hope
that countries will make data on these areas available, ideally in some consistent form. Indeed, one of
the objectives of the CDI is to highlight data gaps to policymakers and create incentives to improve
reporting and transparency. Still, where such data gaps persist, we have taken a consistent approach
to either compensating for these with other data sources, or for assigning imputed or alternative
scores, as follows.

In the first instance, we employ some generalised strategies for filling in missing data, with the
following principles.

e If the data for a given CDI year is unavailable, we use the most recent available data up to a
point, extending to no earlier than 2013. If a country only has data for prior to 2013, it is treated
as though it has no data. Where data for any given year is scaled to a denominator (e.g., GNI),
as far as possible, we attempt to use the same year for the denominator.

e Formeasures where we rely on data provided by any international organisation to which a CDI
country does not report by virtue of not being a member (e.g., the OECD), we made every
reasonable attempt to use other data sources of a similar nature (e.g., UN data).

e In cases where there appeared to be no publicly available data, we directly contacted the
government of each ranked country in 2022 in order to give them a chance to rectify the gap.
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If the above approaches fail to fill the gap, we follow one of three approaches, depending on the type of
data gap:

e When the country does not report any data to an international organisation it is a part of such
as the OECD (or the last available data is older than 2011), or when that organisation collects
data on all countries (such as is often true of the UN), a country is given the score of the worst-
scoring country for that year. The rationale is that it is always better to report your data than
tonot report it.

e Whenweuseasourceinwhich a countryis notresponsible for reporting its data, and that data
is missing, we give it the average. This effectively eliminates this country from the ranking in
that measure.

e In cases where we observe a significant and strong relationship between income and scores
on a measure, and when the data gap is not deemed to be caused by deficient reporting by the
ranked country, we interpolate the score based on GNI per capita. However, in this edition of
the CDI, we have not observed any indicators where countries are missing data and we can
interpolate scores in this manner.

There are three exceptions to this approach, the first being arms exports value (see page 65). In our
arms exports measure, one country’s exports (Israel) are a significant outlier and assigning non-
publishing countries an equivalent score seemed excessively punitive and had the effect of
compressing all the other scores closely together. For countries that have not published this data,
therefore, we assign a score of the mean plus two standard deviations, to effectively put them at
around the 97.5th percentile of export volume. The other exceptions are on fishing subsidies and sea
lanes protection - see below note on landlocked countries for more detail.

Landlocked countries, by nature of their geography, cannot report data on issues relating to the seas
in the two relevant indicators (sea lanes protection in the Security component and fishing subsidies in
the Environment component). This means that they effectively cannot have a contribution - this is not
scored as missing data. This gives them the best score on fishing subsidies, and the worst score on sea
lanes protection. Meanwhile, non-landlocked countries which do not report their data are scored with
the equivalent worst score for these two measures.

Inits currentiteration, the CDIis composed of 69 measures within 42 indicators, across 8 components.
The score of most countries is based on a nearly full set of data. However, some countries fare
noticeably worse on transparency than others.

The effect of this missing data on CDI scores is substantial - if countries do not report data on several
important areas of policies with international impacts, it materially undermines their commitment to
development. Similarly, at least in terms of the CDI score, it provides strong incentives to report this
data.
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Table 2. Number of data gaps per CDI country in 2023

No Data Gaps 1-5Data Gaps Over 5 Data Gaps
Australia Argentina (4) Saudi Arabia (11)
Austria Mexico (4) UAE (9)
Belgium Chile (3)

Canada Israel (3)

China South Africa (3)

Czechia Brazil (3)

Denmark India (3)

France Russia (2)

Germany Indonesia (2)

Ireland Turkiye (2)

Italy Finland (1)

Japan Greece (1)

Luxembourg Hungary (1)

Netherlands Portugal (1)

New Zealand United States (1)

Norway Spain (1)

Poland

Slovak Republic

South Korea

Sweden

Switzerland

United Kingdom

Time Series and Back-Calculation

We use the CDI to compare rich countries’ latest policy performance relative to that of their peers
using the most up-to-date data. The rankings and scores in previous versions of the CDI are not
directly comparable to those of the latest version as the method of calculation evolves with
improvements and data availability.

Within the calculation sheets, where possible, we do make the historical data available, but the
absence of historical data, especially for the newly added countries, means that back-calculating
scores is not possible. As we update subsequent versions of the CDI following our 2018-2020 holistic
review, we hope to make time-series data and year-on-year comparisons of performance available on
the underlying measures.

Terminology

This section briefly outlines some key terms used in the CDI. The CDI draws on thousands of data
points and hundreds of measures, and consistent use of terminology can be helpful. In the hierarchy
of measures the CD], it is helpful to distinguish between the following terms:

Components: There are eight components in the CDI — Development Finance, Investment, Migration,
Trade, Environment, Health, Security and Technology. Each component’s score is a weighted average
of the scores in its constituent the indicators, which are themselves made up of measures.

Subcomponents: Although these are at a higher level than indicators, they are not a unit of
measurement, and serve simply as a way to group similar indicators. For example, in the Security
component, the indicators Peacekeeping Contributions, Female Peacekeepers and Sea Lanes
Protection are grouped under the subcomponent “Peacekeeping.”
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Indicators: Each component is made up of indicators, each with a weight that sums to 100 percent. For
example, the Development Finance component is made up of indicators on Development Finance
Quantity and Development Finance Quality, each with a weight of 50 percent.

Measures: These are measures used to calculate indicators. For example, the Greenhouse Gas
Emissions indicator has three measures: emissions per head, emissions from land use and forestry
per head, and emissions embodied in trade.

Scores: This refers to the score assigned to a country’s performance after it has been “standardised.”
Scores are assigned for country performance: overall, at the component level, or at the indicator level.
In addition, “scores” are sometimes used to combine scores across multiple measures, as in the
Development Finance Quality measure above.

A country’'s component score is a weighted average of its scores on that component’s indicators.
Scores in the CDI are “standardised”—that is, adjusted to have a mean of 0 and a standard deviation of
1. In this way, “scores” can be combined across measures or indicators which would otherwise have
very different units and distributions.

Taking an example, consider measures in their original measurement terms (e.g., dollar value of
public research funding, refugees per capita, tonnes of CO2 emitted per capita). Given the very
different scales, standardising is necessary to enable comparison across measures and calculation of
performance and ranking. Each country’s score is therefore standardised as a Z score, with a mean of
0 and standard deviation of 1 (so the vast majority of scores are between -2 and 2). For example, in the
Peacekeeping Contributions indicator, a country’s three raw indicator scores are all calculated as
monetary equivalents as a percentage of GNI and are on the thousandth of a percent scale. They are
summed to give total peacekeeping contributions, which is in the region of hundredths of a percent.
This indicator score must be combined with, for example, the Female Peacekeepers indicator, whose
raw score is measured on a scale of 1%-18%. These scores must therefore be standardised to a
common scale. Also, the standardising process leads all indicators to have the same variance. This is
also important because if variable a has a higher variance than variable b, then variable a will have a
greater influence when the two are combined. Figure 4 outlines the different scoring levels and how
they are displayed in the component workbooks.

Figure 4. Different levels of scores in the CDI

Standardised Indicator Scores
(derived from mean and SD of Raw Indicator Scores

raw indicator scores) Measures Scores

Mean 0.028%
StdDev 0.017% /
D. UN Financial
A.Rank B. Standardized score  C. Raw Score, Contributions E. UN Troops F. Non-UN Troops
Country 1SO =Rank C =C~ 187 = Si = logkup—————=ookup =toukup
Argentina ARG 32 0.92 w 0.004% 0.006% 0.002% >
Australia AUS 20 ‘ 075% T ————— 60020 |
Austria AUT 2 1.99 0.061% 0.011% 0.013% 0.038%

Rankings: These are the relative positions of countries according to their overall score, or a score on
one of the CDI's eight components. A country’s rank is the position of its standardised score within
those of the cohort (i.e., all CDI countries). There are 40 countries in this edition, so a country’s rank on
the overall CDI, or the rank of one of its components, indicators, or measures, ranges from 1 (best) to
40 (worst).
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Weighting and Scaling

The CDI is a quantitative and indicator-based index. It combines readings on thousands of data points
and almost 70 measures. Since the measures are not perfectly correlated, countries’ standings on the
final results are affected by the relative importance the formulas give to the various measures. In
mathematical terms, the results are affected by choices of both functional form and parameters. Both
the CDI designers and commentators have naturally asked whether the CDI makes the best choices.

Our intention is to weight indicators according to the evidence, and our judgment, on their
contribution to development. We also try to keep the weights simple - in 5% increments - and try to
avoid changing them incrementally. In practice, the CDI designers choose to weight some indicators
more than others. The weights are backed by many years of expertise and experience in the relevant
fields, but in the spirit of dialogue, are nevertheless open to challenge.

At the top level of the CDI hierarchy, where the eight CDI components merge into a single index, the
components are equally weighted.”® In other words, we do not weigh the environment or trade more
highly than, say, migration based on their perceived relative importance. Because of the prominence
of this choice, and its importance for the final results, this decision has provoked some discussion. For
a detailed discussion, please refer to the 2013 methodology paper’s section on weighting and scaling
(on page 5). Whilst these (now) eight areas are very unlikely to have an equal weight on development,
it's clear they are all important and giving them an equal weight helps the Index and policymakers to
be focussed on policies, rather than component weights.

Scoring Direction

In most cases, a country is rewarded for having a higher score in a particular indicator. The quantity
of development finance it provides to poorer countries, the price it puts on carbon emissions, the
number of troops it contributes to peacekeeping missions. But for some measures which are “bads,”
lower is better: the amount of greenhouse gas a country emits, the volume of arms it exports. When
measures are standardised, these ‘low’ measures are done so inversely so that the standardised score
is higher the lower is the underlying measure. A full list of score directions can be seen in the final
column of Figure 5.

The Full 2023 CDI Structure

The remainder of this document will outline the eight components of the CDI and their calculation.
Ahead of that, it is useful to get a big picture view of the overall structure, from the broadest metrics,
right down to the most granular. This is shown in Figure 5. The final column also indicates for each
measure whether a high score or a low score is better, as outlined above.

3 Note that, in line with best practice on indices, in compiling the overall component the eight individual
components are first standardised to have equal mean (of 0) and variance (of 1), the practical effect is that this
gives less weight to those components with high variance so that outliers in one area do not dominate the index
results.

18


https://www.cgdev.org/sites/default/files/archive/doc/CDI_2013/Index-technical-description-2013-final.pdf#page%3D5

Thema

Figure 5. Full CDI 2023 Structure

Weight within

Grouping Component Subcomponent Indicator Measure Measure Units component

Quantity Development Finance Quantity Finance for International Development (FID) % of GNI 50% High
Tied status Un-tied finance- score out of 4 High
Transparency Score out of 8 High
Development | DEVELOPMENT Multilateral support % of finance (FID) to multilaterals High

Finance FINANCE Quality Development Finance Quality u PP - > — - — — 50% 9
Country ownership Share of projects aligning with recipient objectives (GPECD) High
Poverty focus Lower-income weighted shares of bilateral finance High
Fragility Focus Share of bilateral finance to fragile states High
Banking Secrecy FS| Score Low
Country by Country Reporting FSI| Score Low
Public Statistics FSI Score Low
Financial Secrecy Financial Secrecy ﬁzi;n’\:\:‘rri‘:é::hucn:gee”gfglnfo Eg: gzz: 25% tgx
Bilateral Treaties FSI Score Low
INVESTMENT International Legal Cooperation FSI Score Low
Beneficial Ownership Compliance with beneficial ownership standards Low
Business & Human Rights Business & Human Rights Score on BHR Action Plan 10% High
Investment Standards Natural Resources Natural Resources Score on natural resource governance initiatives 10% High
Anti-corruption Anti-corruption Score on enforcing OECD Anti-Bribery Convention 15% High
Policies on Investment Agreements Investment Agreements Investment Agreements Degree of development space in ll1As 20% High
Exchange Corporate Tax Rate Alignment Corporate Tax Rate Alignment Minimum Corporate Tax Rate Tax rate (%, capped at developing country average) 20% High
Migrant Inflow Immigrant Inflow Immigrants per 1,000 population (poverty-weighted by country of origin) 30% High
Migrants and Refugees Female Immigrants Female immigrants as a share of total % 10% High
MIGRATION Refugee Hosting Refugee Hosting Refugees hosted per 1,000 population 30% High
Integration and Protection International Migration Agreements International Migration Agreements Combined score on 3 migrant worker protection treaties 10% High
Integration Policies Integration Policies MIPEX score on integration policies 20% High
Tariffs Tariff Average Tariff Average Average bilateral tariff, weighted inversely by income of trading partner 30% Low
Tariff Peaks Tariff Peaks Number of tariffs over 15%, weighted inversely by income of trading partner 10% Low
Agriculture Agricultural Subsidies Agricultural Subsidies Subsidies as percentage of production 20% Low

TRADE == 5
\egfsis Tirele legfisies Customs World Bank Trade Log!st!cs Score, Customs 20% H!gh
Infrastructure World Bank Trade Logistics Score, Infrastructure High
Services Services Trade Restrictiveness Services Trade Restrictiveness Restrictiveness according to OECD STRI 20% Low
Greenhouse Gas Emissions Tonnes CO, equivalent per capita Low
Greenhouse Gas Emissions Emissions from LULUCF Tonnes CO, equivalent per capita 30% Low
Emissions embodied in trade Tonnes CO, equivalent per capita Low
Climate Target Ambition Planned emissions reductions in NDC Planned emission§ reduction, as a percentage of projected emissions in 2030 10% High
under BAU scenario
Qil Production Tonnes CO, per capita embodied in produced Oil Low
Climate Action Fossil Fuel Production Gas Production Tonnes CO, per capita embodied in produced Gas 10% Low
Coal Production Tonnes CO, per capita embodied in produced coal Low
ENVIRONMENT Support to Oil Subsidies as % GNI, scaled by CO, intensity Low
. Support to Gas Subsidies as % GNI, scaled by CO, intensity o Low
Fossil Fuel Support Support to Coal Subsidies as % GNI, scaled by CO, intensity 10% Low
Support to Electricity Subsidies as % GNI, scaled by CO, intensity Low
Carbon Pricing Carbon Pricing Additional cost of per tonne of CO, emitted 10% High
Sustainable Fisheries Fishing subsidies Fishing subsidies Value as % of total production 10% Low
International Agreements glgor?:rir::tysand environment Biodiversity and environment agreements Combined score on signature or reporting on 8 agreements 20% High
Antibiotic Consumption in Humans DDD per 1000 population Low
Antimicrobial Resistance Antibiotic Consumption in Livestock Animals mg/PCU 25% Low
Prevention of Disease AMR Governance Score out of 40 High
I Measles Vaccine (MCV2) Coverage Immunization coverage by the nationally recommended age (%) High
Vaccination Coverage DPT3 Vaccine C 1 Zahi O —olds (% 15% 5
accine Coverage mmunization coverage among 1-year-olds (%) High
Global Public |HEALTH ) ) Pandemic Preparedness Panc-ie-mic-Pre.paredness ] Score out of 5 15% High
Goods Ln;srggt;%2$glzeclth Collaboration TGRS 'F\’/?er:ﬁ)lz:::;‘?;sm Health Treaties, Codes, and S e 10% High
L Duration of Export Restrictions on Food and Health

Global Trade in Health-Related E);f;ngégg;:ons on Food and Health | progucts s 20% ler
Goods Number of Unique Product Restrictions Product Restrictions Low
Tobacco Supply Chains Regulation of Tobacco Supply Chains Score out of 6 15% High
Financial Contributions to the UN % GNI High
Peacekeeping Contributions Monetary Equivolent Value of UN Troop Contributions |% GNI 259 High
Monetary Equivalent Value of Non-UN Troop % GNI High

Peacekeeping Contributions ° 9
Female Peacekeepers Female peacekeepers as a share of total % 10% High
SECURITY Sea Lanes Profection gost of naval vessels assigned to Sea Lanes % GNI 15% High

rotection

Arms Trade Arms Trade Arms Trade Volume Arms exports as % of GNI 30% Low
Conflict Potential of Arms Exports Weight of exports to poor, militaristic, and undemocratic countries Low
Eg':\'/zsﬁg:: in Security International Security Conventions International Security Conventions Participation on 10 security treaties 20% High
Government Support to Government Support Government R&D as share of national income % GNI 25% High
Knowledge Production Tax Incentives Tax Incentives for Business R&D Implied subsidies as % GNI 10% High
TECHNOLOGY Foreign Students Foreign Students Numbers per 1,000 population (poverty-weighted by country of origin) 25% High
Government Support to Female Students Female students as a share of total foreign students  |% 10% High
Knowledge Diffusion Research Collaboration Co-authored publications per 1,000 population (poverty-weighted by country of co-author) 10% High
Intellectual Property Rights IPR restrictiveness in frade agreements Restrictiveness beyond WTO standards 20% High
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Development Finance Component

The Development Finance component is composed of two indicators which assess a) the quantity of
development finance assistance of each donor country and b) the quality of that assistance. These two
indicators are weighted equally.

Why is Concessional Finance Important for Development?

Development finance is likely the first policy that comes to mind when considering how countries help
to promote development beyond their borders. While not the sole policy area or resource flow in which
rich countries should invest to promote global development, development finance remains an
important source of assistance for many low-income countries. In the aftermath of the COVID-19
pandemic and energy and food shortages following the invasion of Ukraine, and in light of increasingly
frequent climate-related natural disasters, ODA’s counter-cyclical role in stimulating consumption
and investment is evident. This shows how important development finance is as a tool to help the
world’s poorest mitigate the worst effects of external shocks. Likewise, the OECD report on fragile
states concludes that aid has been the largest and most reliable source of finance for the least
developed fragile states over the past decade. In 1969, the Pearson Commission proposed that rich
countries should spend 0.7% of their gross national product (GNI) on foreign aid, for which the
definition of official development assistance (ODA) was provided by the Development Assistance
Committee (DAC) of the OECD in the same year. This 0.7% target was enshrined in a UN resolution on
October 24,1970. In 1993, following the revision to the UN System of National Accounts, GNI replaced
GNP as the denominator for the target. More than 50 years after it was set, only a handful of countries
are meeting this target.

Quantity is not the only aspect that matters in the provision of development finance. How it is provided
can have a significant impact on achieving development results. This has been acknowledged by
donors in a series of High Level Fora on Aid Effectiveness, the last one taking place in Busan in 2011.
These fora contributed to establishing key principles for improving the effectiveness of development
cooperation. Today, ownership, focus on results, inclusive development partnerships, and
transparency and mutual accountability are standard criteria which donors and recipients use to
implement development assistance interventions. These criteria were agreed upon by 160 countries,
including new and emerging cooperation providers, and were re-affirmed at the GPEDC's Effective
Development Co-operation Summit in Geneva 2022.

Related CGD work: Aid effectiveness

Structure

The Development Finance component’s indicators and their weights in the overall component score
are as follows:

Development finance quantity (50%)
Development finance quality (50%)

o Bilateral - share of finance provided bilaterally scored by five measures
o Poverty focus of finance (40% of bilateral quality)
o Fragility focus - share of finance to fragile states (10% of bilateral quality)
o Transparency of development finance data (20% of bilateral quality)
o Share of untied development finance (20% of bilateral quality)
o Ownership (10% of bilateral quality)
o Multilateral - share of finance towards core multilateral contribution; quality set at 67th
percentile of bilateral
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Development Finance

We measure the quantity using a measure of finance for international development (FID) expressed
as a proportion of GNL In order to assess quality, we use a weighted average of bilateral and
multilateral quality. For bilateral, we use the limited available data on finance provided bilaterally with
an even weight on the focus of aid on poorer and fragile countries alongside measures of provider
effectiveness.

Box 1. Development finance data availability following Russia’s war in Ukraine

Following Russia’s invasion of Ukraine, the OECD Council decided to suspend Russia’s participation in
OECD bodies (see its statement dated 08/03/2022). This will have impacted Russia’s reporting of its
development finance data to the OECD for the previous year. Indeed, whilst 2021 development finance
data is available for all other CDI countries which report to the OECD, the latest Russian data available
was 2020 in the DACI table (accessed 24/02/2023) for core multilateral contributions, and 2019 in the
CRS (accessed 24/02/2023) for bilateral flows. As the latest year available for Russia in OECD data, these
are used for the quantity and quality measures of its development finance in CDI 2023.

The use of 2019 data for Russia’s bilateral flows of development finance may be especially problematic
due to the subsequent impact of COVID-19. However, separate analysis by the Gaidar Institute for
Economic Policy and the Russian Presidential Academy of National Economy and Public Administration
suggests that Russia’s bilateral development aid changed little between 2019 and 2020: from $693m to
$697m. Yet it remains uncertain to what extent Russia’s bilateral and multilateral development finance
has changed between 2020 and 2021.

Finally, it is noteworthy that on 14/06/2023 it came to our attention that historical data for Russia’s
development finance was no longer available from the OECD DACI table or CRS. In CDI 2023 we have
used data from these sources accessed on 24/02/2023, when Russian data was still available.

To measure development finance quantity, we use a measure of FID expressed as a percentage share
of GNI. This is a measure of officially provided, cross-border, concessional development finance on a
grant-equivalent basis.

Traditionally, development finance has been measured by ODA - a concept created by the DAC.
However, not all countries recognise ODA as a concept, and it is not calculated for countries outside
the DAC. With the introduction of new countries to the CDI, that are not part of the DAC, we have
developed a new measure which is more consistent between the countries we assess in that it includes
only cross-border support and includes all concessional lending rather than that exceeding a certain
threshold, as in ODA.

Full details of the new measure are contained in the FID working paper, and here we present a briefer
overview of its structure, sources and coverage.

FID is split into three ‘pillars”

e Grants and other non-reimbursable assistance: This includes items such as technical
cooperation and training (so long as not hosted in-country), as well as pure financial
assistance.

e Grant equivalent of concessional loans: We calculate these using the discount rates provided
by the DAC - 9% for least developed countries (LDCs) and LICs, 7% for lower middle-income
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countries (LMICs), and 6% for upper middle-income countries (UMICs) - but do not use the
thresholds for concessionality. This is because as new countries have no incentive to meet
them, it would bias the measure against them (DAC countries are unlikely to lend with grant
elements of 44% to LDCs - just below the threshold - because they would not receive ODA
credit. However, this is not a consideration for new countries). There are different formulas
used to calculate the grant equivalent according to how the loan is repaid; variants can be
found here.* For non-DAC countries we assume equal principal repayments, as this is the
most common repayment type (although generally the difference between repayment plans
is small). The formula for equal principal payments is

(r 1 3 |
n & l_ (l +d)u"g (l +d)(n*m)
d d*(n*m-n*g)

’

d =(+D) -1

e r=interestrate,

e n=number of repayments per interval,
e D=discountrate,

e m=duration, and

e g=grace period.

Where information on the grace period and number of repayments per year are not available,
we assume thatg=0andn=1.

e Coremultilateral: These estimates are usually in the form of the difference between stocks of
paid-in capital between years. For some organisations, we have needed to estimate the annual
amount paid by dividing a multi-year pledge by the number of years to which it pertains.

The process of obtaining FID estimates for non-DAC countries does not follow a single methodology
and has relied on assumptions and estimates particular to each country. These are too numerous and
detailed tolist here but are described in the FID working paper.

To construct FID, for the DAC-reporting countries we used the OECD’s DAC creditor reporting system
(CRS) but excluded the parts of ODA (listed below) not included in our measure. For countries that do
not report to the DAC we consult official country documents, mainly from finance ministries or
development agencies, to find the information they provide on development assistance provided. This
process left several gaps that had to be filled by assumptions and estimates from other sources
(including academic literature in the case of China). For multilateral estimates for newly added
countries, we consulted the financial statements, annual reports and replenishment documents of the
largest multilateral organisations. Where necessary, we supplement this with information on
multilaterals that we know to be important for new countries even if not significant in size (for
example, South Africa’s contribution to the ODA-eligible African Union represents over 5% of the
country’s FID in 2020, even if the contribution of $23 million is tiny in relation to the entire multilateral
system).

% In this document, some variables appear to be mislabelled.
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The following items are counted in ODA, but not in FID (CRS aid type code in brackets):

e In-donor refugee costs (H02-HO5)

e Promotion of development awareness (H01)

e Administrative costs not elsewhere included (G01)

e Debtrelief (FO1)

e Scholarships (E01)

e R&D where we are sure it is spent in the donor country (channel code between 11000 and
12000, denoting public-sector institution as donor, and purpose code 43082, denoting
‘Research / Scientific Institution’)

There are three points to note in considering the new measure’s coverage:

e Consistency: Many of the new countries do not report the information required to construct
ODA. All newly added countries report some form of assistance provided to other (mainly
poorer) countries, but these figures do not include things like refugee costs or ‘promotion of
development awareness’ that are included in ODA. Overlooking this difference would bias the
ranking in favour of DAC countries.

e Coverage: Most of the items that we remove from ODA are counted elsewhere in some form.
For example, refugee costs have been removed from ODA for our measure, but the number of
refugees hosted is included in the Migration component. Similarly, scholarships and R&D are
also measured elsewhere in the CDL

¢ Definition: The DAC definition of ODA was the result of a series of compromises between the
DAC members, and the value of inclusion of some elements is contested. Focusing specifically
on cross-border flows is more likely to capture assistance that is of direct assistance to
developing countries in its entirety. This is also relevant for debt relief: the discount rates used
to calculate the grant element of loans (above) take into account the risk of default, and so
including debt relief as well is effectively double counting.
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Box 2. Tiirkiye's in-donor refugee spend and the quantity of its FID

Within the Development Finance component, our “quantity” indicator is concerned with cross-border
development finance. Accordingly, we have reassessed Tiirkiye's finance in this year's estimates,
recognizing that much of its ODA is ambiguously reported in the OECD, but in reality relates to
supporting refugees within its own borders.

The CDI recognizes hosting refugees within its Migration component, rather than in Development
Finance. As the refugee hosting indicator shows, Tiirkiye makes a very significant contribution, and
comes top of CDI countries on this measure. Turkiye hosts a large number of Syrian refugees, but, in
principle these costs should be excluded from bilateral FID as in-donor spend. We believe (based on
colleagues’ correspondence with government officials) that Ttrkiye's reporting practices to the OECD
for these FID-ineligible in-donor refugee costs differ from other donors’. Whereas other donors report
this spend to the OECD as “Refugees in Donor Countries” (CRS purpose codes: 93010 to 93018), for
Turkiye, a significant volume appears to be reported as “Material relief assistance and services” (CRS
purpose code: 72010) with Syria as the recipient. The potential justification for this could be that the
72010 purpose code “includes measures to promote and protect the safety, well-being, dignity and
integrity of crisis-affected people including refugees and internally displaced persons in developing
countries [emphasis added]” - and Tiirkiye might consider itself a developing country in this context.
Regardless, as this finance is spent domestically, it should not count as FID.

In order to make our adjustment, we calculate the ratio of refugees which Turkiye supports within the
country, to the internally displaced persons it supports within Syria. AFAD’'s 2019 International
Humanitarian Aid Annual Report confirms (p.41) that it is the “sole responsible authority for Turkey’s
camp coordination and shelter [...] in Syria.” It continues: “AFAD’s humanitarian activities surrounding
Syrian refugees has been divided into four different areas. These are the Euphrates Shield, Olive Branch,
Idlib and Peace Spring areas.” For each of these regions, it provides a breakdown of the number of
internally displaced Syrians supported by AFAD, which sum to 364,299 in 2019 (Euphrates Shield Area:
222,395 (p.43); Olive Branch Area: 20,000 (p.48); Idlib: 13,904 (p.45); Peace Spring Area: 108,000 (p.53)).
This compares to 3,576,370 Syrian refugees hosted within Turkey in the same year (UNHCR 2019 data).
Therefore, of Tlrkiye's projects coded with Syria as the recipient and “Material relief assistance and
services” as its purpose (CRS code: 72010), we estimate that 91% of this reflects in-donor refugee costs,
excludable from FID. In 2021, these projects totalled $6,238m; and so we deducted $5,677m from
Turkey's bilateral FID.

Following this adjustment, our new calculations of Turkiye's bilateral FID are significantly lower than our
previous estimates. With the adjustment, Tiirkiye's bilateral FID in 2021 is calculated as $1,538m,
compared to $7,214m without it (ie, a 79% reduction). It is noteworthy too that after applying this
adjustment to all years we also see a significant decline in Turkiye's 2021 bilateral FID, of 55% from the
previous year: $1,927m (2018), $2,096m (2019), $3,382m (2020), $1,538m (2021). We also note that in
earlier years our method will likely have overestimated Turkiye's bilateral FID by not excluding this
spend; but our more recent figures for CDI 2023 have been adjusted to correct this.

The Development Finance Quality indicator calculates a quality score (QS) that combines five
measures of bilateral development finance quality with a measure of multilateral quality, weighted by
the percentage of total finance accounted for by each. The bilateral measures are weighted as follows:

e Poverty and fragility focus:
o Focus of allocation to poorer countries (40%)
o Share of finance to fragile states (10%)

e Effective practice:
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o Transparency of development finance data (20%)
o Share of untied development finance (20%)
o Ownership - measure of projects aligning with recipient objectives (10%)

The multilateral aid quality score is set at the 67th percentile of bilateral quality and weighted
according to its share of the total. This reflects that multilateral aid is untied, is more transparent, has
the potential to be coordinated across providers and is not designed to also achieve provider
objectives.

This measure measures the extent to which development cooperationis allocated towards the poorest
countries.

We weight cooperation flows according to the shares that go to lower-income countries. In particular,
we weight each bilateral finance contribution using the inverse of the income level in the recipient
country (so that countries with a high income have a very small weight). This mirrors the concept of
diminishing marginal utility of income: the benefits, or ‘utility’, a recipient enjoys from a dollar of
income reduces as the income rises. The approach to income weighting is outlined earlier in this
methodology (page 12).

For each CDI country, we multiply the share of its total aid that it sends to a particular country by the
‘income weighting’ of that country. We sum these across all recipient countries to give its poverty
focus score. For non-DAC cooperation providers, inconsistencies in reporting on development
finance mean that it is not always possible to identify flows by recipient country. In such cases, we use
estimates of flows by country grouping and calculate the score using the average income of those
groups.®

Data on development cooperation flows is sourced from our FID dataset. For more on the FID
methodology, please see the FID working paper. Income data for partner countries is taken from the
World Bank’s DataBank, and filled in with other data sources where this is not available (see page 14 in
chapter above on income weighting).

This measures the extent to which bilateral development finance is allocated towards the most fragile
states. For each provider, this is calculated as the allocation-weighted average fragility score of
recipients, by multiplying the share of finance allocated to a recipient by its fragility score (the inverse
of the OECD’s States of Fragility aggregate fragility score; i.e. higher meaning more fragile) and
summing across all recipients. Recipients for whom a fragility score is unavailable (e.g., unspecified or
regional recipients) are dropped from the analysis, which is computationally equivalent to assigning
them each provider’s allocation-weighted average fragility score of recipients with an available
fragility score.

The incidence of poverty in the world is increasingly concentrated in fragile states, and these countries
are recognised as posing a particular challenge for development, not least the difficulty in raising their
own domestic resources.’* However, it is also generally regarded to be more difficult to spend
effectively in fragile states: costs are higher, the concept of ownership is not always meaningful, and it

5 Because 1/x is a convex function, this potentially reduces the score of countries that only report country groupings. To see
this, consider the two countries in the earlier example on poverty weighting, Mozambique (income $2,246) and Kenya (income
$3,230), scaled to the LIC average income of $2,246. The average income of these two countries is 0.5 * (1,380 + 3,230) = $2,305,
which would mean a score of (2,246/2,305) = 0.97. However, the average of their individual scores = 0.5 * (2,246/1,380 +
2,246/3,230) = 1.16. Also note that we are using PPP incomes, whereas country income categories are denoted in current US
dollars. This explains why the ‘average income’ figure we use for LICs is higher than the threshold for becoming an LMIC.

16 See, for example, Marcus Manuel et al. (2018) ‘Financing the End of Extreme Poverty’, Overseas Development Institute,
https://www.odi.org/publications/11187-financing-end-extreme-poverty.
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can be difficult to ensure that money reaches the poorest. To reflect these difficulties, we give this
measure a relatively low weight, at 10%.

This measure assesses the degree to which cooperation providers regularly publish development
finance data. In alignment with the Busan Agreement, countries are assessed on the timeliness,
openness and comprehensiveness of their reporting on development spending.

Countries receive a score out of a maximum 8 points. The scoring is based on a qualitative assessment
of reporting documents (including government reports and websites, as well as reporting through
traditional platforms such as the International Aid Transparency Initiative [IATI] or the OECD’s CRS),
conducted by CGD staff.” This methodology allows us to assess the transparency of DAC and non-DAC
donors on a consistent scale and to capture reporting by non-DACs, much of which is presented
outside of traditional reporting channels.

Timely and current

Countries are awarded up to 2 points based on the year for which the latest data available was
published.

e Ascoreof2isawarded for 2021 data
e Ascoreoflisawarded for 2020 data
e Ascoreof Oisawarded for 2019 data or older

Open and comparable

Countries are awarded up to 2 points for publishing their latest data on a platform that allows for
comparison across providers.

e Ascoreof2isawardedif datais publicly reported on an outlet that allows for comparison, such
as the IATI or the OECD's CRS.

e Ascore of 1is awarded if data is publicly reported but is not available via an outlet that allows
for comparison (for example, when providers report flows through their own reporting
publications or on government websites).

e Ascore of 0 is awarded if data is not publicly reported.

Comprehensive
Countries are awarded up to 4 points (1 point each) for reporting that includes the components listed

below. In each case, we allocate half a point (0.5 point) for the publication of financial data and a further
0.5 point for descriptive information on development cooperation programmes:

e Main aggregate figures for development finance (total spending on development cooperation)
e Main aggregate figures for development finance, by instrument (grants, loans, etc.)

e Flows by recipient country

e Project-specific information

This measure measures the share of development finance (excluding elements which are ineligible as
FID: administrative costs, spend on development awareness, in-donor refugee costs, in-donor student
costs, in-donor research spend, and debt relief) that is provided under the condition that the goods
and services they fund be procured from suppliers based in the provider country. The same goods and

7 To reduce potential challenges related to subjective scoring, two researchers reviewed the data and scored performance
against this measure.
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services may be available at lower cost from other countries, so tying aid potentially deprives
recipients of access to the most efficient service providers and thereby reduces its de facto value
relative to the development impacts it could have purchased if aid were untied.

Countries are awarded a score out of 4 points based on the share of aid that is untied, using the
following groupings:

e 1pointisawarded in cases where less than 50% of providers’ cooperation is untied.

e 2points are awarded in cases where between 50% and 69% of providers’ cooperationis untied.
e 3pointsare awarded in cases where between 70% and 89% of providers’ cooperationis untied.
e 4 points are awarded in cases where 90% or more of providers’ cooperation is untied.

For DAC providers, we use data reported in the DAC CRS on the tying status of aid to compute the share
of total aid that is untied for each donor. Partially tied aid is given a weight of 0.5 in calculating the
share of untied aid. While donors receive guidance on how to classify which aid is tied, partially tied,
or untied,® this status is self-reported by donors and not always consistent.

The EU is the only multilateral institution that ties a portion of its aid. This means that donors that
provide core support to the EU have a portion of their spending tied via EU allocations. We account for
this by multiplying the share of EU cooperation that is tied, as calculated using the methodology above,
by each provider’s core contributions to EU institutions.”® The resulting figure is added to the volume
of tied bilateral resources (in the numerator), while total core contributions to EU institutions are
included in the denominator.

For non-DAC providers, we searched for evidence of untying across official sources. In cases where
data was not available, we assigned countries a score of 1 point and assumed that aid was tied.?° In our
2020 publication, three of our sample countries — Argentina, Chile and Indonesia — only provide
development cooperation as technical cooperation or humanitarian assistance. As these types of
cooperation are excluded from the DAC recommendation on untying ODA, we award these countries
a score of 4 points.

This measure measures the degree to which development cooperation providers promote country
ownership over development interventions by aligning project objectives to recipient-country
priorities or national planning tools. To so do, we use data from Indicator 1.al, reported in the Global
Partnership for Effective Development Cooperation (GPEDC) 2018 monitoring round, which measures
the proportion of new development interventions that draw their objectives from country-led results
frameworks. For this indicator, recipient countries report to GPEDC on up to six development
interventions of significant size ($100,000 and above) approved during the year of reference.®
Specifically, this indicator measures the number of times recipients state that objectives are drawn
from their own priorities (a ‘yes’' response), divided by the number of projects reported. More detail on
the GPEDC indicators is available in the technical companion.

One challenge with GPEDC data is that differences in response rates across donors raise questions
about the reliability of high scores attained from only a few respondents. To account for this issue, we
assume that each recipient that does not report to the GPEDC would have awarded donors a score of

18 See ‘Converged Statistical Reporting Directives for the Creditor Reporting System (CRS) and the Annual DAC Questionnaire
- Addendum 7', Annex 11, ‘Types of Aid and Tying Status’ (p. 63):
https://www.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=DCD/DAC/STAT(2020)44/ADD2/FINALSdocLanguag
e=En.

19 Data on core contributions to EU institutions is sourced from OECD members’ total use of the multilateral system dataset.
20'we would be happy to change these scores if evidence of untying is provided.

2 please see the GPEDC's 2018 Monitoring Guide for more information on reporting parameters.
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0.4 (or 40%) on this measure, had they responded.?? This score is equivalent to the lowest score
reported in our sample of countries in the 2018 reporting round.?? To do so, we need to estimate, for
each CDI country, the number of non-respondents so that we can impute the number of assumed ‘yes’
responses equivalent to 40% of reported projects.

Non-respondents

To assess the number of recipients that do not respond, we subtract the number of recipients that
report scores on Indicator 1.al (per donor) from the total number of recipients supported by each
provider. For providers that report to the DAC, we count the total number of countries that received
ODA (excluding humanitarian and food aid, debt relief and in-donor refugee costs) in 2017, per donor.?*
This data is sourced from the OECD’s CRS. For other providers, we use own-reporting documents
(annual reports and websites) to derive the total number of recipients.? In all cases, we exclude from
the total number of recipients any ODA-eligible partner that reports to the GPEDC as a “provider."?

Imputed number of projects

We assume that recipients that did not respond to GPEDC Indicator 1.al would have reported a positive
response rate of 40% - two ‘yes’ responses out of five projects - if they responded.” We impute this
response rate for each non-respondent by multiplying the number of non-respondents by a score of
2 to mimic the assumed ‘yes’ response share and by 5 to capture the total number of projects we
assume non-respondents would have reported:

Estimated ‘yes’ responses = non-respondents x 2
Estimated projects = non-respondents x 5

We add estimated ‘yes’ responses to actual ‘yes’ responses. We divide the result by actual projects
reported on plus estimated projects to derive a ‘yes’ rate that accounts for non-respondents:

# 'yes' responses + (# of non — respondent recipients - 2)

0 hip =
wnersip # projects + (# of non — respondent recipients - 5)

We exclude fragile and conflict-affected countries with active peacekeeping or peacebuilding
missions from both the numerator and the denominator in our calculation. Using the World Bank's
definition of fragility, which underlies its World Bank's Harmonized List of Fragile Situations for 2017,
we distinguish between countries considered fragile due to poor institutional capacity and those that

22 This is equivalent to two ‘yes’ responses for every five projects reported.

2 Belgium received a score of 0.4 on Indicator 1.al.

24 We subtract humanitarian and food aid on the basis that ‘ownership’ is typically prioritized in cases of long-term
developmental planning and transfers rather than for humanitarian interventions, which are often responsive, unplanned
and intended to meet immediate needs. We exclude debt relief and in-donor refugee costs on the basis that this support does
not involve a transfer of funds to the recipient country, so there can be no expectation of ‘ownership’ over such funds.

% For Mexico, the number of partner countries was assessed using reporting by SEGIB’s 2018 Report on South-South
Cooperation in Ibero-America as well as countries’ own reporting documents. For China, we used data from AidDATA's Global
Chinese Official Finance Dataset 2000-2014 and took the average number of recipients of ‘ODA-like’ flows between 2012 and
2014. For Chile, we counted the number of recipients listed in AGCID's Annual Report, although we recognise that this might be
an underestimation as cooperation with Africa and Asia is not reported by recipient. For India, we counted the number of
recipients of lines of credit and technical cooperation based on data from India’s Export-Import Bank and its Ministry of
External Affairs.

2The GPEDC methodology allows respondents to select how they participate. Countries that are ODA-eligible and opt to
participate only as ‘providers’ have chosen not to respond to indicators measured by recipient, including Indicator 1.al. By
removing these countries from the total number of recipients, we do not penalize donors for the non-responses of countries
that participate as ‘providers’ only, despite being ODA recipients. Practically, this applies to 11 ODA-eligible countries in the
2018 monitoring round: Brazil, Chile, China, Colombia, Cuba, India, Mexico, Morocco, South Africa, Thailand and Tiirkiye.

27 This is the minimum number of responses that could yield a 40% rate of ‘yes’ responses and is also similar to the average
number of projects reported by countries that did respond for the CDI countries.
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are fragile due to active or recent conflict.® In the former, cooperation providers are encouraged to
work with and through recipient institutions to support sustainable capacity and state-building; in the
latter, efforts to meet immediate needs may require providers to engage with nongovernmental
channels to support service delivery.?® By excluding states with peacekeeping and peacebuilding
missions, we ensure that donors are not penalised for working beyond the government in such
contexts.

We provide a separate quality score for the share of finance provided as core contributions within
FID.% It is frequently argued that multilateral channels have certain advantages over bilateral
channels - they are less politicised than bilateral channels and preferred by aid recipients, and they
provide less fragmented spending (Gulrajani 2016). In addition, it is untied (with some exceptions, like
the Asian Development Bank who tie contracts to shareholder country providers; and the European
Union; see above on tied aid, page 26) and generally more transparent. In light of this evidence
indicating advantages of the multilateral system, we argue that providers who allocate greater core
contributions (rather than earmarked resources) to multilaterals are playing a key role in
strengthening the international development cooperation system as a whole, which is demonstrative
of higher-quality aid.*! To reflect this, we assign a quality score to multilateral contributions set at the
67th percentile of all countries’ bilateral aid quality.

To measure multilateral contributions for DAC providers, we use core multilateral tables (DAC Data,
Table 1). For non-DAC providers, we analyse UN system financial data and the annual reports of the 15
largest multilaterals in terms of ODA provided.*? This is supplemented with a list of additional
multilaterals that we know are important for non-DAC providers. While methodology omits some
multilateral contributions, they are not significant.®®* More information on how we calculate core
multilateral contributions from non-DACs is available in the FID working paper.

We exclude any contributions to multilateral agencies that are earmarked for spending in the provider
country. This is the case of some contributions to UN agencies made by providers from Latin
America®*

Within the multilateral contributions provided, there is likely to be a variation in the effectiveness of
approach. For example, in recent Quality of ODA (QuODA) results, demonstrates a wide variation in
multilateral effectiveness. It would be possible to take a more granular approach to scoring
multilateral allocations, which we may pursue in future editions.

28 The World Bank's list of fragile states considers a country to be fragile if it has either a) an average country rating of 3.2 or
less on the Country Policy and Institutional Assessments conducted by the World Bank Group, African Development Bank and
Asian Development Bank, or b) the presence of a UN or regional peacekeeping or peacebuilding mission over the last three
years.

» See Gravingholt, Leininger and von Haldenwang for a review of evidence on state-building support in fragile states.

30 A workbook that contains the names of the multilateral agency channels that can be reported to the DAC can be found at
http://www.oecd.org/dac/stats/annex2 htm.

31 Non-core funds are earmarked for specific sectors, themes, countries or regions.

32 This methodology is similar to that of McArthur and Rasmussen.

33 See Annex 2 of the FID working paper for a full discussion of the methodology and omissions.

34 For instance, the Mexican government provides funding to the UNDP, which is then spent in Mexico to deploy contractors
within Mexico’s development cooperation agency (see Calleja and Prizzon).
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Further Reading

e Quality of Official Development Assistance (QuODA)

e QuODA Working Paper

e How Much and How Well: Revisiting the Aid Component of the Commitment to Development
Index

Europe Beyond Aid: Assessing Europe’s Commitment to Development Assistance

CDI Workbooks: Development Finance

CDI Analysis Tool

CDI Project Site
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Investment Component

Why Are Investment and Financial Transparency Important for
Development?

Foreign direct investment (FDI) is an important catalyst of economic growth in many developing
countries, in many cases constituting a significant part of capital formation. Rich countries’ policies
that either support or impede investment beyond their borders can have a substantive effect on the
well-being of many developing-country citizens. Foreign investment can contribute to the
development of infrastructure, housing, transport, energy supply and many other areas. However, the
quantity of investment is not the only important dimension of investment as a development tool. It is
also important that measures be in place which ensure that the environment, human rights, and the
general welfare of those affected by the investment are properly safeguarded, and that the investment
is conducted transparently and through legal channels.

International financial flows can also be used to facilitate crime, money laundering, international
bribery, corruption, tax evasion, and tax avoidance. Ultimately, illicit financial flows from developing
countries may end up as assets held in the financial institutions and property markets of rich
countries instead of contributing to developing countries’ own development. In this way, illicit
financial flows deprive the concerned country of urgently needed resources for private and public
investment, thereby hampering infrastructure building and economic growth. States now have legal
duties to screen, trace, freeze, seize and return illicit wealth, and to detect, prevent and punish foreign
bribery. This supports the integrity of investment, public accountability and revenue raising in
developing countries. So, we consider whether countries are making and meeting effective
commitments on financial integrity and combating illicit financial flows as part of the CDI.

Similarly, large multinational enterprises can take advantage of the tax regimes of rich countries to
minimise the amount of tax they pay, including through the use of tax havens. This phenomenon,
known as base erosion and profit shifting, can deprive developing countries of corporate tax revenue,
and is the main thrust behind the landmark OECD/G20 Inclusive Framework on BEPS. We therefore
assess CDI countries — including their dependent jurisdictions — on the alignment of their applied
corporate tax rates with this framework.

Related CGD work: Finance and investment

Structure

The Investment component’s indicators and their weights in the overall component score are as
follows:

Investment Standards

e Anti-corruption (15%)

e Business and Human Rights (10%)

e Natural Resource Governance (10%)

Financial Secrecy

« Financial Secrecy (25%)

Limiting banking secrecy

Extractive country-by-country reporting
Public statistics

Anti-money laundering

Automatic exchange of information
Bilateral treaties

O O O O O O
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o International legal cooperation
o Beneficial ownership

Investment Agreements
o International Investment Agreements (20%)

Corporate Tax Rate Alignment
e Corporate Income Tax Rates (20%)

Investment Standards

Policy inputs towards higher investment standards are measured by the international commitments
a developed country takes on. This subcomponent looks at three important areas of investment
standards: commitments on business and human rights, commitments to better governance of
natural resources, and commitments to criminalise bribery of foreign officials.

This indicator assesses the degree to which countries adopt and enforce the OECD’s Anti-bribery
Convention, as measured by Transparency International in its Exporting Corruption Report for 2022.
The convention requires parties to criminalise bribery of foreign public officials and to introduce
related measures. The convention is a key instrument for curbing global corruption because the 44
signatory countries are responsible for approximately 65% of world exports and more than 75% of
total FDI outflows.

The scores, from 0 to 3 points, are taken directly from the Transparency International report. They are
assessments of the enforcement status of the OECD’s Anti-Bribery Convention. As with all CDI
indicators, these raw scores are then standardised to mean O, standard deviation 1.

As the convention is not exclusive to OECD members, any countries which have not signed on are
given O points.

This indicator scores countries, from O to 3 points, for their engagement with OECD’s responsible
business conduct (RBC) principles. These standards set out the expectation that businesses -
regardless of their legal status, size, ownership or sector — contribute to sustainable development,
while avoiding and addressing adverse impacts of their operations, including any throughout their
supply chains and business relationships.

Countries are assessed on three aspects, for a total raw score of 6 points possible:

1 Wheth)er the government has responded to a survey on business and human rights (0-1
oints

2. \I;Vhether a national action plan on business and human rights is being drafted (1 point) or
is already adopted (full 2 points). Countries with a chapter on business and human rights
in a broader Human Rights NAP also receive 1 point.

3. Whether a multinational National Contact Point (NCP) has been set up. For any given year,
a country receives 1 point each for meeting the following criteria:
e Adherence to the OECD Declaration
e Formation of NCP
e Active participation in own or other countries’ NCP peer reviews
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This indicator assesses countries’ engagement with certain initiatives designed to limit the problems
that natural resource-rich developing countries can face.

The Extractive Industries Transparency Initiative (EITI) promotes transparency in the management of
natural resources. If a country participates in EITI, its extractive companies (oil, gas, mining) are
required to publish what they pay to the governments of countries they operate in, and governments
that sign on to EITI are obliged to disclose what they receive from such companies. A multistakeholder
group monitors the process in each participating country. A list of participating countries and
institutions can be found here.

The Kimberley Process Certification Scheme is a joint initiative of governments, industry, and civil
society that aims to eliminate the trade of conflict diamonds. Conflict diamonds are those whose sales
contribute to funding armed conflicts. A full list of participating countries is available here.

A total of 7 points are possible for the raw score:

e EITL

o Acountry gets 2 points for being a formal supporter of the EITI initiative.

o In addition, each country also gets up to 3 points for progress towards implementing
the EITI standard, with “very high” = 3 points, “high/satisfactory” = 2 points, and
“moderate/meaningful” = 1 point, “fairly low/inadequate”, “low/no progress”, or
“suspended” countries receiving 0 points, and with those countries which are yet to be
assessed receiving the average score.

e Kimberley Process: A country gets 2 points for participating in the Kimberley Process.

Financial Secrecy

The Financial Secrecy indicator of the CDI is based on a subset of measures drawn from the Financial
Secrecy Index (FSI) and directly from OECD and Financial Action Task Force (FATF) peer reviews and
mutual evaluations. The FSI is published biannually by the Tax Justice Network. It scores jurisdictions
based on information on their laws, regulations and cooperation with information exchange
processes, and itis used to calculate a secrecy score for each country. The FSIwas developed to provide
ameans to assess the extent to which jurisdictions provide harmful financial and legal secrecy to non-
residents, providing a ‘criminogenic environment’, which enables illicit financial flows (including tax
evasion). The current iteration of the FSI has expanded to include 20 indicators, but they do not all
relate to secrecy and illicit activities.

In adapting the FSI indicators into CDI measures we have considered whether each FSI indicator
relates to financial secrecy or illicit financial flows, whether the criteria are well supported by
international norms or measure good practice in relation to preventing illicit financial flows, and
whether the data appear to be reliable. On this basis we have selected eight indicators (including two
which are modified from the FSI).

FSIindicators are rated on a scale of 0 to 100, where 0 is low secrecy and 100 is high secrecy. This is
maintained in the CDI and the website: a high score relates to high secrecy (i.e., poor policy effort on
financial integrity) and a low score relates to low secrecy (i.e., high policy effort on financial integrity).
For most countries, the raw score for the financial secrecy indicator is the simple average of that
country’s score on the 8 measures. Some jurisdictions (China, Netherlands, United Kingdom, United
States), however, have dependent jurisdictions for which data from FSI is also available.?® Each

3 For the UK, this includes Anguilla, Bermuda, British Virgin Islands, Cayman Islands, Gibraltar, Guernsey, Isle of Man, Jersey,
Montserrat, Turks and Caicos Islands, for the US, this includes Puerto Rico, Guam, the US Virgin Islands, and American Samoa, for
China this includes Macao and Hong Kong, and for the Netherlands, this includes Aruba and Curacao.

33


http://www.eiti.org/
https://eiti.org/supporters/countries
https://www.kimberleyprocess.com/
http://www.kimberleyprocess.com/en/participants
https://eiti.org/supporters/countries
https://eiti.org/countries
https://eiti.org/countries
https://www.kimberleyprocess.com/en/participants
http://www.financialsecrecyindex.com/
http://www.financialsecrecyindex.com/
http://www.fatf-gafi.org/
https://www.taxjustice.net/

dependent jurisdiction is evaluated separately from its parent jurisdiction by the Tax Justice Network.
Using global scale weights, which are a measure of each jurisdiction’s share of the global market for
financial services provided to non-resident clients, we calculate a weighted average for the
aforementioned countries.

Note that there are two aspects to the scores that the FSI uses to assess countries: the Key Financial
Secrecy Indicators as measures of secrecy and the Global Scale Weight, a measure of jurisdictions’
importance in the total global trade in financial services. In order to make financial secrecy policies
comparable across all countries in the CDI regardless of scale, we use only the former for CDI
measures, the scores on the individual indices of secrecy.

The following FSIindicators of financial secrecy are translated into CDI measures:

This measure assesses whether a jurisdiction enables banking secrecy, where absence or
inaccessibility of banking information is also considered a form of banking secrecy. For a country to
obtain a full score on this measure, the jurisdiction must ensure that banking data exists and that
competent authorities (i.e., the government authority designated as being competent to exchange
information with other jurisdictions under double tax conventions or tax information exchange
agreements) have effective access to this data. This means that tax authorities can obtain account
information without the need for authorisation from a separate institution, such as a court, for
example, and that there are no undue notification requirements or appeal rights against obtaining or
sharing such information.

For further details on this measure, please consult the FSI methodology.

Another area where a modified indicator has been adopted is country-by-country reporting. Under
the G20/OECD-led Base Erosion and Profit Shifting programme, large multinational companies are
required to submit an annual country-by-country report to their home tax authority, giving headline
figures on revenues, profits, assets, employees and taxes paid in each jurisdiction. It is intended as a
risk assessment tool for revenue authorities. The international agreement is for this information to be
kept confidential and shared between revenue authorities using exchange-of-information protocols.
A number of campaigning organisations argue that companies should be required to publish these
country-by-country reports. The FSIincludes criteria that countries should require full annual public
country-by-country reporting by corporations of all sectors. However, this has not been adopted by
the CDI since it is not the basis of current international agreement or expert consensus, and it is not
clear that this is relevant to illicit financial flows. The FSI does offer a partial score for countries that
have these requirements for public country-by-country reporting in particular sectors. There is also
specific justification for publication of country-by-country reports on extractive-sector revenues, to
enable public and parliamentary scrutiny of natural resource revenues, which are often linked to
corruption. The CDI therefore adopts this part of the relevant FSI indicator, and makes this into a full
measure. It also rounds down the score so that only those countries with the worst score are punished.

For further details on this measure, please consult the CGD financial secrecy methods paper.

This measure measures the degree to which a jurisdiction makes publicly available 10 relevant
statistical datasets about the jurisdiction’s economic and financial engagement with the wider world
through trade, investment and taxes. Crucially, bilateral disaggregation ensures that the data offers
valuable insights to every partner jurisdiction.

For further details on this measure, please consult the FSI methodology.
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This measure examines the extent to which the anti-money laundering regime of a country is
considered effective by the FATF, the international body dedicated to tackling money laundering, and
evaluates countries’ compliance with FATF recommendations. The assessment is based on peer
reviews evaluating the implementation of FATF recommendations concerning the laws, institutional
structures and policies deemed necessary to counter money laundering and terrorist financing. Peer
reviews are carried out in five-year cycles. The third round of mutual evaluations was completed in
2012. Each recommendation taken from the FATF's 40 recommendations concerning the laws,
institutional structures and policies considered necessary to address money laundering and terrorist
financing is given an equal weight in this methodology. A 100% rating indicates full compliance,
whereas a 0% rating indicates a country is deemed wholly non-compliant.

For further details on this measure, please consult the FSI methodology.

The measure assesses whether a country has signed the Multilateral Competent Authority Agreement
(MCAA), which provides the legal framework to engage in automatic exchange of information. Under
the MCAA, jurisdictions agree to automatically provide information to their home jurisdictions about
the bank accounts (and other reportable accounts) held by foreign tax residents in their countries. This
includes details of the owner of the account, the account number, balance at the end of the year, and
any income received. A score of 1is given if a country has signed the MCAA and has committed to start
exchanging information in 2017. A score of 0.50 is given if a country has signed the MCAA and
committed to start exchanging information in 2018. A score of 0.25 is given if a country has not yet
signed the MCAA but has committed to start exchanging information in 2017. A score of 0.10 is given
if a country has not signed the MCAA but has committed to start exchanging information in 2018. No
score is awarded if a country has neither signed the MCAA nor committed to start exchanging
information.

For further details on this measure, please consult the FSI methodology.

This measure assesses the extent to which a jurisdiction has signed and ratified bilateral treaties
conforming to the ‘upon request’ information exchange standard developed by the OECD and the
Global Forum with 53 other countries, and/or whether the jurisdiction has signed and ratified the
Council of Europe / OECD Convention on Mutual Administrative Assistance in Tax Matters (amended).
This is important because tax authorities around the world face immense difficulties when trying to
secure foreign country-based evidence relating to suspected domestic tax evasion or tax avoidance.
Exchange-of-information provisions allow jurisdictions to obtain information from tax authorities in
other countries. The ‘upon request’ provisions can either be tax information exchange agreements or
full double taxation agreements, whose scope extends far beyond information exchange.

For further details on this measure, please consult the FSI methodology.

The measure measures the degree to which a country engages in international judicial cooperation
on money laundering and other criminal matters. The measure assesses the level of a country’'s
compliance with recommendations of the FATF, the international body dedicated to counter money
laundering. In 2003, the FATF established its 40 recommendations concerning the laws, institutional
structures and policies considered necessary to address money laundering and terrorist financing.

For further details on this measure, please consult the FSI methodology.
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A key issue in achieving meaningful financial transparency is how readily beneficial owners (i.e., the
natural person or persons who ultimately own or control a company, trust or partnership, or on whose
behalf a transaction is being conducted) can be identified. This is a foundation for anti-money
laundering and anti-tax evasion efforts, since anonymously owned shell companies can be used to
launder illicit proceeds of corruption, tax evasion and crime. Legal and beneficial ownership
information can assist law enforcement and other competent authorities by identifying those natural
persons who may be responsible for the underlying activity of concern, or who may have relevant
information to further an investigation. This allows the authorities to ‘follow the money' in financial
investigations. Relevant international agreements on this are FATF recommendation 24 (or 33 in
previous numbering) and the Global Forum on Transparency and Exchange of Information for Tax
Purposes.

The CDI does not use the FSI indicator for beneficial ownership for a few reasons. The FSI criteria on
beneficial ownership go considerably beyond the FATF and Global Forum recommendations in terms
of defining the threshold for beneficial ownership (down to the level of one share). It is not clear
whether the ‘no threshold’ approach advocated by the FSI would be proportionate in administrative
and enforceability terms. At the same time, the criteria do not consider the reliability of the
information (i.e., in self-declared versus verified systems). The FSI's measurement on this issue also
allows fairly benign practices (such as the existence in theory of historical ‘bearer shares’) to deliver
the highest secrecy score. The CDI therefore uses an indicator more directly based on compliance with
internationally agreed-upon standards. The schedule of peer reviews means that there is no single
rating which can be used.

The CDI's solution is to use the most recent compliance rating from one of four alternative sources, in
order of preference: a) the FATF, b) the OECD Global Forum on Transparency, ¢) OECD Illicit Flows from
Developing Countries and d) the Global Forum Overall Reviews. The compliance rating is converted
into a numerical score as follows: Compliant = 3, Largely Compliant = 2, Partially Compliant = 1, Not
Compliant = 0. Because this is combined with other FSI indicators as part of the Financial Secrecy
indicator, we convert this numerical score to the same scale, by dividing by 3 and subtracting from 1,
so it ranges from O (best score) to 1 (worst score).

For further details on this measure, please consult the CGD financial secrecy methods paper.

Investment Agreements

While the benefits of investment have long been acknowledged, countries are increasingly worried
about the economic and social costs of unregulated market forces. International investment
agreements (ITAs) can help to ensure that investment is not harmful for the environment, brings social
benefits and promotes gender equality, which can help developing countries to move up the global
value chain.

This indicator assesses the development-friendliness of the IIAs a CDI country has signed which have
come into force. ITAs in the scope of our measure include bilateral investment treaties and some free
trade agreements between CDI countries and any ODA-eligible country. IIAs contain legal measures
designed to protect the investments made by investors (parties) of one state in the territory of another
state under international law. To attract and facilitate FDI, IIAs therefore offer foreign investors legal
security and protection against most of the risks that may occur. However, there are concerns that
these agreements protect the interests of the investors as opposed to the general interests of the
recipient countries, with weaknesses in protections for human rights and the environment. Therefore,
[IAs need to find an equilibrium of ensuring that countries retain their right to regulate for pursuing
public policy interests (including sustainable development objectives) while contributing to a
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favourable investment climate and protecting foreign investors from unjustified discrimination
measures by the host state.

Data on IIAs was analysed by the Center for Research and Studies on Coherence and Development
(CIECODE). The IIAs analysed were those in which the parties were, on one side, one of the CDI
countries and, on the other, a developing country (according to the OECD’s list of ODA recipient
countries). For each of the 40 CDI countries, the analysis includes the latest three IIAs with a
developing country which came into force in each of four time periods (2014-present, 2008-2014,
2004-2008, and pre-2004) and are still in force. The most recent updates of all agreements have been
considered. When analysing regional agreements, the score is extended to all the parties involved as
though the agreement were an ITA. The minimum number of agreements each CDI country needs to
have signed to achieve full marks is three agreements. If a country has not signed at least three IIAs
with developing countries, then it receives an adjusted score in which it receives the average score
across all CDI countries for the proportion of non-existent agreements below the threshold of three.

For assessing the ‘sustainable quality’ of the ITA, the preamble, the fair and equitable treatment clause,
capital control measures, and the investor-state dispute settlement system were analysed. Any other
general clause in the treaty that extends its application to these clauses was also analysed. Each of the
four provisions analysed was given a score ranging from 0 to 2 (in the case of the Preamble and capital
control clauses), or O to 3 (in the case of the FET and ISDS clauses). The score primarily depended on
how much the content of each clause contributed to the agreement’s capacity to (a) promote pro-
sustainability foreign investments, and (b) protect the state’s right to regulate when it comes to
pursuing legitimate sustainable development goals.

You can read more about our methodology in CIECODE's methodological note on IIAs.

Corporate Tax Rate Alignment

Countries recently agreed to a minimum level of corporate taxes in the landmark 2021 agreement of
the OECD/G20 Inclusive Framework on Base Erosion and Profit Shifting (BEPS) in an effort to counter
the tax planning strategies of multinational enterprises to avoid paying tax, often through the use of
tax havens. Although the quantification of its impacts is difficult, research by the IMF and others
suggests that his has an outsized impact on developing countries, which derive a larger proportion of
total revenues from corporate income tax.

See also Petr Jansky's paper on illicit financial flows and the Commitment to Development Index.

This indicator measures the Lowest Available Corporate Income Tax rate (LACIT), produced by the Tax
Justice Network as part of the Corporate Tax Haven Index. As they point out, “a jurisdiction has a
“headline” or statutory rate of corporate income tax, but in reality a multinational may end up paying a
much lower effective tax rate either because of a secret tax ruling or due to specific exceptions and
exemptions.” The full methodology is available here.

In cases where a country has not been assessed in the Corporate Tax Haven Index, we instead use the
statutory rate from the OECD. The 14 CDI countries not assessed have low potential of being “major
misalignment jurisdictions” and their LACIT rates are unlikely to differ significantly from their statutory
rates.

As with the Financial Secrecy indicators, we group dependent jurisdictions with their parent
jurisdictions (such as the Crown Dependencies and Overseas Territories with the UK). As with the
Financial Secrecy indicators, we use global scale weights to calculate weighted average scores for China,
the Netherlands, the United Kingdom, and the United States. Unlike the FSI, these global scale weights
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are a measure of how much of the financial activity conducted by multinational enterprises is hosted by
each jurisdiction, based on foreign direct investment volumes.

We cap the rate at the average corporate income tax rate of developing countries to (a) reflect that it is
differentials in rates that drive profit shifting, and (b) avoid over-rewarding countries with very high
rates. The average developing country statutory corporate income tax rate, calculated using data from
the Tax Foundation, is 24.52%.

Further Reading

e Exporting Corruption 2022: Enforcement Against Foreign Bribery Hits Historic Low

e OECD/G20 Base Erosion and Profit Shifting Project

e Base Erosion, Profit Shifting and Developing Countries

e  Profit shifting of Multinational Corporations Worldwide

e Europe Beyond Aid: The Role of European Countries in Fostering Development through
International Investment

e Europe Beyond Aid: Illicit Financial Flows - Policy Responses in Europe and Implications for
Developing Countries

e Illicit Financial Flows and the 2013 Commitment to Development Index

e Section on finance in the CDI methodology paper from 2013

e CGD financial secrecy methods paper

e CDI Component Workbooks: Investment

e CDI Analysis Tool
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Migration Component

Why Is Migration Important for Development?

International mobility of workers is a source of opportunities for people to improve their lives, as well
as those of their families. The available evidence suggests that gains to development from lowering
barriers to emigration appear much larger than gains from further reductions in barriers to goods or
capital flows, and may be much larger than those available through any other shift in a single class of
global economic policy.

When workers migrate from poor to rich countries, they often broaden their opportunities to earn
higher incomes, access knowledge and gain valuable skills. Meanwhile, returning migrants may often
bring technical know-how back to their home countries, contributing to the wider knowledge base in
their societies. What's more, migrant workers from low- and middle-income countries are estimated
to have collectively sent over $630 billion in 2022, helping increase incomes and smooth consumption
in their countries of origin. This flow exceeds official aid by a factor of 3 and is similar to levels of FDL

In addition to the economic aspects of migration, social remittance effects have often been observed.
Returning migrants may contribute to changing social norms at home, pushing for better political
accountability, transparency and more equal gender norms. In particular, when women have more
opportunities for migration, there may be even larger social remittance impacts. Therefore, the
stronger the opportunities for migrants and refugees to integrate into their host societies - including
through employment - and the better their rights are protected, the more they are able to enjoy the
opportunities available to them, and the better their life chances are.

Related CGD work: Migration, displacement, and humanitarian policy.

Structure
The Migration component’s indicators and their weights in the overall component score are as follows:

Migrants
e Immigrant Inflow (30%)
e Female Immigrants (10%)

Refugees
o Refugee Hosting (30%)

Integration and Protection
o Integration Policies (20%)
e International Treaties (10%)

Migrants

Migration is a powerful poverty reduction tool for migrants, their families, and wider communities,
and can contribute to delivering the Sustainable Development Goals (SDGs). Emigrants contribute to
the development of their home countries by sending remittances, investing, and transferring
knowledge and ideas.

This indicator measures the inflow of migrants to CDI countries. We take the view that a migrant
arriving into a rich country from a poor one gains a much greater relative increase in wealth,
opportunities and overall standard of living than does a migrant worker arriving from a wealthier
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country. The former migrant’s remittances are also likely to be a much more important component of
income in the home country thanis true for a wealthier migrant. For this reason, we give higher scores
to CDI countries for accepting migrants from poorer countries; that is, we apply the income weighting
outlined above (page 12) when calculating CDI countries’ scores on this indicator. With these weights
assigned to origin countries, country j's score on this indicator is calculated as

21 Weighted Migrantsj;
Population;

Weighted Migrants Score; =

’

where
e  Weighted Migrants;; = the number of migrants arriving in country j from country i, multiplied
by country i's income weight, and
e Population;=the population of country j in thousands.

Migrant data come from the OECD International Migration Database, and population and GNI per
capita, PPP, data come from the World Bank’s World Development Indicators.

If we could not find data for the latest year, we used the most recent year for which there was data, up
to two years previously. After doing so, the OECD data is still lacking for several host countries, with
“total” migrant inflows listed exceeding the sum total of migrant inflows disaggregated by origin
country. In these instances, where “totals” exceed sums of disaggregated data by over 25 percent, we
instead use the latest available data from the UN on migrant stocks (here and here) to calculate a
synthetic migrant inflow indicator: for a given host country, the flow of migrants from country X in
2020 is calculated as the stock of migrants from that country in 2020 minus the stocks from that
country in 2019%. If the number is negative, it is treated as O because we are interested in migrant
inflows, not outflows. The synthetic migrant inflow number is then income weighted as described
above.

This indicator measures the percentage of immigrants into the CDI country who are female. Female
migrants are viewed as important not only because of the equality of opportunity hosting them
provides for migrants of both sexes, but because when women have more opportunities for migration,
there may be even larger social remittance impacts on gender equality in their home countries.

Country j's score on the Female Migrants indicatoris

Y. Female Migrants,;

Female Migrants Score]- = S Total Migrants :
tj

where
e (Female/Total) Migrants, = (female / total) migrants arriving at time t in country j.

Our primary data source for this indicator is the OECD'’s International Migration Database. Where data
on female immigrants is not available from the OECD, migrant 'flows' are simulated using data from the
UN by calculating the difference between UN migrant stocks disaggregated by sex between 2015 and
2020. If these UN data for stocks in both 2015 and 2020 are lacking, then as a last resort, UN stocks for
2020 are used to ascertain the ratio of women in the total migrant stock of a host country.

36 Note that for Russia, there was no UN data on migrant stocks for 2019, so we take 2020 minus 2015 and divide this by 5.
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Refugees

The 1951 Refugee Convention defines a refugee as “someone who, owing to a well-founded fear of being
persecuted for reasons of race, religion, nationality, membership of a particular social group or political
opinion, is outside the country of his nationality and is unable or, owing to such fear, is unwilling to avail
himself of the protection of that country; or who, not having a nationality and being outside the country
of his former habitual residence as a result of such events, is unable or, owing to such fear, is unwilling
toreturntoit.”

This indicator measures the degree to which the CDI country welcomes refugees. Countries are scored
on the number of refugees and people in refugee-like situations that they take in.*’

Refugee data come from UN High Commissioner for Refugees (UNHCR) global trends reports, and
population data come from the World Bank’'s World Development Indicators.

Box 3. Ukrainian refugees in Russia in 2022

According to the UNHCR data source used for the CDI, Russia hosted nearly 1.3 million Ukrainian
refugees at the end of 2022. We have chosen not to count these refugees towards Russia’s CDI score,
primarily because of the fact that the surge of Ukrainian refugees worldwide has been caused by
Russia’s invasion, but also due to reports emerging which suggest some part of these border crossings
may constitute forcible transfers.

Integration and Protection

Public policies have a significant impact on the way migration contributes to the development of both
countries of origin and those of destination.

When migrants and refugees settle in new communities, they will have more opportunities if they are
protected by legal rights. The full benefits of migration for both migrants and host countries can also
be better realised if migrants are well integrated. Studies suggest that better integration of migrants
also leads to higher long-term economic, social and fiscal gains for the country where they settle.

This indicator uses the data from the 2020 Migrant Integration Policy Index (MIPEX), which assesses
how effective host-country policies are at helping to integrate migrants. MIPEX consists of eight
categories, which together assess 50+ policy indicators. The eight dimensions of MIPEX are the
following:

Labour market mobility

Education

Political participation

Family reunion

Antidiscrimination

Access to nationality (i.e., naturalisation)
Permanent residence

Health

PNV A WNE

S7Except some 4.9 million Palestinian refugees residing in areas of operation of the United Nations Relief and Works Agency for
Palestinian Refugees in the Near East (UNRWA).
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The published MIPEX index does not cover three of the countries we assess in the CDI, Saudi Arabia,
South Africa, and the United Arab Emirates, so we contracted the Migration Policy Group, the producer
of MIPEX, to produce these countries separately for the CDIL

This indicator assesses the extent to which countries have ratified and reviewed their implementation
on international agreements aiming to protect migrants. Signature and ratification on two*® ILO
conventions is considered:

e 1949 Convention Concerning Migration for Employment (No. 97)
e 1975 Convention Concerning Migrations in Abusive Conditions and the Promotion of Equality
of Opportunity and Treatment of Migrant Workers (No. 143)
[ ]
In addition, we look at whether a country has submitted a voluntary review of its progress against the
objectives of the Global Compact for Migration (GCM).

Of atotal of 30 possible points, countries receive 10 points for ratifying each convention; and 10 points
for submitting a voluntary review of the GCM, 5 points if the convention was ratified but with excluded
provisions, and O points if the treaty was not ratified, or if a voluntary GCM review has not been
conducted. We note that, as the GCM is non-binding, countries do not have to submit a review, nor
show progress against the objectives. Yet doing so demonstrates a level of support for the protection
of migrants beyond mere high-level agreement.

Further Reading

e 2022 Global Refugee Work Rights Report

e AnEvaluation of an Extended Index on Pro-development Migration Policies

e Europe Beyond Aid: Assessing European Commitment to Migration

e Section on migration in the CDI methodology paper from 2013

e (Climate Change and Migration: An Omnibus Overview for Policymakers and Development
Practitioners

e CDIComponent Workbooks: Migration

e CDI Analysis Tool

e CDIProject Site

38 In contrast to the CDI 2021, we no longer look at the 2000 UN Protocol to Prevent, Suppress and Punish Trafficking in Persons,
Especially Women and Children, as all CDI countries have now signed and ratified.

42


https://www.migpolgroup.com/
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_INSTRUMENT_ID:312242
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_INSTRUMENT_ID:312242
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB%3A12100%3A0%3A%3ANO%3A%3AP12100_ILO_CODE%3AC143
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB%3A12100%3A0%3A%3ANO%3A%3AP12100_ILO_CODE%3AC143
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB%3A12100%3A0%3A%3ANO%3A%3AP12100_ILO_CODE%3AC143
https://www.un.org/en/migration2022/voluntary-GCM-reviews
https://www.cgdev.org/publication/2022-global-refugee-work-rights-report
https://www.cgdev.org/doc/cdi/2006/lowellMigration.pdf
http://www.cgdev.org/sites/default/files/EBA_Migration.pdf
https://www.cgdev.org/sites/default/files/archive/doc/CDI_2013/Index-technical-description-2013-final.pdf#page%3D41
https://www.cgdev.org/publication/climate-change-and-migration-omnibus-overview-policymakers-and-development
https://www.cgdev.org/publication/climate-change-and-migration-omnibus-overview-policymakers-and-development
https://www.cgdev.org/sites/default/files/cdi2023-component-workbooks.zip
https://www.cgdev.org/sites/default/files/cdi2023-component-workbooks.zip
https://www.cgdev.org/sites/default/files/cdi2023-analysis-tool.zip
https://www.cgdev.org/project/commitment-development-index
http://www.ohchr.org/EN/ProfessionalInterest/Pages/ProtocolTraffickingInPersons.aspx
http://www.ohchr.org/EN/ProfessionalInterest/Pages/ProtocolTraffickingInPersons.aspx
http://www.ohchr.org/EN/ProfessionalInterest/Pages/ProtocolTraffickingInPersons.aspx

Trade Component

The Trade component assesses countries’ policies facilitating international trade in goods by lowering
tariffs, reducing agricultural subsidies to their farmers, enabling trade in services and minimising red
tape.

Why Is Trade Important for Development, and for All of Us?

International trade and trading relationships are changing very rapidly. According to the UN
Conference on Trade and Development (UNCTAD), international trade reached record highs of $28.5
trillion in 2021). Rich countries’ trade policies have a significant impact on the trading prospects of
developing countries. Trade provides important opportunities for countries to develop dynamic
export sectors, tap into global supply chains, attract investment, create jobs and reduce poverty. The
human impacts of these benefits are very real. One study, for instance, suggests that the introduction
of the African Growth and Opportunity Act, the US trade agreement with sub-Saharan African
countries, has reduced infant mortality in the latter group of countries by about 9% of the sample
mean. It is therefore critical for such development prospects that rich countries open themselves to
trade with developing-country partners. But despite a wide consensus on the positive effects of trade,
many goods for which poor countries have a relative production advantage, such as agricultural goods
or textiles,? still face tariffs and other trade barriers in rich countries.

Rich countries also affect the development prospects of trading partners beyond their borders when
they subsidise domestic agricultural production. This lowers production costs for those countries that
can afford to subsidise, which causes overproduction and the ‘dumping’ of the excess supply onto
world markets. This in turn lowers the global prices of agricultural produce and thus hurts poor-
country farmers. Also, trade in services is becoming increasingly important for development, with
about 17% value share of total exports from developing economies, but regulatory barriers remain.

Besides these direct measures, there are also high administrative or logistical costs to trading with
some countries, which is a particular disadvantage to poorer trading partners, exporting low value-
added items, and less able to absorb additional costs.

Related CGD Work: Trade

Structure
The Trade component’s indicators and their weights in the overall component score are as follows:

Tariffs
e Lower-Income Weighted Tariffs (30%)
e Tariff Peaks (10%)

Agriculture
e Agricultural Subsidies (20%)

Services
e Services Trade Restrictions (20%)

Logistics
e Logistics (20%)

39 Note that a ‘relative’ production advantage in this sense refers to the economic theory of comparative advantage. It does not
mean these countries produce these things absolutely more efficiently than their trading partners do, but that their producing
them incurs lower opportunity costs — the forgone production of other goods. Classical trade theory holds that everyone is
better off if they produce and export goods in which they have a comparative advantage and import other goods.
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o Customs
o Infrastructure
O

Tariffs

Trade is important to development, but many nations protect their domestic industries with tariffs,
often in sectors where developing countries are trying to develop their own industries, such as
agriculture, textiles and manufacturing. In this indicator, we measure the average level of tariffs and
the number of tariff ‘peaks’, giving a greater weight to tariffs against lower-income countries. This
indicator scores countries negatively on the ad valorem equivalent of duties on imports from all
trading partners. Tariffs are also income weighted so that a high score on this indicator indicates
relatively low tariffs, or that tariffs against poorer countries are lower than those against richer
countries. We also score countries on the number of tariff peaks, that is, tariffs over 15%, and similarly
income weight these.

For tariff data, we use Global Trade Analysis Project data from the Market Access Map (MAcMap)
produced by the International Trade Centre (ITC) and use tariffs aggregated at the HS2 level. The
Harmonized Commodity Description and Coding Systems (HS) is an international nomenclature for the
classification of products. It allows participating countries to classify traded goods on a common basis
for customs purposes. At the international level, the Harmonized System (HS) for classifying goods is a
six-digit code system, with HS2 product codes being a broader amalgamation, which contains more
granular groupings of goods coded at the HS4 level, and HS6 being more granular in turn, relating to
individual product lines.

The process is to take an average of the rates of an importer’s HS2 tariffs against a trading partner*
(in particular, those that apply after trade preferences), weight those by the partner’s income, and take
the average of these scores across all partners. The detailed steps are outlined below.

This data is summarised so that each CDI country has an average tariff score for each of its trading
partners. This is the simple average of all the tariff lines against that trading partner, after any
preferences, and is calculated for all trading partners. It does not weight for the volume or value of
exports in each tariff line, as this would give a disproportionate weight to products with lower tariffs
(known as an ‘endogeneity’ problem).

Wetake the view that a tariff against a poorer country is more detrimental to development than a tariff
againstarich one, and it is poverty within the country that matters so we weight tariffs of a CDI country
by the GDP per capita, Purchasing Power Parity (PPP) of the of the trading partner against whom the
tariffislevied, as the PPP adjustment measures the country’s average income scaled to what it can buy
within the country, and is therefore a real purchasing power measure.

Then each of these CDI country-versus-trading partner tariff averages is adjusted by a weighting
formula:

Weighted Tariff;; = (Tariffjl- X Weightl-),

where

49Which, being HS2, are themselves averages of the HS4 they contain, which in turn are averages of HS6 rates. Weightings of
averages of more granular HS2 levels and other aggregation methodologies can be found at MacMap's (the data provider) website.
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e Tariffji = the average tariff rate across all tariff lines implemented by country j against trading
partneri,

e j#i,and

e Weight; = the income weight given to trading partneri.

The income weighting approach and its rationale are outlined in the income weighting section (page
12). In brief, it weights the tariff according to the inverse of partner-country income and scales it
relative to the income of the typical LIC. In this way, tariffs against the richest country are given a
weight approaching 0, while those against an average LIC get a weight of 1, and those against the
poorest countries are weighted greater than 1.

The weighted tariffs score for country j is calculated as the average of all the weighted tariffs across all
of its trading partners:

v, Weighted Tarif f;;
n

Weighted Tarif fs Score; =

Whilst average tariffs inhibit trade, very high tariffs - or prohibitive tariffs — can often stifle trade
completely. We therefore measure the number of tariff peaks (measured at the two-digit level within
our MAcMap source) where the tariff level meets or exceed a threshold. In line with the WTO-ITC-
UNCTAD tariff profiles, we set that threshold at 15%. For each bilateral relationship, we sum the tariff
peaks in the latest year for which data are available and weight them by income in the same way as is
done for tariff averages:

Tariff Peaksj; = (Peaksji X Weighti),

where
e Peaks; = the number of tariff peaks of country j against trading partneri,j # i, and
e Weight; = the income weight of trading partneri.

The score for country j is then simply the average number of tariff peaks across all of its trading
partners:

i Tarif f Peaksj;
n

Weighted Tarif fs Score; =

Agriculture

Agriculture is an important part of developing-country economies, accounting for over a quarter of
economic output across LICs. Subsidies in more advanced economies create a highly uneven playing
field, and this indicator assesses the support to agriculture outside that provided by tariffs (which is
assessed separately).

This indicator assesses the extent to which a country pays its farmers trade-distorting agricultural
subsidies. The raw score is the sum of such subsidies a country pays as a proportion of its total
agricultural output.

To avoid double counting, the level of agricultural subsidy is calculated without including subsidies
which relate mainly to tariffs, and which are captured by the tariff indicator. The remaining
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agricultural subsidies are then divided by agricultural output in the country, to calculate a subsidy
“rate.” This is used as the CDI's agricultural subsidy measure.

The data on types and levels of subsidies comes from elements of the OECD’s Producer Support
Estimate (PSE), which contains detail about types of subsidies, allowing us to remove those which
relate mainly to tariffs. Specifically, we remove the ‘market price support’ element of the PSE but
retain the other elements.

However, in the OECD data, the EU is treated as a single unit. This aggregation has two disadvantages
for the CDL First, it fails to reflect differences among EU members in how much they subsidise
agriculture (which the results show are significant). Second, it includes EU countries that are not (yet)
in the CDI. To obtain individual EU country subsidy rates, therefore, we allocate the EU’s total of direct
subsidies across EU member states according to proportions provided in data from the European
Commission, which records total EU subsidies and their shares between members.

The subsidy rates for non-EU countries and the EU block are calculated as being the average of the
dollar values of total direct subsidies (i.e., the PSE excluding market price support), for the three most
recent years for which there is data, as a proportion of total farm gate production. The complete list of
assessed subsidies includes payments based on the following factors:

a) Commodity output

b) Inputuse

c) Current production

d) Non-current production, production required

e) Non-current production, production not required

The less intuitive of these are ¢, d, and e (see OECD’s explanations):

e c=Transfers from taxpayers to agricultural producers arising from policy measures based on
current area, animal numbers, receipts or income, with current production of any commodity
required

e d=Transfers from taxpayers to agricultural producers arising from policy measures based on
non-current (i.e., historical or fixed) area, animal numbers, receipts or income, with current
production of any commodity required

e e =Transfers from taxpayers to agricultural producers arising from policy measures based on
non-current (i.e., historical or fixed) area, animal numbers, receipts or income, with current
production of any commodity not required but optional

Services

Trade in services is an increasingly important sector for developing economies. In 2021, according to
UNCTAD statistics, global services exports were worth $6.1 trillion, of which developing economies
represented 27%, and forecast to grow by 14.6% in 2022.

This indicator assesses countries’ level of restrictiveness on trade in services. It is based on the 2022
Services Trade Restrictiveness Index published by the OECD. The raw score on this indicator is the
simple average of the scores given by the OECD for restrictiveness in all sectors:

e Accounting e Broadcasting e Construction
e Airtransport e Commercial banking e Courier
e Architecture e Computer e Distribution

46


https://www.oecd-ilibrary.org/agriculture-and-food/agricultural-policy-monitoring-and-evaluation-2018_agr_pol-2018-en
https://www.oecd-ilibrary.org/agriculture-and-food/agricultural-policy-monitoring-and-evaluation-2018_agr_pol-2018-en
https://eur-lex.europa.eu/resource.html?uri=cellar:f89c229f-8bdb-11e7-b5c6-01aa75ed71a1.0009.02/DOC_2&format=PDF
https://eur-lex.europa.eu/resource.html?uri=cellar:f89c229f-8bdb-11e7-b5c6-01aa75ed71a1.0009.02/DOC_2&format=PDF
https://www.oecd.org/tad/agricultural-policies/pse-introduction-august-final.pdf
https://stats.unctad.org/handbook/Services/Total.html
https://stats.oecd.org/Index.aspx?DataSetCode=STRI

e Engineering e Logistics: freight e Rail freight transport

e Insurance forwarding e  Road freight transport
e Legal e Logistics: storage and e  Soundrecording
e Logistics: cargo handling warehouse e Telecom
e  Logistics: customs e  Maritime transport
brokerage e  Motion pictures

In contrast to prior years, we did not observe a significant linear relationship between STRI scores and
country incomes, therefore, where countries are missing data on the STRI, they are now given the
average score among CDI countries on this indicator.

Logistics
Non-tariff barriers are increasingly seen as an important impediment to trade, and this indicator
seeks to measure the administrative burden faced by developing countries.

The costs of moving goods across borders are assessed using two measures, Customs and
Infrastructure, from the World Bank's Logistics Performance Index. These elements were chosen to
provide consistency with the measures of cost, time and documents required to import used in
previous editions of the CDI (see links below). The new measures are based on surveys of importers
administered by the World Bank, in which participants score ‘the efficiency of customs and border
clearance’ and ‘the quality of trade and transport infrastructure’ for the relevant country on a range of
1to 5 (where higher is better). These two measures are weighted equally to give the country’s raw
logistics performance score.

Further Reading

e  Trade and Commitment to Development: Which Is More Damaging to Development,
Agricultural Subsidies or Trade Tariffs?

e  Europe Beyond Aid: Assessing Europe’s Commitment to International Trade

e  Sectionon trade in the CDI methodology paper from 2013

e  CDIComponent Workbooks: Trade

e  CDIAnalysis Tool

e  CDI Project Site
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Environment Component

Why Is Protection of the Environment Important for Development, and for
All of Us?

Several elements of the environment are true global public goods. No country can be prevented from
consuming the atmosphere, the air, or its forests. Conversely, though many countries have
contributed to global environmental problems, no individual country can effectively address these by
acting alone. This presents a huge and rising challenge for policymakers and industry alike, as
countries must act collectively to address issues like climate change.

Though all must act, the main contributors to environmental problems are not equally distributed
across the globe. As countries develop economically, they consume more resources - adding CO, and
other pollutants to the atmosphere, cutting down forests to make way for agricultural activities and
paving over natural habitats. Historically, it is the economically more developed nations which have
contributed most to global environmental issues. This apparent marriage between economic growth
and a larger environmental footprint is being re-evaluated as policymakers and academics focus on
possibilities for decoupling and green growth in industrialised countries, and on avoiding the high-
carbon development pathway established by industrialised countries through low-emissions
development strategies in emerging economies.

Meanwhile, it is the poorest countries - who have contributed least to global environmental
challenges - which bear the brunt of their impacts. Climate change - arguably the key global
environmental challenge - will raise sea levels, threatening island economies and low-lying countries
the most. Likewise, while climate change will affect agricultural outputs in all countries, it will
disproportionately affect farms in lower latitudes, where many developing countries are located. The
health risks resulting from changing climatic conditions (chiefly malaria, waterborne diseases and
other diseases transmitted through insects) are also likely to also be higher there.

Rising temperatures in lower latitudes are not the only worrying factor: evidence shows that the poor
rely disproportionately on ecosystem services for their security and livelihoods. Agriculture forms the
bedrock of employment in the world’s poorest regions. Biodiversity plays a central role in sustaining
food security. Healthy ecosystems are a source of clean water and energy, provide income
opportunities and shelter, and are a source of treatment and protection.

Global oceans are also under threat. Rapid depletion of global fish stocks is a particular problem, as
these are increasingly overexploited, partly because demand remains high in rich countries. As 10%-
12% of the world’s population relies on aquaculture for their employment, this directly affects
livelihoods. Fishing subsidies provided by rich countries often result in overfishing, which has a
negative impact not only on the ocean’s decreasing biodiversity, but also on the livelihoods of
communities dependent on these resources.

As in most situations where collective action is required, global treaties can help to set binding norms
and standards for international collaboration. This is the case for the Paris Agreement, as well as a
number of other treaties on species conservation, logging and forestry, as well as biodiversity.

Formore information on why rich countries’ policies matter for the environment, please see our paper
with the Ecologic Institute.

Related CGD Work: Climate Change.

48


https://www.cgdev.org/sites/default/files/CGD-Note-Birdsall-Diofasi-Global-Public-Goods-How-Much.pdf
https://www.cgdev.org/topics/climate-change
https://ourworldindata.org/shrink-emissions-not-the-economy
https://onlinelibrary.wiley.com/doi/abs/10.1002/wcc.614?af=R
https://onlinelibrary.wiley.com/doi/abs/10.1002/wcc.614?af=R
https://www.tandfonline.com/doi/full/10.1080/19390450802495882
https://www.who.int/news-room/fact-sheets/detail/climate-change-and-health
https://link.springer.com/chapter/10.1007/978-94-007-7061-4_11
https://link.springer.com/chapter/10.1007/978-94-007-7061-4_11
http://www.fao.org/3/i2490e/i2490e01b.pdf
http://www.fao.org/3/i2490e/i2490e01b.pdf
http://ourocean2016.org/sustainable-fisheries#:~:text=The%20livelihoods%20of%2010%2D12,depend%20on%20fisheries%20and%20aquaculture.
https://unctad.org/en/pages/newsdetails.aspx?OriginalVersionID=1812
https://www.cgdev.org/sites/default/files/ebaconsultation_environment_online.pdf
https://www.cgdev.org/sites/default/files/ebaconsultation_environment_online.pdf
https://www.cgdev.org/topics/climate-change

Structure

This component measures countries’ contributions to helping (or limiting harm to) the global climate
and the world’s oceans, and their support of multilateral efforts to contain harm to the environment.
The indicators and their weights in the overall component score are as follows:

Climate Action
e Greenhouse Gas Emissions (30%)
o Direct Emissions (excluding LULUCF)
o Land Use and Forestry
o Emissions Embodied in Trade
e Climate Target Ambition according to NDCs (10%)
e Fossil Fuel Production (10%)
o Oil Production
o Gas Production
o Coal Production
e Fossil Fuel Support (10%)
o Supportto Oil
o Supportto Gas
o Support to Coal
o Support to Electricity
e Carbon Pricing (10%)

Sustainable Fisheries
e Fishing Subsidies (10%)

Biodiversity and Environmental Agreements
e Participation in international biodiversity and environment agreements (20%)

Climate Action

Climate change represents a major threat to development, with the World Bank estimating that
climate change could push 100 million people into extreme poverty by 2030. The vast majority of
historical and current emissions arise from higher-income countries, with LICs producing less than
2% of the global carbon emissions - around one-20th of the per-head emissions in the major
economies. The indicators here focus on CDI countries’ emissions per head, their production of and
support for fossil fuels, and their efforts to price carbon.

The Climate Action subcomponent is made up of four indicators: Greenhouse gas emissions (40%);
fossil fuel production (10%); fossil fuel support (10%); and carbon pricing (10%).

This indicator comprehensively measures the level of greenhouse gas emissions attributable to each
ranked country. Each country’s emissions are divided by its population to give a per capita figure. This
indicator is standardised negatively — lower greenhouse gas emissions result in a better score.

This indicator is made up of three measures: self-reported domestic industrial greenhouse gas
emissions; emissions from the land use, land use change and forestry (LULUCF); and greenhouse gas
emissions embodied in international trade. While most discussions of climate action focus on energy,
industry and transport, we recognise that land use is critically important as well - both as a source of
greenhouse gas emissions and as a climate change solution. Additionally, we measure emissions
embodied in international trade, as evidence suggests that countries at certain levels of development
may displace a significant portion of their emissions to other countries while still driving global
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demand. Emissions embodied in trade are measured on a net basis, meaning that emissions embodied
in exports are subtracted from emissions embodied in imports.

For greenhouse gas emissions from industry, energy, agriculture, and waste, figures submitted in the
latest inventory year (2020) to the UNFCCC are prioritised. Where countries have not reported on their
emissions in 2020 or 2019 to the UNFCCC, data is filled in from the country-reported scenario based
on the analysis of the Potsdam Institute for Climate Impact Research (the data are described here). For
net emissions and removals in the LULUCF sector, data is taken from the Food and Agriculture
Organization of the United Nations (FAO). For emissions embodied in international trade, data come
mainly from the Global Carbon Budget, with data gaps filled by the OECD. Population data come from
the World Bank’s World Development Indicators.

This indicator assesses the degree to which a country’s Nationally Determined Contribution, as
submitted to the UNFCCC, represents increased ambition to reduce its emissions by 2030 over its
business-as-usual scenario in the same year. We calculate the planned emissions reduction as the
projected emissions in 2030 under a business-as-usual scenario minus the NDC emissions target in
2030, and present this as a percentage of the projected emissions in 2030.

This indicator relies on data assembled and analysed by the Climate Action Tracker (CAT). CAT makes
adjustments to exclude Land Use, Land Use Change, and Forestry (LULUCF) in both their projection
of 2030 emissions (the business-as-usual scenario) and their interpretation of country’s NDC targets
in 2030. In some cases, countries present their NDC targets as a range between a minimum and
maximum, in which case we take the mid-point between these two figures to represent their NDC
target. Further details about CAT's methodology and assumptions are available here.

CAT includes data on both projections and targets for 39 of the 40 CDI countries; it does not make an
assessment for Israel. In this case, we use data from the IMF National Greenhouse Gas Emissions
Inventories and Implied National Mitigation (Nationally Determined Contributions) Targets and take
the NDC targets directly from Israel’s latest submission to the UNFCCC. There are a number of
drawbacks with the IMF dataset, which is why we don't use it for all countries. These include a lack of
transparency on some of the calculations and the fact that it does not account for LULUCF, but LULUCF
is negligible in Israel and the IMF figures correlate well with other projections.

This indicator captures the idea that responsibility for greenhouse gas emissions lies not only with
consumers, but also with the producer countries who allow fossil fuels to be supplied to global
markets. It comprises three measures: coal production, oil production and natural gas production,
with each volume of production being scaled by its relative CO, intensity.

Data on production of each fossil fuel type comes from the US Energy Information Administration.
Volumes of production are converted to oil-equivalent calorific values, and then multiplied by their
CO, emissions factors (given by BP) to ultimately give a raw score for emissions (in tonnes of CO,
equivalent) from each type of fossil fuel produced per capita. Population data comes from the World
Bank’s World Development Indicators.

This indicator assesses the level of government support to the domestic consumption and production
of fossil fuels, through both taxes and subsidies. We find that fossil fuel support measures were worth
0.38% of the collective GNI of the 38 countries with existing data - a total of around $322 billion in
2021. As well as artificially boosting demand for fossil fuels at home, in the face of subsidies, low-
carbon alternatives may encounter comparative disadvantages due to relative price changes on world
markets.
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The fossil fuel support indicator is comprised of four measures: subsidies to coal, oil, gas and
electricity, with each scaled to the CO; intensity of the fuel. Support to electricity is scaled differently
for each country, as each country has a different CO, intensity per kilowatt-hour, based on the fuels it
uses in its electricity mix and other factors. The raw score on this indicator is expressed as the CO,-
scaled dollar support as a percentage of a country’s GNI - the sum of dollar support across the four
fuel types, with each scaled by its CO2 intensity. This raw score is then standardised negatively,
meaning that more support for fossil fuel production results in a lower score.

Data on fossil fuel support measures and amounts come from the OECD Inventory of Support
Measures for Fossil Fuels and is taken for the latest available year, 2021.

Data on the relative CO, intensity of each country’s electricity production per kilowatt-hour comes
from Ember Climate’s compilation of various sources including the European Environment Agency,
the U.S. Energy Information Administration (EIA), and other official datasets.

Putting a price on carbon is widely believed to be one of the most effective economic and policy tools
for meeting the Paris targets, as it can achieve emissions reductions at a low cost compared with
alternative policies. Currently, markets are failing to internalise the costs and risks of emissions-
intensive economic activities - emitting carbon is simply too cheap. The two main carbon pricing
instruments, emissions trading schemes (ETSs) and direct carbon taxes, serve to put an additional
price on emissions, thereby lowering demand. While the number of countries introducing such
carbon pricing schemes on the national or sub-national levels has increased in 2022, many note that
the prices imposed are still too low; meanwhile proposals on a global carbon floor price have not been
implemented.

A carbon tax directly puts an additional cost on emitting greenhouse gases by setting a fixed price on
each unit of covered emissions. Meanwhile, by setting a subnational, national, or regional cap, an ETS
(also called a “cap-and-trade” system) determines the total amount of allowed emissions, which may
then be traded to generate revenue. The actual carbon price of emissions in an ETS fluctuates
depending on the demand of participating entities for allowances and the number of allowances the
authorities make available through either free allocation or auction.

Revenues raised by carbon pricing are a direct measure of the increased costs of emissions (the
additional cost of a tax for carbon pricing and the additional cost of purchasing emissions through
auction or trade from an ETS). These additional costs on emissions are controlled by participating
jurisdictions by increasing the carbon tax rate, increasing the scope of emissions covered by carbon
pricing or further reducing available allowances in an ETS.

The revenue generated by carbon pricing measures among the 40 CDI countries was $82.3 billion in
2022. Currently, carbon pricing policies vary greatly in ambition, and most prices are below the $40-
$80 per tonne of CO, range which is likely needed to achieve the goals of the Paris Agreement.

A country’s score on this indicator is measured as this extra cost imposed per unit of all domestic
emissions (i.e., the total government revenue generated by carbon pricing divided by country’s total
carbon emissions). We obtain data on the dollar value of all carbon pricing schemes from the World
Bank’s carbon pricing dashboard. Data on overall domestic emissions comes from the UNFCCC (for
Annex II countries) the Potsdam Institute for Climate Impact Research (for non-Annex II countries),
and excludes LULUCF in both cases.

Additionally, asthe EU ETS is aregional scheme covering EU member states as well as some European
Environment Agency (EEA) states, the value must be distributed among participating countries. As
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with agricultural subsidies (see page 45), we take an extra calculation step and distribute the total EU
ETS figure to each participating country according to data from the EEA on how allowances were
allocated to EU member states. The proportion of the total value of the EU ETS is then allocated based
on the share of the country’s allocations.

Sustainable Fisheries

Fishing subsidies are a direct cause of overfishing, which leads to depleting transboundary fishing
stocks and has a negative impact on the livelihoods of communities dependent on these resources. The
raw score for this indicator is expressed as a percentage share of fishing-sector output. This is
obtained by adding together various relevant subsidies listed under the OECD’s Fisheries Support
Estimate database, and then subtracting payments made by the fisheries sector.

We sum*:
L.A. Transfers based on input use
LB. Transfers based on fishers'income
L.C. Transfers based on the reduction of productive capacity
1.D. Miscellaneous direct support to individuals and companies
I1.A. Access to other countries’ waters
I1.B. Provision of infrastructure
I1.C. Marketing and promotion
I1.D. Support to fishing communities
IL.E. Education and training
IL.H. Miscellaneous support for services to the sector
We subtract payments made by the fisheries sector from the total, including:

[IL.A. Payments made by the fisheries sector, for resource access rights

I[I1.B. Payments made by the fisheries sector, for infrastructure access

II1.C. Payments made by the fisheries sector, for management, research and enforcement
[ILE. Payments made by the fisheries sector, other

Subsidies are expressed in US dollars. These are then divided by the dollar value of total fisheries
output (obtained from the OECD - national landings in domestic ports plus national landings in
foreign ports). This measure is standardised negatively, meaning that more subsidies result in a lower
score.

As noted on page 15, landlocked countries are given the average score, effectively eliminating them
from the ranking. Meanwhile, non-landlocked countries with missing data are penalised by being
given the maximum (worst) score, in accordance with the general methodology for missing data. Data
availability is particularly relevant for fishing subsidies data, and has been a focus of a recent WTO
workshop.

Biodiversity and Environmental Agreements

“1In theory, fuel tax concessions in the fisheries sector—which are part of the relevant OECD dataset—are also harmful and
contribute to overfishing and the depletion of global fish stocks. However, through our communication with the relevant OECD
unit, we know that in practice, , some countries report fuel tax concessions under fish subsidies to the OECD even when they are
not specific to the fisheries sector, meaning that while they benefit fisheries, they also cover other sectors such as agriculture or
primary sectors. To avoid inconsistencies between how different countries’ scores are allocated, we exclude this data.
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This indicator evaluates which countries sign and subsequently fulfil their monitoring and reporting
requirements under key international climate and environmental agreements. Eight agreements are
considered, with countries being assessed on their signature or ratification on five of these, and the
fulfilment of their monitoring and implementation requirements on three agreements (where there
is no variation in signature across CDI countries). This includes the following agreements and scoring
methodology.

1 point each for signature, ratification, or acceptance of:

e WTO Agreement on Fisheries Subsidies

e UN Convention on Oceans and Law of the Sea

e Ramsar Convention on Wetlands of International Importance
e Convention on Migratory Species

e International Tropical Timber Organization

Implementation or reporting on:

e Convention on Biological Diversity (CBD) - 1 point for participating and publication in the 6™
National Reporting Round, in accordance with CBD Article 26.

e Convention on International Trade in Endangered Species of Wild Fauna and Flora (CITIES) -
0.5 points for submitting an annual report containing a summary of relevant trade statistics
within the last 3 years, and another 0.5 points for submitting a biennial implementation report
within the last 3 years on legislative, regulatory, and administrative measures taken to
enforce the provisions of the Convention; in accordance with requirements under Article VIII,
Paragraph 7.4

e UN Convention to Combat Desertification (UNCCD) - 1 point for participating in the latest
(4th) round of the Performance Review and Assessment of Implementation System (PRAIS),
in accordance with Article 26 of the UNCCD and the decisions of its Conference of the Parties
(COP), particularly decision 11/COP.1.

In contrast to the 2021 CDI, we no longer include the Paris Agreement here, as all CDI countries have
signed up - however, under a separate indicator, we now assess countries’ Nationally Determined
Contributions (NDCs) as part of their Paris Agreement commitments.

Further Reading

e Europe Beyond Aid: Assessing European Commitment to Global Environment
e Section on environment in the CDI methodology paper from 2013

e Evaluating the Environment as a Global Public Good (Uitto 2016)

e Report of the High-Level Commission on Carbon Prices

e WHO: Climate Change and Health

e UNCTAD: 90% of Fish Stocks Are Used Up

e UNFCCC: Climate Plans Remain Insufficient

e CDIComponent Workbooks: Environment

e CDI Analysis Tool

e CDIProject Site

42 Three years were determined as the relevant cut-off point, as, according to the CITIES text, “failure to submit an annual report
for three consecutive years without providing adequate justification could lead to the Standing Committee recommending to all
Parties to suspend trade with the Party concerned.”
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Health Component
Why Is Health Important for Development, and for Us All?

The CDI measures countries’ policy efforts in areas that matter to global development. In 2021, we
expanded the CDI to include a Health component.*® The global COVID-19 pandemic brought into sharp
focus the transboundary nature of disease outbreaks, the importance of spillovers of domestic policy
decisions, and the need for international collaboration. While the international dimension of health is
particularly visible during global outbreaks such as COVID-19, “peacetime” policies and prevention
efforts also matter. For example, the risks posed by growing antimicrobial resistance, an “endemic”
problem, also threaten human health beyond domestic borders. One study suggests that AMR was
directly responsible for 1.27 million deaths worldwide in 2019, and this figure could reach 10 million by
2050.

We classify health as a global public good under the CDI structure. The benefits of good global health
policy are enjoyed by all, and therefore those that contribute to preventing disease and maintaining
health do the world and the development prospects of all a service.

We measure a country’s commitment to global health by focusing on three areas: prevention of disease,
international health collaboration and standards, and global trade in health-related goods.

Structure

The Health component’s indicators (and measures) and their weights in the overall component score are
as follows:

Prevention of Disease
e Antimicrobial Resistance (25%)
o Human Consumption (DDDs)
o Livestock Consumption (mg/PCU)
o AMR Governance
e Vaccination Coverage (15%)
o Measles (MCV2)
o Diphtheria, tetanus toxoid, and pertussis (DTP3)
e Pandemic Preparedness (15%)

International Health Collaboration and Standards
e Participation in International Treaties and Bodies (10%)

Global Trade in Health-Related Goods
e Tobacco Trade § Supply Chains (15%)
o Signature and Implementation of the FCTC Article 15 and the Protocol to Eliminate Illicit Trade
in Tobacco
e Export Restrictions on Foods and Medical Goods (20%)
o Duration of implemented export measures since January 2020
o Number of product lines affected by export restrictions

43In CDI 2019, we included two health measures under the Security component (pandemic preparedness and antimicrobial
resistance, each with weights of 10% within one of the previously seven components).
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Prevention of Disease

The indicators in this subcomponent assess the actions countries can take to prepare for and prevent
disease outbreaks. While each of the three indicators in this subcomponent has strong implications for
the health of a country’s domestic population, all three also have significant potential spillover effects on
the global scale.

This indicator assesses countries’ relative efforts to curb antimicrobial resistance and is made up of
three measures: antibiotic use per capita, antibiotic use in livestock per population correction unit, and
strength of national antimicrobial resistance governance.

Antimicrobial resistance (AMR) poses a significant and growing health and financial threat to countries
at all income levels. AMR occurs when bacteria and parasites cannot be treated by medicines that were
previously effective, and it is facilitated and aggravated by imprudent overuse of antibiotics. The global
burden of resistance is concentrated in three major categories: longer duration of illness and higher
rates of mortality, increasing costs of treatment, and greater risk of performing medical procedures that
rely on effective antibiotics to prevent infection. If no action is taken, the UN warns that drug-resistant
diseases could lead to 10 million deaths each year by 2050 and damage to the economy as catastrophic
as the 2008-2009 global financial crisis. Considering the higher burden of infectious disease and
restricted access to new antibiotics in lower- and middle-income countries, the burden is likely to be
even higher there.

This indicator is made up of three measures, each with equal weight. Raw scores on each of the three
measures are first standardised, before we take their mean for the score on AMR indicator.

The first measure is daily antibiotic consumption per capita. Three alternative data sources are used, in
order of precedence:

1) The WHO's Global Antimicrobial Resistance and Use Surveillance System, AMC module (data
year 2020);

2) The European Centre for Disease Prevention and Control (data year 2021);

3) The Center for Disease Dynamics, Economics and Policy's Resistance Map (data year 2015)

In each case, units are given in daily defined doses (DDDs). All classes of antibiotics are counted per
calendar day per 1,000 population.

The second measure is the volume of annual consumption of antibiotics in livestock per population
control unit (PCU) for the latest available year, or 2017.4 The data comes from Tiseo et al.’s 2020 article,
“Global Trends in Antimicrobial Use in Food Animals from 2017 to 2030". Livestock included in the study
are pigs, cattle, and poultry, which constitute over 92% of global livestock animals. Livestock
consumption is important as food animals account for about 80% of antibiotic consumption. There is a
growing body of evidence that antimicrobial resistance moves from animals to humans.

44 Although the use of “mg/PCU" as the unit for this measure has some limitations which should be considered opposite “Defined
Daily Doses” (DDDs), the current availability of globally comparable data is limited on animal antimicrobial use. Some of the main
limitations include the fact that a low number of mg/PCU does not always indicate prudent antimicrobial use. Countries could, for
example, reduce the global use of antimicrobials, defined by “mg/PCU", but still increase use in animals of critically important
antimicrobials for humans (as this provides a lower mg/PCU than other antimicrobials). There are also several limitations on the
use of PCU - defined as a kilogram of livestock animal - as the denominator, as this may also not accurately reflect the livestock
population in any specific country, given that different animals weigh different amounts.
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The third measure is the strength of countries’ governance on AMR as assessed in two WHO-
coordinated assessments on the strength of a country’s AMR governance: i) Joint External Evaluation (a
peer review) and ii) Its WHO assessed National Action Plan on AMR.

Half of the 40 available points on AMR governance are obtained through looking at a country’s score on
its Joint External Evaluation (JEE)—a peer-assessed WHO measure under the International Health
Regulations—on indicator C3: Antimicrobial Resistance. The JEE score comprises 4 categories, each with
arange of 0-5 five points, for a combined 20 points:

1) Antimicrobial resistance detection;

2) Surveillance of infections caused by AMR pathogens;

3) Healthcare associated infection (HCAI) prevention and control programs, and
4) Antimicrobial stewardship activities.

The other half, or 20 points, on AMR governance are obtained for a country’s National Action Plan on
AMR. The WHO's Strategic Partnership for Health Security and Emergency Preparedness (SPH) Portal
rates AMR action plans on a scale of E to A, based on the stage of development of an AMR Action Plan.
Each country receives:

0 points for no national action plan

5 points for a national action plan under development

10 points for a national action plan which has been developed

15 points for a national AMR action plan which is approved by government, that reflects the
Global Action Plan objectives, with a budgeted operational plan and monitoring arrangements;
and

20 points for a national AMR action plan which has funding sources identified, is being
implemented, and has relevant sectors involved with a defined monitoring and evaluation
process in place.

This indicator measures a country’s success in vaccinating its population. If a country is successful in
vaccinating its own population, it contributes to the reduction of disease globally and minimises the
potential to spread, or for disease variants to develop which are more difficult to treat. Two vaccines were
selected for our indicator, both as a proxy of a country’s general commitment to vaccination, and as they
are of particular global rather than purely domestic relevance: 1) the measles vaccine 2) the DTP vaccine.
These two vaccines are chosen because a) the diseases they target are particularly infectious, and b) they
have global coverage targets within the WHO's Global Vaccine Action Plan.

The mean coverage of the two vaccines at a national level is used, then jointly standardised. No cut-offs
forscores are used: the higher the vaccination rate up to a possible 99% the better. Data for both vaccines
comes from the WHO Global Health Observatory.

Even though a safe and cost-effective measles vaccine is available, in 2018, there were more than
140,000 related deaths globally, mostly among children under the age of five. Cases are on the rise
across the world, as vaccination coverage is shrinking in Europe and the US, and as developing
countries are prioritizing COVID-19 response over other health needs. Because measles is highly
infectious, a high vaccination coverage of 95% is necessary to prevent outbreaks and to reach “herd
immunity.” Many countries still do not meet this threshold, thereby not only putting their own citizens
at risk, but also the citizens of other countries due to the transboundary nature of disease spread.
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The CDI uses DTP3 (full doses of diphtheria, tetanus toxoid, and pertussis vaccine) coverage rate as a
proxy for the overall strength of vaccination and health systems. Although the WHO’s Global Vaccine
Action Plan for 2011-2020 sets targets for various types of vaccines, it particularly relies on statistics of
countries’ vaccination performance for DTP as a proxy to assess the strength and equity of
immunization systems at large (see indicators 3.1, 4.1and 4.2 in Table 13).

This indicator measures a country’'s capabilities to prevent, detect, and respond to epidemics and
pandemics through a range of proxy measures, including their legal and normative frameworks.
Successful domestic disease control benefits other countries as lower disease spread and fewer disease
variants.

Pandemics, which are large disease outbreaks that affect several countries, pose major health, social,
and economic risks, not only for rich countries but even more so for poor countries, which have fewer
resources to handle crises once they arrive. Even after the West Africa Ebola crisis in 2014/15, the world
remained unprepared for the next big epidemic, as evidenced by COVID-19's toll in countries across the
income spectrum. We therefore want to recognise countries which are taking additional steps to
prepare for, prevent, and detect the next epidemic. The pandemic preparedness indicator is made up of
a single measure, pandemic preparedness.

This measure is made up of the following metrics, with each one worth 1 point, for a potential total of up
to4:

e Completion and publication of a Joint External Evaluation mission report, data taken from the
WHO (0.5 points for completion without publication, 1 point for both completion and
publication)

e Completion of a biological focused IHR exercise with the WHO in the previous 2 calendar years
(since 2021), data taken from the WHO

e Existence of a public pandemic influenza preparedness plan which has been updated at least
since 2011, data from the WHO

e Completion of a Performance of Veterinary Services (PVS) evaluation with the World
Organisation on Animal Health (WOAH) in the past 10 years, since 2011 (PVS Pathways)

The measures in this indicator were drawn from a much larger set of indicators chosen for the Global
Health Security (GHS) Index compiled by John Hopkins University, the National Threat Institute, and The
Economist Intelligence Unit. Of the GHS Index’s 140 indicators, we selected our five based on three broad
criteria: 1) correlation with average percentage increase in deaths over expected mortality during the
COVID pandemic 2) their relevance for global health, as opposed to measures which are more simply
reflective of income level or general development status 3) availability from an independent and
quantitative data source.

International Health Collaboration and Standards

The indicators in this subcomponent assess countries’ commitment to 1) sharing knowledge, research,
and expertise on health with others 2) accepting global norms, standards, and good practices on health-
related measures.

Common challenges such as health require joint responses and mutual learning. This indicator looks at
countries’ participation in two key global health-related bodies which enable such mutual learning, and
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the signature and ratification of four treaties related to global health norms, for a maximum of 7 points.
This indicator is made up of a single measure: Health Treaties, Codes, and Memberships.

To obtain the score for this measure, we consider signature and ratification, degree of national
implementation, or membership of:

e International code on marketing of breast milk substitutes, WHO Report (0-1 points)

e The Minamata Convention on Mercury Pollution (0-1 points)

e The Stockholm Convention on Persistent Organic Pollutants (0-1points)

e The Basel Convention on the Control of Transboundary Movements of Hazardous Wastes and
their Disposal (0-1points)

e The Biological Weapons Convention and completion of the annual Biological Weapons
Convention’s Confidence Building Measures report regarding health security (0.5 points for
ratification or accession on the BWC, and 0.5 points for completing the Confidence Building
Measures annual report in the last full year (2020)

e Membership of the Global Antimicrobial Resistance and Use Surveillance System (GLASS) for:

o Antimicrobial resistance (GLASS-AMR) (0-1 points)
o Antimicrobial consumption (GLASS-AMC) (0-1 points)

In addition to the above, we also look separately at two more conventions: the Framework Convention
on Tobacco Control, and the related Protocol against Illicit Trade in Tobacco Products in a separate
indicator within the Trade in Health-related Goods subcomponent.

Global Trade in Health-Related Goods

Countries’ export-related laws and regulations can either decrease or increase the global supply of
certain medically important goods or products which damage health, like tobacco. Conversely, the use
of export restrictions during a crisis such as COVID-19, or in food commodity market shocks, is
particularly likely to cause shortages and price spikes, which are particularly damaging to the poorest.

Countries policies play a role in whether the supply of tobacco is properly taxed and producers are
protected from its harmful effects. This indicator measures countries’ commitment to practicing good
standards in the global tobacco trade, paying particular attention to illicit trade.

The negative impacts of the illicit tobacco trade are wide-ranging. Increased consumption of tobacco
leads to public health harms and increases the economic costs of tobacco-related illnesses worldwide -
and recent estimates of global illicit trade in cigarettes puts it at over 11% of total consumption. Illicit
trade makes more product available on the market, at lower cost, and disproportionately affects poorer
people. Illicit trade of tobacco also causes significant losses of government revenue, with estimates
ranging as high as $40.5 billion worldwide in 2011. The entry into force of the Protocol to Eliminate Illicit
Trade in Tobacco Products in 2018 presented new avenues to solve this common problem beyond the
national realm. This indicator is made up of a single measure: Regulation of Tobacco Supply Chains.

This measure is the sum of a country’s score across 4 metrics, for a total of up to 6 points:
e Signature and ratification of the Framework Convention on Tobacco Control (FCTC) (0-1 points)
e Degreeofimplementation of actions on Illicit Trade (FCTC Article 15 “yes” answers on annual report
under Article 15, % out of 13 questions, scale to 0-3 points)
e Signature of the Protocol to Eliminate Illicit Trade in Tobacco (0-1)
e Completion of the annual reporting exercise under the Protocol to Eliminate Illicit Trade in
Tobacco (0-1)
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Trade restrictions on food and medical goods can exacerbate crises and lead to reduced global supply
and increased prices. In the 2007/08 and 2010/11 food price crises, export restrictions contributed to tens
of millions of people being pushed into extreme poverty. More recently, restrictions on medical products
and vaccine exports during the COVID-19 pandemic also led to shortages and potentially deaths
elsewhere. Similarly, restrictive trade policies on food following the disruption in agricultural markets
caused by Russia’s war in Ukraine have contributed to rising food prices, and have pushed numerous
countries into acute food insecurity, increasing risks of malnutrition.

Thisindicatorrelies on the Global Trade Alert database to measure exportrestrictions affecting food and
health-related goods. A full methodology for this dataset is available here. Export restrictions included
under this measure are export bans, export licensing requirements, export quotas and export taxes.

The indicator is composed of one composite measure, which is the share of restricted HS product lines
over the total number of days since 12 May 2021, or simply “share of restricted line-days” and can range
from 0 to 100%. This unit accounts for the fact that countries may have had export restrictions of both
varying duration and scope.

As afirst step, HS codes were manually classified as being either food or medical-related. Medical codes
were widely understood as encompassing personal protective equipment, masks, pharmaceuticals, and
inputs to medicines, as well as medical equipment — this includes, but is not limited to, the World
Integrated Trade Solution’s list of COVID-19 related medical lines.

Each state act implemented by CDI countries can cover a number of product lines and affect a number
of jurisdictions. Therefore, we look at all unique product lines covered by each state act, classifying them
as Food, Medical, or Neither, as described in the first step. Restrictions on food and medical productlines
were only counted if at least one developing country was among the affected jurisdictions, representing
a change in method from CDI 2021.

Sometimes, a state act will apply multiple types of intervention on the same product line, such as an
export quota as well as licensing requirements; in these instances, we count this as a single restriction.
In the past, we had occasionally double-counted some restrictions as multiple interventions were
applied to the same medical or food lines.

The duration of each state act was calculated based on its given inception and removal dates. We look at
restrictions that were in force between 12® May 2021 and 12 May 2023. State acts that were active during
this interval but implemented before 12" May 2021 were only considered if they were implemented on
or after 1t January 2020.

This year, we also recognised that some countries used multiple state acts to apply restrictions to the
same product lines — the US Department of Commerce’s Entity List is the most prominent example. We
now account for overlapping restrictions on the same product line, counting them only once.

The “restricted-product-days” was calculated for each CDI country by summing the number of days
restrictions applied for each unique product line. As a final step, the number of restricted product-days
by each country was divided by the total possible number of line-days. The total possible line-days
measure is based on a product of the count of product lines (1317) with the count of days between 12 May
2021 and 12" May 2023 (730), resulting in a total possible number of 961,410 line-days.

The fewer restrictions a country placed, the better.
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Box 4. Effect of sanctions for Russia’s war in Ukraine on the export restrictions indicator

In response to Russia’s war in Ukraine, many CDI countries implemented sanctions on both Russia
and Belarus. Whilst we might hope that sanctions avoid food or essential medical products, there is
the potential for companies or people trading those products to be affected, with a knock-on impact
to developing countries. However, sanctions of this nature do not tend to have the same impact on
global supply as do untargeted, broad export restrictions. Therefore, we decided to exclude
restrictions that were implemented against Russia or Belarus as a direct response to the invasion of
Ukraine.

To determine which state acts this covered, we first identified all acts with “Russia”, “Belarus”,
“Ukraine”, or “war” in the title. We then filtered the list to include only those restrictions that were
implemented on or after 24th February 2022. We then went through this sub-list manually, classifying
each state act as related to the invasion or not. Each state act we identified was excluded from the
calculation of the number of line-days.

This is the number of product restrictions implemented, where a product restriction is a unique product
line affected by a unique export-restricting measure.

Each product line has a unique Harmonised System (HS) code. The Harmonized System is an
international nomenclature for the classification of products. It allows participating countries to classify
traded goods on a common basis for customs purposes. At the international level, the Harmonized
System (HS) for classifying goods is a six-digit code system, with HS2 product codes being a broader
amalgamation, which contains more granular groupings of goods coded at the HS4 level, and HS6 being
more granular in turn, relating to individual product lines. These HS codes are manually classified as
being either food or medical, with medical codes widely understood as encompassing personal
protective equipment, masks, pharmaceuticals, inputs to medicines, as well as medical equipment.
These two types of products amount to 2,172 codes at the HS6 level. Each restrictive state act
implemented by a CDI country listed in the Global Trade Alert database is classified according to the
product lines as affecting food products, medical-related goods, both, or neither. The number of unique
relevant product lines is calculated for each restrictive measure by state act.

This measure is combined with the duration of restrictions (see measure below) to produce the indicator
on export restrictions.

The duration of each restrictive state act is calculated based on its given start and end dates, with a start
date of January 1st, 2020, and a cut-off date of 17th June 2021. The measure calculates the number of days
arestrictive measure was in place across the 533 possible days in between these dates.

This measure is combined with the number of product restrictions (see measure above) to produce the
final indicator on export restrictions.

Further Reading

e CGD Blog: The Unaddressed Health Security Risks in Russia’s Invasion of Ukraine

e Pandemic Proof: CGD Podcast on Pandemic Preparedness and Response

e CGD Policy Paper: Global Treaty to Reduce Antimicrobial Use

e WHO 2018 Report on Surveillance of Antibiotic Consumption

e Globalincrease and geographic convergence in antibiotic consumption between 2000 and
2015

e Global Health Security Index 2019
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Decline in measles vaccination is causing a preventable global resurgence of the disease
Tobacco Tactics: Illicit Tobacco Trade

WHO: lllicit Trade in Tobacco

COVID-19 and Food Export Restrictions: Comparing today’s situation to the 2007/08 price
spikes

World Bank: Estimating the Short-Run Poverty Impacts of COVID-19 and Food Protectionism
CDI Component Workbooks: Health

CDI Analysis Tool

CDI Project Site
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Security Component

Why is Security Important for Development?

Security and development are closely interlinked. War and political violence devastate government
infrastructure and public resources, and harm civilians and their homes and livelihoods. War
decimates public capacities and political institutions and devastates citizens’ lives. This causal link
also works in reverse: poverty and institutional weakness make it easier for both challengers and
incumbents to gain support for political violence and war. It is unsurprising that fragile and conflict-
afflicted states are the most behind on the SDGs.

We measure a country’s commitment to global security by focusing on three categories: contributions
to international peacekeeping efforts, participation in international security treaties, and avoiding
damaging arms sales.

Structure

The Security component’s indicators and measures and their weights in the overall component score
are as follows:

Peacekeeping Contributions
e Contributions to Peacekeeping Efforts (25%)
o Financial contributions
o Troops contributed to UN operations
o Troops contributed to non-UN operations
o Female Peacekeepers (10%)
e SealLanes Protection (15%)

Arms Trade
e Arms Exports, weighted by conflict-potential (30%)
o Arms Trade Volume
o Conflict Potential of Arms Exports
Treaties
e Ratified Security Treaties (20%)

Peacekeeping

Peacekeeping contributions have a direct impact on security. Providing money and troops to UN-
approved interventions helps safeguard human rights and assists countries in navigating the difficult
path from conflict to peace. Likewise, contributions to protect major sea lanes in ungoverned
maritime spaces help to combat illicit activities which may affect all countries.

This indicator considers three aspects of peacekeeping contributions: financial contributions to the
UN Department of Peacekeeping Operations (DPKO) budget, both the direct costs and the indirect
costs incurred from personnel contributions to UN operations, and costs incurred for personnel
contributions to non-UN (but internationally approved) humanitarian operations. All of these
contributions are calculated as a percentage of a country’s GNI. Data on GNI (in national currency
units) come from the World Bank’s World Development Indicators. As we have previously determined
that these peacekeeping contributions can fluctuate significantly on an annual basis, we take a 4-year
average of the most recently available years for all measures in this indicator.
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Box 5. Russia’s peacekeeping contributions and the costs of war in Ukraine

While Russia’s peacekeeping contributions (under the old methodology) would have been worth
0.014% of its GNI, considering the extremely detrimental effects to global peace of Russia’s invasion
of Ukraine, this year we chose to not apply the standard approach to Russia's peacekeeping score.
Indeed, Russia’s contribution of 0.014% of GNI to peacekeeping is in a completely different order of
magnitude to the value of the reconstruction costs which are predicted to be necessary as a result
of its war in Ukraine. The most recent World Bank estimates put these costs at around $411 billion,
which would have been equivalent to 24% of Russia’s annual GNI. While we considered deducting
this amount from Russia’s actual peacekeeping contributions to achieve a “negative contribution”
on this indicator, due to the use of standardised scores across the Index, the magnitude of this figure
would have rendered variation in all other countries’ peacekeeping contributions irrelevant.
Therefore, we instead chose to give Russia the inverse of the “best” score on this particular indicator.

Data on financial contributions are sourced directly from the UN, and count all contributions towards
the DPKO. The latest available data year is 2022, and the formula is as follows:

Financial Contributions = Donations to UN DPKO / GNI

The dollar-value equivalent of troop and police contributions is the sum of direct costs and indirect
costs incurred for the deployment of these personnel. The way these costs are calculated is similar for
both UN and non-UN missions. As the data for personnel contributions may be lumpy, an average of
the most recent available four years is taken.

Direct costs of personnel contributions are measured by taking average monthly active police and
troop numbers multiplied by direct deployment costs. As troop and police contribution data is
reported monthly by the UN, troop and police numbers are measured as the monthly average active
personnel during the given year. The data on UN peacekeepers come from UN DPKO, and the data on
non-UN peacekeepers come from a bespoke data package from the Stockholm Peace Research
Institute (SIPRI). Where monthly data on non-UN peacekeepers was not given (some countries
provide data on a bi-monthly basis, for example), we imputed the number of peacekeepers to get a full
annual dataset.*®

The direct deployment cost is taken as $10,000 per month per peacekeeper in the US (based on both
RAND’s analysis and Pentagon data underpinning the original 2003 CDI methodology. That figure has
been inflated at 2% per annum for subsequent years). To account for the likely differing costs of troop
deployment across CDI countries, this figure is multiplied by the PPP market exchange rate (from
World Bank data)*. For UN peacekeeper contributions, we subtract the UN reimbursement per troop
from this cost, which according to the UN website, has been set at $1,428 since 2019 (note that this
reimbursement is not multiplied by the PPP exchange rate). Non-UN peacekeepers do not receive any
such reimbursements and the full cost is incurred (with PPP adjustments). Thus, the formula for
peacekeeper contributions is as follows:

Direct Costs = (# of Peacekeepers * (PPP Deployment Costs - Reimbursements)) / GNI

4 Imputation method was linear interpolation using the ‘na.approx” function from the zoo package in R.

46 The PPP exchange rate is the one that converts one currency to another in a way that captures the different costs of goods
and services between the two countries. The conversion factor ‘is the number of units of a country's currency required to buy
the same amounts of goods and services in the domestic market as U.S. dollar would buy in the United States’ (from the World
Development Indicators data series).
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Indirect personnel contributions include costs such as training soldiers and providing equipment and
uniforms. These costs have already been incurred by the contributing countries in maintaining their
armies and are thus separate from direct deployment costs. These are calculated by taking the annual
contributions of peacekeepers (obtained from an average over the past four years) as a proportion of
a country's total active service personnel to find a rough value for the proportion of domestic military
personnel directed to the UN. This proportional figure is then multiplied by the country’'s military
expenditure to calculate the dollar value of these indirect costs of troop contributions. As with all other
forms of peacekeeping contributions, this is then scaled by the country’s GNI. Data on total military
personnel come from the World Bank's World Development Indicators, as do data on total military
expenditure. The formula is the following:

Indirect Costs = ((# of peacekeepers / total military personnel) * total military expenditure) / GNI

We include this measure because higher female participation in peacekeeping missions has been
shown toincrease reporting of sexual and gender-based violence, as well asleading to lower incidents
of sexual exploitation and abuse (UN 2019). Female peacekeepers are crucial in making the
peacekeeping force approachable to women in various communities, mentoring female cadets at
police and military academies, and interacting with women in societies where women are prohibited
from speaking to men. Despite this, the percentage of deployed military women currently hovers at
4%, and has not increased significantly since the end of 2009; as for police women, the percentage has
stayed at around the 10% since 2011 (DCAF 2020). Therefore, we reward countries for higher
proportions of female peacekeepers. For each country, we consider the average proportion of female
peacekeepers each country contributed over the 4 most recent years - for this edition of the CDI, that
means 2019-2022.

Data come from UN Department of Peacekeeping Operations (2019)

Ungoverned maritime spaces along major sea lanes are a major threat, providing refuge for armed
maritime groups and a haven forillicit activities. This indicator assesses countries’ contribution to the
protection of sea lanes based on the quantity of major ships in the navy, the naval budget and the
number of ships devoted to sea lanes protection. It is calculated in a similar way to indirect costs of
peacekeepers, outlined above. We divide the number of vessels devoted to sea lanes protection by the
total number of vessels in a country’s navy. Then, we multiply this proportion by the total naval budget
to obtain the dollar equivalent of sea lanes protection contributions. As with other peacekeeping
contributions, we then divide this by the country’s GNI:

Sea Lanes Protection = ((Sea Lanes Protection Vessels / Total Vessels) * Naval Budget) / GNI

The data on naval budgets and maritime deployments is collected by an independent defence
economist using sources such as the United Nations and individual countries’ ministries of defence.

Arms Trade

Countries can affect peace and security beyond their borders if they supply arms to other countries.
The effects might be especially detrimental in certain cases. For example, arms exports may be more
likely to fuel conflicts if sent to less democratic countries (some research shows that non-consolidated
democracies are more prone to both intra- and inter-state conflicts); or if the importing country is
already spending a large amount of its GDP on arms (potentially implying a militaristic policy stance
as well as a diversion of funds away from other basic services); or if the country is poor (the
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aforementioned research also shows that slow economic growth can be a driver, particularly of intra-
state conflict).

The arms trade indicator comprises two measures, the product of which is the final indicator unit. The
first, Arms Trade Volume, measures the annual dollar amount of arms exports as a percentage of each
CDI country’s GNI in the last five years. The second measure measures the relative likelihood that
arms exports from a CDI country will incite or fuel conflicts worldwide. This is done based on the
relative weighing of importing countries based on their income, militarism and poor governance.
These two measures are multiplied by each other to give the raw score for the indicator.

This measures the dollar amount of arms that CDI countries exported over the previous five years,
scaled by each country’s GNI. Half (50%) of the score for this measure is taken from the most recent
available year, as this best reflects the current policy stance. However, as arms exports data are quite
lumpy, whenever possible we also use some historical data. This means that the other 50% of the score
is taken from an average of exports from up to the previous four available years (though if the only
data is from prior to 2014, we mark the data as missing).

Data on the volume of arms exports are provided by an independent security economist who uses a
wide range of nationally provided statistics and data from SIPRI exporter-importer tables. As
countries provide varying levels of detail in their reporting, ranging from fully available data on export
volumes to each importer to only aggregate yearly volumes of exports, we use various techniques to
arrive at a full dataset, detailed below.

Whenever possible, a country’s nationally reported statistics are prioritised. If government-reported
statistics are not available, SIPRI data are used and scaled up based either on a historical, country-
specific multiplier or, as a last resort if no national data are available, on the highest observed
multiplier.

Full nationally reported and disaggregated data is available for 25 of the 40 countries.

However, if a country has no disaggregated data on exports to each importer country, but does provide
an aggregate yearly figure, we compare the aggregate national statistics to the sum of all exports
reported by SIPRI. Because SIPRI's trend-indicator values (TIVs) routinely underestimate the absolute
scale of arms exports, when disaggregated national sources are not available, we scale the SIPRI TIV
value by a multiplier to reach the total nationally reported figure for each country. This multiplier is
derived from a multi-year average of underreported percentages of the sum of a country’s TIV exports
as compared with aggregate national statistics. This method is used for Australia, India, Indonesia,
Israel, Russia and South Korea, who belong to the second category. As a last resort to fill data gaps, ifa
country has no aggregate statistics but does have enough data for SIPRI to produce exporter-importer
tables, we scale that country’s TIV values for each importer by the highest multiplier for any of the
countries in the second category. This is the case for Brazil, China, Japan, New Zealand and UAE.

Finally, if a country fails to make its detailed arms export data publicly available and SIPRI is not
available as a last resort, the country is scored punitively, as outlined in the missing data approaches
section (page 14). But as outlined there, arms export volume is the one exception to the approach of
assigning the worst score to non-publishing countries. Because Israel is such a large outlier on this
indicator, assigning non-publishing countries the worst score both was excessively punitive and had
the effect of compressing all the other scores closely together. For countries that have not published
this data, therefore, we assign a score of the mean plus 2 standard deviations, to effectively put such
countries ataround the 97.5th percentile of export volume. This means that such a country’s final arms
score is calculated as being equivalent to that of the worst-performing country.
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Moreover, in previous CDIs, export values between some OECD countries were not captured in data
collected for the years 2014-2017. As the CDI now measures arms exports between all countries, in
cases where data was previously not reported, we have assumed that the level of OECD exports was
the same asin 2018 data, and added that amount for the 2014 to 2017 data. Full data on exports between
OECD countries has been captured in all data for 2018, 2019, and 2020 in our datasets.

Although the causal link between arms sales and conflict emergence in general is still a matter of great
debate, numerous case studies as well as growing body of statistical analysis suggest that arms sales
may significantly increase the probability of an onset of intra-state conflict or enable governments to
unleash more violence against their own citizens.

The likelihood that arms sales will be used for conflict onset or escalation is not equal among importing
countries. Therefore, we have devised a method for establishing a relative weight between 1 (lowest
conflict potential) and 10 (highest) for each importer, detailed below.

These importer weights are then used to multiply the share of actual dollar amounts of arms exports
from each CDI country in each year. The final ‘conflict potential’ score on this measure is the sum of a
CDI country’'s annual weighted arms exports divided by its unweighted arms exports in the most recent
available year (usually 2019, exceptionally 2020 or 2018) to give a relative weight across all its arms
exports.

To account for differences between different importers, we weigh arms exports from CDI countries by
a) the importing country’s level of voice and accountability (V&A), b) its military expenditure as a
proportion of GDP, and c) its level of poverty. Each of these weighting components takes equal weight.
The scale of these effective weights is adjusted to range from 1 to 10, with highest-scoring Libya taking
aweight of 10, and lowest-scoring Luxembourg taking a weight of 1.

The first weighting component is on how democratic and accountable to its citizens the recipient
government is, according to the V&A indicator of the Kaufmann-Kraay index, taken from World Bank
data. It should be noted that the 2022 update of this dataset includes "significant revisions to the
underlying source data that affect the data for earlier years”.

The second weighting component is the recipient country’s military expenditure as a percentage of its
GDP. We use data from both SIPRI and the World Bank. As SIPRI personnel are specialists in this field,
we use their data as the first choice, but if SIPRI lacks data for a country, we use World Bank data. The
ratio of World Bank figures to SIPRI figures on average is 1.036, so the discrepancies, if any, are small.

The last weighting component is based on the recipient’s GNI per capita, PPP, from the World Bank’s
World Development Indicators.

Because these three indicators are all measured on different scales, we convert them to a unit-free
measure for comparability (i.e., we standardise each of them to have a mean of 0 and a standard
deviation of 1). For V§A and GNI, we invert this standardisation so that a higher raw score translates
into a lower standardised score. This means that the highest standardised scores are recorded by
countries that have low V&A, high military expenditure, and low GNI raw scores.

Finally, we distribute the 156 arms importers for which we are able to construct a conflict potential
weight according to these scores uniformly between 1and 10. This gives a clear score to each importer,
avoiding outliers or big differences between the weights given to countries with similar
characteristics. We rank the 156 importers from best to worst based on the average of the three
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standardised scores (from 1 to 156). Then, we distribute weights from 1 to 10 evenly, with each
increment between ranks worth 1/156. This is equivalent to normalising the ranks. In practice, this
means the ‘best’ country has a weight of 1, the next best a weight of 1.058, and the ‘worst’ country to
export to has a weight of 10.

The weight of each importing country is thus calculated as
Rank;
( 160 )

* (Average (std(VAj), std (milexp]-), std(GNI]-)))

Weight; = Norm 1to 10

where
e std(x) = variable x standardised to mean 0, standard deviation 1, based on the mean and
standard deviation of its series;
e Rank;=Rank of the importer country out of 160 countries ranked,;
e VA;=V&A measure of country j;
e milexp; = military expenditure as a percentage of GDP of country j; and
e gni;= GNI per capita, PPP, of countryj.

The result of this process is a country weight, which is lower for countries that are less problematic to
export arms to, and higher for those that are more problematic to export arms to.

These weights are then used to scale the arms exports a CDI country makes to each of its customer
countries, so that the weighted arms export total of country i would be

WAE; = ¥7_,($ Value of Arms Exports to j - Weighting of j),
where
e j-n=countryi'sarms-importing customer countries.

We refer to this measure of the distribution of arms sales across importing countries as their “conflict
potential.”

Participation in Security Conventions

Security conventions establish important global standards and set the basis for international
cooperation. When countries ratify international conventions, they become part of domestic law, and
countries become legally accountable for upholding these standards, thereby encouraging even more
global adherence to these shared norms.

This indicator assesses the level of countries’ participation in 9 important international security
regimes. Countries receive 1 point for ratifying each of the following 9 treaties:

e Non-proliferation Treaty

e Chemical Weapons Convention

e Comprehensive Nuclear Test Ban Treaty

e Mine Ban Treaty

e Convention on Certain Conventional Weapons (with points assigned for each of the 7 articles
and amendments, for a total of up to 1 point)

e Convention on Cluster Munitions

e Rome Statute of the International Criminal Court

e Arms Trade Treaty
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e UN Resolution 1325 on Women, Peace and Security

Countries get a point for ratifying the agreement but get a reduced score for not ratifying all additional
protocols of the Convention on Certain Conventional Weapons. A country’s raw score on this indicator
is the sum of its scores across all of the conventions, which thus has a maximum of 10.

Further Reading

e Europe Beyond Aid: Europe’s Commitment to International Security

e Section on security in the CDI methodology paper from 2013

e The Security-Development Nexus, International Peace Academy

e Council on Foreign Relations: Increasing Female Participation in Peacekeeping Operations
e CDIComponent Workbooks: Security

e (DI Analysis Tool
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Technology Component

Why Is Technology Creation and Diffusion Important for Development?

While technology may be embodied in physical products, the broader definition of technology
includes knowledge, techniques, processes, skills and methods. Seen this way, it is a critical factor in
economic and human development, and not just for the poor. New technologies reduce the prices of
goods and services, making them more accessible to everyone. Advances in medicines, information
and communication technology, and sustainable energy contribute to raising the quality of life
worldwide. Rich countries, which have strong research networks and technological bases, have an
importantrole to play in both new knowledge creation and its diffusion worldwide. The internet, mobile
phones, vaccines and high-yielding grains were all invented by rich-country researchers and
exported elsewhere, where they have improved - and saved — many lives. Promoting both the transfer
and the diffusion of such knowledge is key to addressing many of the persistent and emergent
challenges that developing countries face.

Governments can contribute to global innovation and technological development by stimulating the
production of new technologies through direct funding or through granting tax incentives to
stimulate private-sector research. They can encourage technology diffusion beyond their borders in
various ways: international academic collaborations allow developing-country researchers to gain
skills and gives exposure to their ideas; opening the doors to foreign students allows them to gain new
knowledge, skills and often economic and intellectual capital, which they can employ or share back
home orininternational innovator networks. This process can be particularly empowering for female
students, who are so often underrepresented. But governments can also impede the diffusion of their
technologies through imposing excessively restrictive intellectual property rights (IPR) terms on
foreign trade and investment partners, which can limit developing countries’ access to vital
technologies.

Related CGD work: Technology and development

Structure

The Technology component is structured to reflect the idea that countries’ contributions can be both
in technology production and in technology diffusion, with the latter weighted more heavily. This is
because the production of technology mainly benefits the producer, but sharing it has a broader
developmental benefit. The technology component’s indicators and their weights in the overall
component score are as follows:

Government Support to Knowledge Production
e Government Technology Expenditure (25%)
e TaxIncentives (10%)

Government Support to Knowledge Diffusion
e Foreign Students (25%)
o Female Foreign Students (10%)
¢ Research Collaborations (10%)
« Intellectual Property (20%)

Government Support to Knowledge Production

The two following indicators comprise the subcomponent of government support to knowledge
production, which in total accounts for 35% of the weight of the Technology component.
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This indicator measures government expenditures on R&D. Government support is measured in
budgetary expenditure on research as a share of national income (GNI). We previously relied on data
on government spending on R&D from UNESCO, but as this indicator has stopped being updated, we
now rely on the OECD. Some countries don't report government expenditure on R&D (GERD) data to
the OECD, in which case we looked for national sources. This was the case for Australia, Brazil, India,
Indonesia, and Saudi Arabia. We were unable to find data for the United Arab Emirates. We include
total domestic GERD for all sectors and socioeconomic objectives.

In previous CDI versions, we discounted expenditure on defence by 50% with the rationale that such
technologies are not developmental in scope. Several countries’ R§D budgets have a substantial
defence component - notably, the United States, which allocates around 45% of its R6D budget on
defence, and the UK, South Korea and Turkiye, which allocate between 10% and 20% (OECD
Government Budget Allocations for R6D or GBARD, 2017 data). Ideally, we would have liked to continue
todiscount defence R&D but the only data that is disaggregated sufficiently to permit this (GBARD, also
from the OECD) excludes eight of the CDI countries rather than six, and is based on a less accurate
“funder based approach” rather than a “performer-based approach”# Also, for most countries, the
share of military spending on R&D is relatively small. Therefore, we have included all R&D spending
for now.

This indicator measures the level of government support for private R6D through tax incentives. It is
expressed as an ‘implied subsidy rate’ based on the B-index, published by the OECD. As explained by
the OECD, the B-index is a measure of the level of pre-tax profit a ‘representative’ company needs to
generate to break even on a marginal, unitary outlay on R&D, considering provisions in the tax system
that allow for special treatment of R6D expenditures.

We give this indicator a lower weight than public R&D, given that commercial technologies are less
likely to generate positive public spillovers, and access to them may also be restricted by IPR.

The raw score for tax incentives is expressed as the realised value of R&D tax incentives as a
percentage of GNI, and the formula for calculating it is

Realised Subsidies as % of GNI = Subsidy Rate * BERD as % of GNI,

where
e Subsidy Rate is the average of the OECD-calculated implied subsidy rates on R&D for medium
and large enterprises, and
e BERD as percentage of GNI is business R6D expenditures expressed as a share of GNI (BERD in
local currency units comes from the OECD with gaps for Australia and Brazil filled from
national sources (formerly from a now-discontinued UNESCO dataset, with gaps filled by the
OECD); GNI data come from World Development Indicators).

Technology Transfers and Diffusion

Technology production creates a global public good of new knowledge, but the tangible benefits of that
good can elude poorer countries. Their citizens and governments often lack the income to pay the high
monopoly prices that patents can cause, and they are usually prevented, by international law and

47 For more information on the funder-based approach and performance-based approach to measuring R&D, refer to the OECD’s
2015 Frascati Manual. Also in line with the manual’s section 8.6, as “most modes of tax support for R6D cannot be easily aligned
formally and in practice” with the OECD’s R6D reporting it is “generally excluded from analyses of statistics on government-
financed GERD”. We therefore dedicate a separate indicator in the technology component to measuring government-backed tax
relief for business R6D.
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bilateral treaties, from developing more affordable equivalents. CDI countries are therefore scored
positively for taking efforts to let the benefits of their knowledge and technologies diffuse to
developing countries, and they are punished for requiring excessive restrictions on such flows.

Technology diffusion is measured by four indicators, collectively accounting for 65% of the total
Technology component: Foreign Students, Female Students, Research Collaboration and IPR.

This indicator measures the inflow of tertiary students to CDI countries. As with some other CDI
measures (namely, poverty focus of development finance, inflow of migrants, trade tariffs and
university collaborations) we give proportionally higher scores to the beneficiaries of CDI countries’
policies that come from lower-income countries. To do so, we apply a weight according to the income
of students’ country of origin. Where the country of origin is unknown, we use the regional average
poverty weight; if the region of origin is unknown, the world average poverty weight is used.

The method for calculating income weights for each origin country is outlined earlier in this document
(page 14). In brief, they are designed to be 1 for a country with an income equal to the low-income
country average, declining (increasing) rapidly as the country’s income rises (falls). With these weights
assigned to origin countries, country j's score on this indicator is calculated as

. . T Weighted Students j;
Weighted Foreign Students Score; = Li Welghted Students;

Tertiary Student Body;’
where

e Weighted Students; = The numbers of tertiary students arriving in country j from country i,
multiplied by country i's income weight, and

e Tertiary Student Body; = The total number of tertiary-level students of country j (in thousands).

Student data come from UNESCO and Population and GNI per capita, PPP, data come from the World
Bank’s World Development Indicators. Some countries (Japan, Mexico, Netherlands) have a large
discrepancy between the known total number of foreign students and the sum of students by country
of origin. In these cases, we instead use data from the OECD International migration database. For
Israel, the UNESCO data is presented with no disaggregation by country of origin — in this case, we use
the disaggregated data from the OECD. As this now draws data from a UN source, if any countries still
have missing data, they will be assigned the lowest score available from the countries that report data,
rather than the average.

This indicator measures the ratio of female to male foreign students. Admitting female foreign
students is especially important for development, as it frequently has large social remittance impacts
on gender equality in their home countries. , and can promote gender equality in students’ home
countries. Therefore, countries are rewarded for having a higher proportion of female foreign
students. Data on students’ gender breakdown was formerly taken from the OECD, but is now taken
from UNESCO. The detailed calculations can be found here (in the sheet named ‘Female Migrants’). As
this now draws data from a UN source, countries with missing data are assigned the lowest score
available from the countries that report data, rather than the average.

The score of a given CDI country, say country j, on the female foreign students indicator is calculated
thus:

Total Female Foreign Students

Female Foreign Students Score; = Total Foreign Students
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This indicator considers the share of a CDI country's international research outputs which are
undertaken with lower income countries. Specifically, it considers research outputs (as measured by
journal publications) which are co-published by authors affiliated with third countries - with a higher
weight for those from lower income countries (see Income Weighting section) - as a proportion of all
internationally co-authored outputs. Scientific collaboration is an important mechanism enabling
spillovers through the integration of developing countries into research activities, thereby promoting
both knowledge transfers and diffusion (Gonzalez-Alcaide et al. 2017). More widely, co-authorship
across multiple countries is associated with higher-quality knowledge generation. Through
collaborating, global researchers can integrate a wide range of competences and skills to attack
difficult problems with an enhanced chance of success. For these reasons, co-authored papers tend to
have a higher citation impact (Pan et al. 2012).

Data for the latest available year, or 2020, is used for all countries. Our analysis did not show the data
to be particularly lumpy or uneven since 2016, so only the latest available year was used, in contrast to
the CDI 2020 method on this indicator. Data were taken from Scopus, Elsevier's abstract and citation
database, and accessed through the SciVal platform. Scopus covers nearly 36,377 titles from
approximately 11,678 publishers, with a particular focus on science and technology. The nationality
used to assess collaboration was determined by the country of the author’s institutional affiliation.
Any research output published with a CDI country-affiliated author with at least one foreign co-
author is counted towards a country’s score. If a publication has co-authors from more than one
country, it is counted as a collaborative research output separately for each co-authoring country.

To understand the relative share of outputs which are co-authored with lower-income countries, we
poverty-weight research outputs by international institution co-authors in the same way we weight
development finance (poverty focus), migration, student inflow and tariffs: we give a higher score for
research outputs co-published with poorer countries. The income weights for each co-authoring
country are outlined earlier in this document (page 12).

With these weights, the measure is calculated as

3 Y™ Weighted Co—authored Outputs j;
Research Collaboration Score; = = L
J Co-authored Outputs;

where
e  Weighted Co-authored Outputs;; = The numbers of publications co-authored by country j with
co-authors in country i, multiplied by country i's income weight; and
e Co-authored Outputs; = The total sum of publications with international co-authorship
including countryj.

This indicator measures the restrictiveness of IPR provisions in free trade agreements between CDI
countries and developing countries. IPR provisions aim to incentivise research and innovation by
granting producers of new technologies a monopoly over their inventions for a specified period. But a
developmental IPR regime needs to balance this incentive with the need to sufficiently enable others
to make use of technologies in order to assist developing countries in accessing important
technologies and contribute to the advancement of human knowledge.

Our data for this indicator was compiled by CIECODE, whose full methodology can be accessed here.
The CIECODE team analysed the legal provisions in a sample of the most recent free trade agreements
between CDI countries and developing countries for the restrictiveness of their IPR provisions on
content relating to a) patent term length, b) patent opposition and revocation systems, c¢) compulsory
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licensing, d) parallel imports, and e) counterfeiting. Any provisions which are more restrictive than
the WTO Trade-Related Aspects of Intellectual Property Rights (TRIPS+) agreement result in no points.

Limitations and Issues

In this component we mainly attempt to reflect the relative effort of a country to increase its existing
research capacities and to share the technology and knowledge it has with others. This is an important
distinction to make, as we are ranking the relative contribution to technological development of 40
countries at various stages in their own development, ranging from the United States to India.

The Technology component focuses on the strength of a country’s domestic innovation base, not as an
end in itself, but as a contributor to the global public good of technological advancement. And because
we focus on policy effort, many of our production measures mostly assess early-stage research, or so-
called lab coat innovation, rather than direct commercial uses.

We also outline some potential future methodological extensions in section B of our 2017 technology
component methodological note, notably on measuring IPR restrictions in free trade agreements.

Further Reading

e 2017 IPR methodological description

e Europe Beyond Aid: Evaluating Europe's Contribution to the Transfer of Technology and
Knowledge to Developing Nations

e Section on technology in the CDI methodology paper from 2013

e Brain Gain or Brain Drain?

e Measuring the International Mobility of Inventors, World Intellectual Property Organization
working paper, 2013

e (CDIComponent Workbooks: Technology

e CDI Analysis Tool

e CDIProject Site
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Annex: Full list of methodological adjustments

Component

Development
Finance

Investment

Table 3. Other methodological changes over 2021 CDI

Indicator

Fragility Focus

Tied Status

Natural
Resource
Governance

Financial
Secrecy

International
Investment
Agreements

Indicator
weights

Description and rationale for change

The CDI 2023 methodology document has been updated to
reflect an unrecorded method change made in the previous
2021 edition of CDL

Fragility Focus measures the extent to which bilateral
development finance is allocated towards the most fragile
states. We now use a weighted average of recipient fragility
scores (using OECD data) rather than the share of recipients
that are deemed fragile (based on World Bank data).

For countries which report their development finance data to
the OECD, the Tied Status measure is now calculated after first
removing elements which do not constitute cross-border
flows: administrative costs, spend on development awareness,
in-donor refugee costs, in-donor student costs, in-donor
research spend, and debt relief. Thus adjusted, the measure
more closely aligns with the Development Finance Quantity
indicator (i.e., FID, which also removes these elements).
Following the 2021 revision in EITI's monitoring of
implementation by its member countries (i.e., the “Validation”
process), we also revised how we award points for full or partial
implementation. We also now award the average score for
countries which are not yet assessed, as it is unclear to what
extent this delay is due to their own effort.
Previously, we included the UK’s dependent territories in its
score. We have now refined our method to ensure that the
dependent countries and territories of the Netherlands, the US,
and China are also included into their scores based on global
scale weights.
We changed the way we sample IIA across time periods to
include only unique agreements across the whole range of
agreements, rather than looking at unique agreements within
each time period.
New corporate income tax rate alignment indicator has been
assigned a weight of 20% within the Investment component. To
accommodate this, weights for other indicators have changed
as follows:

e Investment Agreements, 25% > 20%

e Financial Secrecy, 35% > 25%

e Business and Human Rights, 20% - 15%
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Migration

Environment

Health

Migration
Agreements

Participation in
International
Biodiversity and
Environmental
Agreements

Inputs into Fossil
Fuel Support
Indicator
weights

Antimicrobial
Consumption

Pandemic
Preparedness
and Response

Trade
Restrictions

Removed the UN Protocol against Trafficking in Persons as all
CDI countries now sign up.

Added countries’ reporting on voluntary reviews of progress
on the objectives of the Global Compact for Migration.

To account for treaties which all CDI countries have signed, but
to which not all countries fulfil their reporting or
implementation commitments, we changed the method.

We removed the Paris Agreement.

We added:
- the WTO Agreement on Fisheries Subsidies
- monitoring of implementation on the UN Convention
to Combat Desertification, the Convention for
Biological Diversity, and CITIES.

To align with the way we measure participation in treaties in
other components, we made it 0-1 points rather than 0-3
points per treaty.

Carbon intensity of electricity relative to gas — an updated
source has been used.

New climate ambition indicator assigned weight of 10%. To
accommodate this, the weight for the greenhouse gas
emissions indicator has changed from 40% to 30%.

As prior data source was dated and no longer updated, new
data sources have been used and prioritised: GLASS-AMC as
first resort, the EU CDC as second resort, and the CDDEP
Resistance Map (which was previously the primary data
source) is now used as the source of last resort, as it relies on
the least up-to-date data.

WHO Simulation Exercises — the WHO Extranet source we use
isnolonger disaggregated by biological or nuclear categories -
we therefore include any WHO simulation exercise.

We made a number of adjustments and corrections to this
indicator to ensure its focus on measuring restrictions of food
and medical goods that affect developing countries. In
particular:

- Added HS codes for animal feed and fertilisers to the
list of relevant trade restrictions (to complement
existing focus on food and medical goods)

- Removed duplication of restrictions through different
mechanisms - i.e,, quota + ban

- Removed double-counting of overlapping/duplicated
line-days on HS lines (e.g., US Entity List)

- Removed any HS codes which are alcohol, previously
counted under food.

- Discounted any export restrictions directly targeting
Russia or its allies as a sanction for its invasion of
Ukraine.
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Security

Technology

Treaties, Codes
and
Memberships

Peacekeepers

Government
Expenditure on
R&D

Foreign Students

TRIPS+

- Removed many medical HS codes, excluding those on

a list of COVID-19 relevant HS lines, sourced from the
World Integrated Trade Solution.

Removed the JEE Alliance and GHSA agenda - as these were

time-limited memberships - and instead, included

participation in the GLASS-AMR and GLASS-AMC modules

within the WHO. GLASS-AMC was launched in December

2020, and GLASS-AMR has entered its second five-year

implementation cycle in 2020.

Russia’s score has been manually amended to the inverse of

the best score (see also Box 5, page 63).

On non-UN peacekeepers in particular, with more
disaggregated monthly data now being made available from
SIPRI - rather than only the number of peacekeepers reported
for just December — where a full time-series of each month is
not available, we now interpolate between reporting months
for a more accurate picture of non-UN peacekeeper numbers
in2021and 2022.

Changed data source to OECD from UNESCO, as the UN no
longer publishes data for this indicator.

Changed data source to the UNESCO from OECD, as the
UNESCO data source is more complete.

Countries only need 3 agreements to get a “full” score on this
indicator. Previously, if a country had fewer than six
agreements, they received a modified score.
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