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PAHO BUDGET POLICY 

 

Background 

1. This Budget Policy responds to the recommendation made by Member States of the 

Pan American Health Organization (PAHO) during the 56th Directing Council to replace 

the previous PAHO Budget Policy that was approved in 2012 and applied during the period 

2014-2019 (Resolution CSP28.R10 and Document CSP28/7) (1). As explained in 

paragraph 9 below, the Budget Policy became largely irrelevant when the “integrated 

budget” approach was introduced for the 2016-2017 biennium (2). The Budget Policy 

applied exclusively to the PAHO Regular Budget (assessed contributions plus 

miscellaneous income), which was no longer the basis for budgeting after the 2014-2015 

biennium. 

2. In its consideration of the Evaluation of the PAHO Budget Policy (Documents 

CD56/6 and CD56/6, Add. I) (3), the 56th Directing Council noted that the Pan American 

Sanitary Bureau (PASB) should respond to the findings of the independent evaluation – 

notably its nine specific recommendations – in the development of a new budget policy.  

3. In addition, PAHO’s Executive Management noted that an objective, flexible 

methodology for assigning budget ceilings based on country needs would help ensure that 

PASB applies its resources where they are needed most.  

Overall Purpose of the New Budget Policy  

4. The main objective of the proposed Budget Policy is to provide an evidence-based, 

empirical foundation for assigning budget ceilings across PAHO Member States, while 

allowing sufficient flexibility for PASB to respond to evolving political, health, and 

technical considerations.  

5. The Budget Policy is designed to guide budget allocations during the period  

2020-2025. It incorporates lessons learned from the regional level (previous PAHO budget 

policies (1-4), along with assessments and evaluations of them) and the global level, 

especially the World Health Organization (WHO) 2015 Strategic Budget Space 

Allocation (5).  

https://www.paho.org/hq/index.php?option=com_docman&task=doc_download&gid=45950&Itemid=270&lang=en
https://www.paho.org/hq/index.php?option=com_docman&task=doc_download&gid=45957&Itemid=270&lang=en
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6. While a formula is used to calculate indicative budget levels, based on an updated 

health needs index and other factors, this formula is not intended to produce mathematical 

budget allocations. The indicative budget levels resulting from the formula would be 

subject to adjustment by PAHO senior management and Member States, based on their 

strategic judgment. While the formula provides a useful injection of objectivity, the 

inclusion of a variable component and of manual adjustments for select countries allows 

for ample tailoring of budget levels to respond to evolving needs and priorities. The 

formula itself is calculated using data that in some cases are already two to three years old, 

and therefore may not reflect the latest health trends in certain Member States. 

7. It is expected that this new Budget Policy provides Member States and PASB with 

a useful tool for developing budget allocations—a tool that is transparent and evidence 

based, while at the same time flexible enough to ensure that PASB remains responsive and 

proactive in allocating resources to maximize impact on public health. 

Defining Budget Terms in PAHO 

8. In PAHO, budget does not equal actual funding. The following terms and 

definitions are used throughout this document and in related PAHO planning and reporting 

instruments such as the Strategic Plan and Program Budget (PB).  

a) Budget: In PAHO, as in WHO, the term “budget” refers to fiscal space for planning 

purposes. The PAHO budget, whether assigned to the whole Organization or to 

programmatic or organizational elements, is unfunded fiscal space that requires 

actual financing. The concept of an empty bucket can be useful in visualizing the 

budget concept: the bucket is only filled once actual funds are received and assigned 

to the budget bucket in order to be committed (also known as obligated) and 

expensed. Synonyms: budget space, budget allocation, (budget) ceiling, budget 

envelope. 

b) Integrated budget: A concept introduced in 2015, when Member States approved 

the totality of PAHO’s Program Budget 2016-2017, and not only the Regular 

Budget component of the Program Budget. An integrated budget refers to fiscal 

space that includes all possible sources of funds that finance the Program Budget. 

As opposed to the Regular Budget, not all sources of funding materialize, hence the 

integrated budget concept allows for funding gaps.  

c) Funding: This refers to amounts that can be committed and expensed. The broad 

classifications of flexible funding and voluntary contributions are used, with 

specific funding sources such as assessed contributions or individual grants used to 

track and report on expenditures. The PAHO Program Budget 2020-2021 (6) 

contains a full glossary of such terms. Synonyms: financing. 

d) Regular budget: A very specific type of funding for PAHO consisting of PAHO 

and WHO assessed contributions plus PAHO’s miscellaneous revenue. As such, 

Regular budget was considered secured funding. This concept is no longer used, as 

it has given way to the concept of flexible funds. 
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e) Flexible funds: This concept is currently used in PAHO and WHO. These types of 

funds include but are not limited to: PAHO and WHO assessed contributions, 

PAHO’s miscellaneous revenue, as well as revenue generated from special cost 

recovery mechanisms such as Project Support Costs for PAHO and WHO. Though 

more limited in nature, WHO’s Core Voluntary Contributions Account (CVCA) 

are also considered flexible funds. 

f) Funding gap: This term is typically used to refer to the difference between the 

budget and the funding for the Organization (or a sub-element thereof). The gap is 

normally addressed through resource mobilization. Synonyms: financing gap, 

unfunded budget. 

Total PAHO Budget versus Regular Budget 

9. One of the main concerns highlighted by the evaluation of the PAHO Budget 

Policy, conducted in 2018, was that the PAHO Budget Policy of 2012 (Document 

CSP28/7) was based on and applied to the concept of Regular Budget, which is no longer 

in use. Regular Budget consisted of PAHO and WHO assessed contributions plus PAHO’s 

miscellaneous revenue. With the application of the concept of “integrated budget,” starting 

in 2016, the Program Budget was approved in its entirety, not merely the Regular Budget 

portion (see Resolution CD54.R16). Thus, it is logical to apply the new Budget Policy to 

the totality of PAHO’s budget envelope.  

Regional versus Country Budget Allocations 

10. When approving PAHO’s Program Budget, Member States approve the budget 

distribution among the regional, subregional, and country levels of the Organization. For 

some years PASB has sought to gradually shift budget allocations from the regional level 

downward. This Budget Policy focuses on the budget distribution at country level and 

proposes a target allocation to the country and subregional levels totaling 45%, including 

42% to PAHO/WHO Representative (PWR) Offices (see Table 1) and 3% to subregional 

offices. 

11. In 2018-2019, just under 40% of the total budget was allocated at the country and 

subregional levels (7). Table 1 shows the approved distribution of the Program and Budget 

2018-2019 by functional level and the proposed target distribution for the period 2020-

2025. The 5% for Region-specific programs and response to emergencies is a placeholder; 

traditionally such funds are spent across all levels of the Organization. 
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Table 1. Target Budget Distribution among PAHO Functional Levels 

 Functional Level 

  

Biennium 2018-2019 
Target Distribution  

2020-2025 

Amount 

(US$ millions) 

% of 

total 
% of total 

Regional 351.13 52% 50% 

Subregional 22.70 3% 3% 

Country 245.77 36% 42% 

Total - base programs 619.60 92% 95% 

Region-specific programs and 

response to emergencies 
56.00 8% 5% 

Total - Program and Budget 675.60 100% 100% 

 

The New Budget Policy Formula  

12. The evaluation of the PAHO Budget Policy of 2012 made a series of 

recommendations that were taken into consideration in devising the new policy formulation 

(see Annex A). For ease of reference, Table 2 presents a summary of the main changes in 

the proposed Budget Policy formula. Immediately following the table, Figure 1 introduces 

the simplified Budget Policy formula. Each element of Figure 1 is explained in detail in 

the subsequent text. 

Table 2. Summary of Main Changes to the Budget Policy Formula 

  

Component of the 

Original Budget 

Policy Formula 

(2012) 

Component of the  

New Budget Policy 

Formula (2019) 

Justification for Change 

Policy applied only 

to Regular Budget for 

countries 

Policy applied to the 

entire budget allocation 

for countries 

With the use of the integrated budget from 2016-2017 

onward, the Regular Budget concept is no longer in use. 

Minimum country 

presence floor 

component share: 

42% 

Updates estimated floor 

component share to 25% 

of the entire formula  

 

Estimates for floor component were updated based on 

expenses for the last two biennia. Weight of floor 

component was adjusted as the formula now applies to the 

entire budget, not merely the Regular Budget. 

Needs-based index 

share: 48% 

Uses newly developed 

Sustainable Health 

Index Expanded Plus 

(SHIe+) 2019, and 

adjusts share of the 

needs-based component 

to 50% of the entire 

formula 

The index was improved in its means of calculation (from 

arithmetic to geometric). It includes six dimensions: two 

related to health outcome and health access, two related to 

economic determinants, including income inequality, and 

two social, to reflect the influence of social determinants 

of health. The share of the needs index in the budget 

formula was slightly increased. 
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1 The Strategic Plan 2014-2019 (Amended) identified eight key countries—Bolivia, Guatemala, Guyana, 

Haiti, Honduras, Nicaragua, Paraguay, and Suriname—where the Organization placed greater emphasis 

on technical cooperation to ensure that health gaps are closed. 

Component of the 

Original Budget 

Policy Formula 

(2012) 

Component of the 

New Budget Policy 

Formula (2019) 

Justification for Change 

Quintile weighting 

applied to smooth the 

effect of the needs-

based index  

Eliminates quintile 

weighting 

Simplifies the formula and removes what proved to be a 

confusing element. The results of application of quintile 

weighting were not notably different from results without 

quintile weighting, and tended not to favor key countries.1  

Results-based 

allocation share: 5% 

Eliminates results-based 

allocation 
This element was not applied in practice.  

N/A 

Introduces a resource 

mobilization component 

and assigns a weight of 

20% of the entire 

formula 

Provides a factor that accounts for the ability to raise 

voluntary contributions. Mitigates the risk of 

unrealistically raising budget allocations to countries when 

such allocations cannot be financed. Assigns more budget 

to those countries that can mobilize resources and less to 

those that cannot, based on historical funding figures. 

Variable allocation 

share: 5% 

Variable allocation share 

maintained at 5% 

Maintains flexibility within the formula. Allows the PASB 

Director to address situations that might require strategic 

adjustments from the results of the budget formula, in a 

transparent manner.  

N/A 

Introduces an “escape 

clause” allowing for 

manual manipulation of 

the budget allocations 

for reasons beyond the 

formula’s ability to 

capture 

Recognizes that formulas are not sufficient, and that 

manual manipulation is sometimes needed where results 

are illogical. Allows for such manipulation as long as it is 

transparent and agreed by Member States. For example, 

specifically, for PB 2020-2021: Brazil and Mexico have 

very large populations in comparison with the rest of the 

countries, and this biases the results regardless of the 

smoothing factor used. Also, both countries have relatively 

high needs, and per the formula their budgets would more 

than double. In the case of Haiti, its small population 

drives down its formula-based budget considerably, 

despite relatively high needs. For PB 2020-2021, these 

results have been addressed through manual corrections. 
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Figure 1. Proposed Budget Policy Formula for the PAHO Strategic Plan 2020-2025 

 

 
 

13. The distribution of the country allocation per budget allocation component is 

summarized in Table 3, using proposed PAHO Program Budget 2020-2021 figures for 

illustration purposes. 

Table 3. Components of the Proposed Budget Policy Formula, Applied to the 

Proposed PAHO Program Budget 2020-2021 

Budget Component 
Share of 

Budget 

PB 2020-2021 Allocation 

(US$ millions, rounded) 

Floor component (staff + GOE) 25% $68 

Needs-based component 50% $136 

Resource mobilization component 20% $55 

Variable component 5% $14 

Total allocation for country level 100% $273 

 

Floor component (25%) 

14. The floor component consists of two main elements: core staff and general 

operating expenses (GOE). Similar to the Budget Policy of 2012, the proposed policy 

assumes that minimum operations in an established PAHO/WHO Representative Office 

require five core staff, plus general costs of running the office. Staff costs were calculated 

based on updated estimates of current costs in each PWR Office. General operating 

expenses took into consideration these costs for 2016-2017 and 2018-2019 expenses to 

date. A factor of 3.5% growth in costs was added to the floor component to allow for 

inflation and other costs that can increase this component over the next six years. 
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Needs-based component (50%)  

15. The incorporation of a health needs index within the Budget Policy has been 

PAHO’s response to support resource allocation in a way that responds to the principles of 

equity, solidarity, and Pan Americanism (Document CSP28/7). 

16. The last update of the needs index was performed in 2012. At that time, a series of 

limitations were identified. First, the Health Needs Index of 2012 incorporated two 

economic dimensions and only one health-related dimension. Second, the index utilized 

life expectancy at birth as opposed to the more encompassing healthy life expectancy. And 

third, the calculation of the index was arithmetical, which can allow for excessive 

compensation among index dimensions. 

17. PASB presented different options to the Strategic Plan Advisory Group (SPAG)2 

for improving the Health Needs Index (summarized in Annex B). After thorough 

consideration, Member States supported the Sustainable Health Index Expanded Plus 

(SHIe+), which is calculated using the formula shown in Figure 2. 

Figure 2: Proposed Sustainable Health Index Expanded Plus (SHIe+)  

 

18. The dimensions, with their proxy indicators, are defined as follows: 

a) health outcome: healthy life expectancy (HALE) at birth or health-adjusted life 

expectancy 

b) health access: proportion of births attended by skilled health personnel and 

immunization coverage with DPT3  

c) inequality: Gini coefficient of income inequality 

d) economic: gross national income per capita (US$) 

e) social: years of education attained 

f) environmental: proportion of population using improved water supplies 

 

19. The SHIe+ maintains the two economic dimensions originally included in the 

Health Needs Index of 2012, but it makes considerable changes to expand the scope of the 

index. It corrects the limitation of the arithmetic calculation by changing the index to 

instead use the geometric mean (multiplication of each dimension and then taking the root 

of the number of dimensions). The SHIe+ adds healthy life expectancy, a measurement 

that is readily available and used by WHO. It includes a proxy for health access, measured 

                                                 
2 The Strategic Plan Advisory Group, consisted of 21 Member States that agreed to collaborate with the 

Bureau to elaborate the Strategic Plan 2020-2025. SPAG established a subgroup on Health Needs Index 

and Budget Policy. The Subgroup oversaw the development of the new budget policy, and presented their 

final recommendations to SPAG, which endorsed the Subgroup’s recommendations. 
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by a combination of the proportion of births attended by skilled health personnel and DPT3 

coverage, and it includes two proxies for social and environmental determinants of health. 

Overall, the SHIe+ is a more robust and comprehensive way to measure the health needs 

of the countries of the Americas. 

20. Once the index has been calculated, its results are adjusted by the same population 

smoothing technique that is used in the Budget Policy of 2012, the adjusted log population 

squared (ALPS). This mathematical technique reduces the effect of wide ranges of 

population within the model. This is more in accordance with PAHO’s technical 

cooperation, which is not defined by the size of a country. The ALPS is also being used in 

WHO’s Strategic Budget Space Allocation. 

21. Even with the smoothing factor applied, Brazil and Mexico—the two countries with 

the largest populations that also have PWR Offices—would account for 26% of the total 

needs-based component. On the other hand, Haiti, which has a smaller population but the 

highest need (needs-based index equals zero), would be allocated less than 7% of the total 

needs-based component. This led to a decision to address these three countries differently, 

further explained in paragraphs 30 and 31 below.  

22. The needs-based component was redistributed among the countries using the share 

of each country in the needs index, but excluding the weights and budget allocations of 

Brazil, Mexico, and Haiti.  

Resource mobilization component (20%) 

23. This component reflects the fact that countries of the Region have different abilities 

and success rates in mobilizing resources. In particular, countries classified as middle- or 

high-income may have less ability to raise resources. This was not relevant to the Budget 

Policy of 2012, as the policy only applied to the Regular Budget and thus only informed 

the distribution of secured funds. With an integrated budget approach, it becomes necessary 

to acknowledge countries’ differing resource mobilization capabilities and to adjust their 

budget allocations accordingly.  

24. The original scenarios, or versions, of the new Budget Policy did not factor in a 

resource mobilization component. Hence, the needs-based component was 70% of the 

entire Budget Policy formula. This meant that the formula assigned higher budget ceilings 

to countries with challenges in mobilizing resources and, at the same time, reduced the 

budget space allocated to several of the current key countries.3 

25. The resource mobilization component corrects this by introducing an element to the 

formula that takes into account each country’s potential for resource mobilization to fill its 

allocated budget. This is calculated based on resource mobilization at country level in 

previous biennia. The total allocation to the country for this component is distributed 

according to the proportional weight of the voluntary contributions available in each 

country against the total voluntary contributions available in prior biennia. This is applied 

                                                 
3 Ibid footnote 1. 
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to all countries except Haiti (the special approach of Brazil, Mexico, and Haiti is detailed 

in paragraphs 30 and 31 below). 

26. The resulting budget space assigned to a country is more realistic. Flexible funding 

is distributed by PASB in a strategic way, prioritizing the country level and the technical 

mandates approved by Member States; however, PAHO’s flexible resources constitute 

only about 56% of the total budget. Increasing the country-level budget without taking into 

consideration financing entails the risk that not all budget envelopes will be filled (this is 

also the situation currently, but may be exacerbated by unrestrained application of the 

proposed formula). The use of the resource mobilization component helps to mitigate this 

risk. 

27. Countries that are less successful in mobilizing resources are still being supported 

with flexible resources, but their budget allocations must consider the more limited sources 

of potential funding.  

Variable component (5%)  

28. This component already exists in the Budget Policy of 2012, currently in force, and 

the recommendation is to maintain it. It is intended to be potentially applied in every 

biennium, as needed. It is well understood that the needs-based component uses data that 

are typically two to three years old. The variable component will provide an added level of 

flexibility in the formula, allowing PASB to address emergent situations that may not be 

reflected in the needs-based calculation (for example, natural disasters and events of public 

health concern, such as epidemics, conflicts, etc.). The variable component also allows the 

Director and Member States to strengthen technical cooperation in a specific country in the 

short term according to priorities that have been identified and that would require additional 

budget allocation to be addressed.  

Manual escape clause  

29. Member States recognize that any formula, no matter how refined, is imperfect and 

may not be able to capture the dynamic reality of needs on the ground in all countries. 

Therefore, the manual escape clause is proposed as part of the Budget Policy (not part of 

the formula). The manual escape clause will be used when the results of the budget formula, 

even with the variable component, do not respond to the recognized situation of a specific 

country. For such cases, manual adjustment can be made to the budget, and the respective 

justification presented to Member States for their consideration. 

30. The usefulness of this clause is perhaps best illustrated by the examples of Brazil, 

Haiti, and Mexico. In calculating their allocations for the proposed Program Budget  

2020-2021, applying the formula directly to these countries resulted in Brazil and Mexico 

more than doubling their current budget allocation. For Haiti, by contrast, the budget 

allocation was one-third of the current one. In light of the well-known challenges facing 

Haiti and the high priority given to this country in the Region, and considering the ability 

of Brazil and Mexico to redirect their own national resources to address their domestic 

health situations, Member States who joined SPAG have indicated that the budget 
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allocations for these three countries should be manually adjusted. To manually correct the 

allocations for Brazil and Mexico, their budget levels were adjusted based on historical 

levels and in consultation with the respective PAHO/WHO Representative Offices. 

31. In the case of Haiti, the PWR Office was consulted to determine the right budget 

allocation, given the country’s high dependence on voluntary contributions and the 

occurrence of exceptional events (such as the earthquake and the cholera epidemic) that 

triggered increases in the previous budget and funding allocations but that are receiving 

less funding now. This led to a proposed reduction in the country allocation for Haiti, as 

indicated in Annex C. The Budget Policy formula was not applied to Haiti, as it would 

have resulted in a much greater reduction. 

 

Application of the Budget Policy Formula and Distribution over Time 

Scenarios Considered and Overall Results 

32. PASB conducted a series of consultations and presented multiple scenarios to 

Member States in the context of the SPAG to obtain feedback and to facilitate the decision-

making process regarding the best formula to use. Table 4 summarizes the main attributes 

of each of the scenarios. 

Table 4. Proposed Budget Policy Formula: Scenarios Considered 

   ✓: included in the formula 

    x: excluded from the formula 

 

33. Scenarios 1-3 are closer to the original formula used in the Budget Policy of 2012, 

as they all apply weighting by quintile, as described above. Scenario 1 provides the closest 

approximation to the 2012 formula, as it uses quintile weighting, does not include a 

resource mobilization factor, and has no manual adjustment for Brazil, Haiti, and Mexico.  

34. Scenarios 4-6 utilize the simplified new formula presented above in Figure 1.  

All three scenarios exclude quintile weighting. Scenario 5 adds the resource mobilization 

factor, and Scenario 6 adds both resource mobilization and manual adjustment for the three 

outlier countries. 

  
Weighting by 

Quintile 

Resource 

Mobilization Factor 

Manual Escape Clause  

(Adjust Brazil,  

Haiti, Mexico) 

Scenario 1 ✓ x x 

Scenario 2 ✓ ✓ x 

Scenario 3 ✓ ✓ ✓ 

Scenario 4 x x x 

Scenario 5 x ✓ x 

Scenario 6 x ✓ ✓ 
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35. Notwithstanding these variations, the results were largely consistent across the six 

scenarios. The following summarizes the main results.  

a) With very few exceptions (Cuba, Guatemala, Nicaragua, and Trinidad and 

Tobago), the budget formulas call for an increase in budget allocations over  

2018-2019. This is largely due to the commitment to assign a larger proportion of 

budget space to country level, so the formula starts with a larger base to distribute. 

b) The direction of the change of the budget space allocation (i.e., whether the 

budget of a given country should increase or decrease) in most cases would be the 

same regardless of the scenario applied. Only the magnitude of the change would 

vary.  

c) The budget formulas include a mix of historical components (floor component 

and resource mobilization) as well as an independent factor that does not depend 

on the current budget allocation (the needs-based component). Therefore, the 

results should be analyzed with this in mind.  

i. Key countries traditionally attract more voluntary contributions than other 

countries in the Region. When the resource mobilization factor is excluded, the 

budget space formula would indicate a reduction in most key countries. Once 

the resource mobilization factor is included, the formula would allocate more 

budget space to most key countries, particularly with the scenarios that utilize 

the new budget formula (scenarios 4-6).  

ii. Smaller Caribbean countries and territories without PWR Offices receive 

a considerable increase in budget space. However, the formula doesn’t capture 

the additional technical cooperation provided through the Office of Eastern 

Caribbean Countries in Barbados. 

iii. Some high- and middle-income countries such as Argentina, Chile, Costa 

Rica, and Uruguay would also receive significantly higher budget space than 

they currently do. The consequence might be unsustainable budget spaces that 

are difficult to fund. Adding the resource mobilization factor and the limit on 

increase per biennium would soften and distribute these results over the period 

covered.  

d) Scenarios that used quintile weighting were overall more aggressive in changing 

the budget space allocations than scenarios that excluded quintile weighting. 

36. Based on the initial results, PASB recommends implementing Scenario 6 as the 

proposed budget formula. This means using the simplified budget formula presented in 

Figure 1, which includes a resource mobilization factor, and manually adjusting the results 

for Brazil, Haiti, and Mexico. The full results of Scenario 6 are presented in Annex C.  
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Distribution of Results over Time 

37. An additional consideration that was presented to Member States was the timing of 

the application of the budget formula i.e. over what period the results of the formula should 

be applied, and whether to add a maximum budget change allowable (e.g., +/−10%) per 

biennium. 

38. PASB proposes the results of applying the formula be phased in over three biennia, 

and that no budget shift exceed 10% per biennium. With this approach, and considering 

that Brazil, Haiti, and Mexico are adjusted separately, in 2020-2021 five countries would 

receive adjustments (increases or decreases) that are less than 10% of their current budgets, 

and the rest would be capped at +/−10%. By the biennium 2024-2025, 13 countries would 

still be capped at a +/−10% change, while the rest would have reached their budget ceiling. 

The countries that would not reach their formulaic ceiling are mainly small Caribbean 

islands without PWR Offices, as well as Latin American countries that are considered 

middle- or high-income.   

39. Results of the application of the formula through the three upcoming biennia are 

presented in Annex D. 

Action by the Executive Committee 

40. The Executive Committee is invited to take note of this report, provide any 

comments it deems pertinent, and consider approving the proposed resolution presented in 

Annex E. 

 

 

Annexes 
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Annex A 

How the Proposed Budget Policy Addresses Each Recommendation from the 

Independent Evaluation 

 

Upon approval of the Budget Policy of 2012, the Pan American Sanitary Conference 

requested that a thorough evaluation be performed after two biennia of implementation “to 

ensure that it continues to respond to changing health needs and that it consistently 

allocates resources in an equitable manner” (Resolution CSP28.R10). The evaluation of 

the Budget Policy was presented to the 56th Directing Council and contained nine principal 

recommendations (Documents CD56/6 and CD56/6, Add. I). These recommendations are 

listed here, with an explanation of how the proposed new Budget Policy responds to each 

of them. 

Recommendation 1: Make the needs-based component less restrictive. The needs-

based component in the new policy is merely one part of the formula, and the formula itself 

is flexible and can be manually adjusted (in transparent fashion). In this way the needs-

based portion, while calculated using the Health Needs Index (HNI), does not restrict the 

overall resulting budget allocations. 

Recommendation 2: Continue to improve the needs-based calculations. The use of the 

updated health needs index (the SHIe+) ensures major improvement to the previous 

methodology, including use of the geometric mean and use of more health-related 

indicators. It is not recommended to recalculate the HNI every two years, but rather every 

six years, since the impact-level indicators used do not vary greatly over the shorter period. 

Recommendation 3: Enforce biennial updates of the floor component. Through 

biennial calculation of the general operating expenses and core staff components, this 

recommendation is met.  

Recommendation 4: Allow the use of transparent and limited escape clauses for all 

Budget Policy’s restrictions. These are specifically built into the Budget Policy, and 

indeed for 2020-2021 biennium, are already being used for select countries. 

Recommendation 5: Eliminate all other formulaic restrictions. The elimination of the 

results-based management (RBM) component and of quintile weighting simplifies the 

formula. Also, the overall formula calculation can be adjusted through the variable 

component (5%), manual adjustment, and the maximum biennial shift limitation.  

Recommendation 6: Create a mandatory biennial Budget Policy executive report. The 

proposal is to incorporate reporting on the new Budget Policy more explicitly in the end-

of-biennium performance report that is submitted to Governing Bodies in the year 

following the end of each biennium. Internal reporting to PASB Executive Management is 

already being done more often than that. 

https://www.paho.org/hq/index.php?option=com_docman&task=doc_download&gid=45950&Itemid=270&lang=en
https://www.paho.org/hq/index.php?option=com_docman&task=doc_download&gid=45957&Itemid=270&lang=en


CE164/14 – ANNEX A 

 

 

2 

 

Recommendation 7: The Budget Policy needs to be operationalized by adding its 

processes into budget and planning methodologies. The new Budget Policy is an integral 

part of the proposed Strategic Plan 2020-2025. As such, it will figure explicitly in the 

development of budget allocations for each program budget covered in the period. 

Recommendation 8: Analyze ways to link voluntary contributions to the Budget 

Policy. This is accomplished by applying the Budget Policy to the entire budget envelope, 

rather than just to the Regular Budget, as previously. 

Recommendation 9: Change the focus of the Budget Policy from the Regular Budget 

to flexible funds. This is the one recommendation not followed, in that the new Budget 

Policy is designed to apply to total integrated budget allocations, not specific financing 

sources (e.g., flexible funds). As the Program Budget is appropriated by Member States in 

its entirety, it was deemed necessary to apply the Budget Policy to the entire budget, not 

only to specific types of funding. The intention is to ensure reasonable funding of the 

assigned budgets through a combination of assessed contributions and other flexible funds 

and voluntary contributions so that the budget is funded equitably and efficiently across 

the Organization. 
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Annex B 

  

Evolution of Decision-Making Process for Updating the 2012 Health Needs Index: 

Formulas Considered 

 

 (list of abbreviations below) 

 

 
 

 

 

 

 

 

 

 

HALE healthy life expectancy at birth (or health-adjusted life expectancy)  

LEB  life expectancy at birth 

Gini  Gini coefficient of income inequality 

yea  years of education attained 

ipc  income per capita 

wac  water access coverage 

 

HNIe-Ha= 
 𝐻𝐴𝐿𝐸 𝑖 𝑎𝑐𝑡𝑢𝑎𝑙  − 𝐻𝐴𝐿𝐸 𝑚𝑖𝑛  

 𝐻𝐴𝐿𝐸 𝑚𝑎𝑥  − 𝐻𝐴𝐿𝐸 𝑚𝑖𝑛  
 + 

 log 𝑖𝑝𝑐 𝑖 𝑎𝑐𝑡𝑢𝑎𝑙  − log 𝑖𝑝𝑐 𝑚𝑖𝑛  

 log 𝑖𝑝𝑐 𝑚𝑎𝑥  − log 𝑖𝑝𝑐 𝑚𝑖𝑛  
 +  1− 

 𝐺𝑖𝑛𝑖 𝑖 𝑎𝑐𝑡𝑢𝑎𝑙  − 𝐺𝑖𝑛𝑖 𝑚𝑖𝑛  

 𝐺𝑖𝑛𝑖 𝑚𝑎𝑥  − 𝐺𝑖𝑛𝑖 𝑚𝑖𝑛  
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HNIe-Hg= 
 𝐻𝐴𝐿𝐸𝑖 𝑎𝑐𝑡𝑢𝑎𝑙  − 𝐻𝐴𝐿𝐸𝑚𝑖𝑛 

 𝐻𝐴𝐿𝐸𝑚𝑎𝑥 − 𝐻𝐴𝐿𝐸𝑚𝑖𝑛 
𝑥

 log 𝑖𝑝𝑐
𝑖 𝑎𝑐𝑡𝑢𝑎𝑙

 − log 𝑖𝑝𝑐
𝑚𝑖𝑛

 

 log 𝑖𝑝𝑐
𝑚𝑎𝑥

 − log 𝑖𝑝𝑐
𝑚𝑖𝑛

 
𝑥  1 −  

 𝐺𝑖𝑛𝑖𝑖 𝑎𝑐𝑡𝑢𝑎𝑙 − 𝐺𝑖𝑛𝑖𝑚𝑖𝑛 

 𝐺𝑖𝑛𝑖𝑚𝑎𝑥 − 𝐺𝑖𝑛𝑖𝑚𝑖𝑛 
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SHI= 
 𝐻𝐴𝐿𝐸𝑖 𝑎𝑐𝑡𝑢𝑎𝑙  − 𝐻𝐴𝐿𝐸𝑚𝑖𝑛 

 𝐻𝐴𝐿𝐸𝑚𝑎𝑥  − 𝐻𝐴𝐿𝐸𝑚𝑖𝑛 
 𝑥 

 log 𝑖𝑝𝑐
𝑖 𝑎𝑐𝑡𝑢𝑎𝑙

 − log 𝑖𝑝𝑐
𝑚𝑖𝑛

 

 log 𝑖𝑝𝑐
𝑚𝑎𝑥

 − log 𝑖𝑝𝑐
𝑚𝑖𝑛

 
𝑥 

 𝑦𝑒𝑎
𝑖 𝑎𝑐𝑡𝑢𝑎𝑙

 − 𝑦𝑒𝑎
𝑚𝑖𝑛

 

 𝑦𝑒𝑎
𝑚𝑎𝑥

 − 𝑦𝑒𝑎
𝑚𝑖𝑛

 
𝑥 

 𝑤𝑎𝑐𝑖 𝑎𝑐𝑡𝑢𝑎𝑙  − 𝑤𝑎𝑐𝑚𝑖𝑛 

 𝑤𝑎𝑐𝑚𝑎𝑥  − 𝑤𝑎𝑐𝑚𝑖𝑛 
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SHIe= 
 𝐻𝐴𝐿𝐸𝑖 𝑎𝑐𝑡𝑢𝑎𝑙 − 𝐻𝐴𝐿𝐸𝑚𝑖𝑛 

 𝐻𝐴𝐿𝐸𝑚𝑎𝑥 − 𝐻𝐴𝐿𝐸𝑚𝑖𝑛 
𝑥  1 −  

 𝐺𝑖𝑛𝑖𝑖 𝑎𝑐𝑡𝑢𝑎𝑙  − 𝐺𝑖𝑛𝑖𝑚𝑖𝑛 

 𝐺𝑖𝑛𝑖𝑚𝑎𝑥  − 𝐺𝑖𝑛𝑖𝑚𝑖𝑛 
 𝑥 

 log 𝑖𝑝𝑐
𝑖 𝑎𝑐𝑡𝑢𝑎𝑙

 − log 𝑖𝑝𝑐
𝑚𝑖𝑛

 

 log 𝑖𝑝𝑐𝑚𝑎𝑥 − log 𝑖𝑝𝑐𝑚𝑖𝑛 
𝑥 

 𝑦𝑒𝑎𝑖 𝑎𝑐𝑡𝑢𝑎𝑙 − 𝑦𝑒𝑎𝑚𝑖𝑛 

 𝑦𝑒𝑎𝑚𝑎𝑥 − 𝑦𝑒𝑎𝑚𝑖𝑛 
𝑥 

 𝑤𝑎𝑐𝑖 𝑎𝑐𝑡𝑢𝑎𝑙 − 𝑤𝑎𝑐𝑚𝑖𝑛 

 𝑤𝑎𝑐𝑚𝑎𝑥 − 𝑤𝑎𝑐𝑚𝑖𝑛 
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HNIe Health Needs Index Expanded (2012) 

geomean geometric mean 

arithmean  arithmetic mean 

 

 

Index Selected: The Sustainable Health Index Expanded Plus (SHIe+) 

 

 
 

where Ii is a dimension index, its standard equation being: 

 

 

 

   

The six dimensions of PAHO SHIe+, with their proxy indicators, are: 

   

  health outcome healthy life expectancy (HALE) at birth or health-

adjusted life expectancy (years) 

  health access proportion of births attended by skilled health personnel 

and immunization coverage with DPT3  

  inequality Gini coefficient of income inequality 

  economic gross national income per capita (US$) 

  social years of education attained 

  environmental proportion of the population using improved water 

supplies 

 

 

 
 

 

dimension index (I
x
) = 

𝑎𝑐𝑡𝑢𝑎𝑙 − 𝑚𝑖𝑛𝑖𝑚𝑢𝑚

𝑚𝑎𝑥𝑖𝑚𝑢𝑚 − 𝑚𝑖𝑛𝑖𝑚𝑢𝑚
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Annex C 

Results of the Application of the Budget Formula from Scenario 6
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Key for Annex C table: 

 

Column 1. Current country allocation: Country budget allocation for 2018-2019. 

Column 2. Core staff: Minimum core staff in a given PWR Office, established as five staff 

members, with costs estimated at 2020-2021 levels. 

Column 3. Floor GOE: General operating expenses, based on historical amounts by PWR 

Office in 2016-2017 and 2018-2019. 

Column 4. Total floor core allocation: Sum of column 2 and column 3. 

Column 5. Floor variable: Remainder of the floor component (25%), distributed 

proportionally among all countries that have a floor component applied to them. This 

accounts for potential increases in general operating expenses and staff costs over the six-

year period. 

Column 6. Total floor: Sum of column 4 and column 5. 

Column 7. Needs-based component (with adjustment for BRA, HTI, MEX): Except for 

countries/territories indicated as having no need, and the special cases of Brazil, Haiti, and 

Mexico, the needs-based component (50%) was distributed using the proportional share of 

SHIe+ times the population, adjusted by smoothing factor ALPS (adjusted log population 

squared). The budget space of Brazil, Haiti, and Mexico and their share were excluded 

from the calculation. For Brazil and Mexico, the needs-based component was calculated as 

75% of their current allocation, corresponding to the average weight of their general 

operating expenses. For Haiti, the needs-based component was based on discussions with 

the PRW Office. 

Column 8. Resource mobilization component: The weight attributed to this component is 

20% of the total country budget ceiling. Budget space by country was assigned according 

to the weight of voluntary contributions of that country in relation to the total voluntary 

contributions received by PAHO at country level in the 2016-2017 biennium.  

Column 9. Total country budget allocation: Sum of column 6, column 7, and column 8.  

Column 10. Difference with current country allocation: Column 1 minus column 9. 
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Annex D 

Application of the Formula Selected over Time, with Maximum Change of +/−10%, 

Assuming Budget Formula Scenario 6 
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Key for Annex D table: 

Column 1. Current country allocation 2018-2019: Current country budget allocation for 2018-

2019. 

Column 2. Total budget formula allocation: Corresponds to column 9 in Annex B table. 

Column 3. Difference with current country allocation: Column 2 minus column 1. 

Column 4. 2020-2021 biennium (+/−10% max): The current country allocation would move in 

the direction of the amount recommended by the budget formula, with a maximum of 10% 

variation, or the amount recommended by the budget formula, whichever is less. 

Column 5. Percentage change from previous biennium: Calculated against the current budget 

allocation for 2018-2019. 

Column 6. Projected 2022-2023 biennium (+/−10% max): For illustration purposes. The country 

allocation estimated for 2020-2021 would move in the direction of the amount recommended by 

the budget formula, with a maximum 10% variation, or the amount recommended by the budget 

formula, whichever is less. 

Column 7. Percentage change from previous biennium: Calculated against the budget allocation 

for 2020-2021. 

Column 8. Projected 2024-2025 biennium (+/−10% max): For illustration purposes. The country 

allocation estimated for 2022-2023 would move in the direction of the amount recommended by 

the budget formula, with a maximum 10% variation, or the amount recommended by the budget 

formula, whichever is less. 

Column 9. Percentage change from previous biennium: Calculated against the budget allocation 

for 2020-2021. 

Column 10. Difference between total country budget and 2024-2025 biennium: Difference 

between what would be the suggested budget for biennium 2024-2025 and the budget proposed by 

the budget formula.  

Column 11. Variable component 2020-2021: The budget space for this component remains 

undistributed unless the Director proposes its distribution. 
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Annex E 

Original: English 
 

PROPOSED RESOLUTION 

 

PAHO BUDGET POLICY 

 

 

THE 164th SESSION OF THE EXECUTIVE COMMITTEE, 

(PP) Having reviewed the proposed PAHO Budget Policy (Document 

CE164/14),  

RESOLVES:  

(OP) To recommend to the 57th Directing Council the adoption of a resolution along the 

following lines: 

PAHO BUDGET POLICY  

 

 

THE 57th DIRECTING COUNCIL, 

(PP1) Having reviewed the proposed PAHO Budget Policy (Document 

CD57/___), which presents a revised regional budget policy that defines a new way of 

allocating budget ceilings within the Pan American Health Organization; 

(PP2) Noting the recommendations contained in the external evaluation of the 

existing budget policy that was presented for Member State consideration in Documents 

CD56/6 and CD56/6, Add. 1; 

(PP3) Mindful that the World Health Organization and the Pan American Health 

Organization have adopted integrated budget approaches, and that Member States now 

approve an integrated budget, not solely the Regular Budget as was done prior to the  

2016-2017 biennium; 

(PP4) Considering the deliberations of the Executive Committee; 

  



CE164/14 – ANNEX E 

 

 

2 

 

RESOLVES: 

(OP)1. To thank the Strategic Plan Advisory Group (SPAG) and in particular the SPAG 

Subgroup on Health Needs Index and Budget Policy for their efforts to recommend 

modifications and introduce new criteria for the allocation of budget ceilings among the 

PAHO/WHO Representative (PWR) Offices in the countries.  

(OP)2. To take note of the proposed model for allocating budget ceilings among countries.  

(OP)3. To approve the new PAHO Budget Policy, with the following emphases:  

a) The budget allocation among the three functional levels of the Organization 

(country, subregional, and regional) will be such that, with the aim of strengthening 

cooperation with countries, the Pan American Sanitary Bureau (PASB) will 

continuously strive to maintain optimal functional and organizational structures 

aimed at delivering the greatest level of impact in the countries, while still 

effectively responding to collective regional and subregional mandates;  

b) The target budget share for the country and subregional levels (combined) is set at 

45% for the period 2020-2025; the distribution among functional and 

organizational levels remains dynamic, allowing for budget ceiling adjustments 

throughout the planning process as necessary, always in transparent fashion and 

with the objective of improving health results in and for countries; 

c) In the reallocation of budget ceilings among countries, no country’s budget 

allocation shall be modified (increased or decreased) by more than 10% per 

biennium;  

d) If the manual adjustment “escape clause” is used in a specific biennium, the 

respective justification will be presented to Member States for consideration and 

approval. 

(OP)4. To ensure that the country budget allocations in PAHO program budgets during the 

period 2020-2025 are guided by the Budget Policy and are phased in over the three biennia, 

to ensure manageable transitions for technical cooperation programs and PWR Offices.  

(OP)5. To promote prioritization in the allocation of resources among programmatic 

outcomes consistent with the collective and individual mandates of Member States, as 

expressed in PAHO’s planning documents.  

(OP)6. To request the Director to:  

a) Apply the new PAHO Budget Policy when formulating future proposed Program 

Budgets for the consideration of the Directing Council or the Pan American 

Sanitary Conference; 
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b) Present to the Directing Council or to the Pan American Sanitary Conference an 

update on the implementation of the PAHO Budget Policy every two years, as part 

of the report on the end-of-biennium assessment of the PAHO Program Budget; 

c) Present to the Directing Council or to the Pan American Sanitary Conference a 

thorough evaluation of the PAHO Budget Policy following two biennia (four years) 

of its implementation, to ensure that it is meeting the objectives set out in the Policy;  

d) Collaborate with Member States to promote more effective modes of cooperation 

in an environment of financial constraints. 

 

- - - 


