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6 questions 

1. What do we mean by “graduation”? 

2. Why is “graduation” now relevant?

3. Which countries are expected to “graduate”? 

4. What are the implications of “graduation” for the volume, type, number of 

options and conditions of development finance? 

5. What are the problems with the current approaches to “graduation”? 

6. What are the options for reform? 



1. What do we mean by “graduation”? 



Income criteria (trigger) Other criteria

Graduation from soft windows of MDBs 

(World Bank, AfDB, AsDB, IADB) 

e.g. IDA 

GNI per capita above IDA operational cut-off (US$1,215 for FY16).

positive creditworthiness assessments based on 8 components: 

• political risk

• external debt and liquidity

• fiscal policy and public debt burden

• balance of payment risks

• economic structure and growth prospects

• monetary and exchange rate policy

• financial sector risks, and

• corporate sector debt

Graduation from LDC category  GNI per capita above $ 1,230 • Human Assets Index 66 or above 

• Economic Vulnerability Index 32 or below 

Graduation from GFATM assistance Income per capita  (above LMIC threshold) Combination with the level of disease burden and targeting of 

vulnerable population 

e.g. Upper-middle-income countries ($3,956 to $12,235, as of 

2017) – who are eligible to receive an allocation and apply for 

funding if they meet certain disease burden requirements, and 

must focus this funding exclusively towards maintaining or scaling 

up interventions for key and vulnerable populations

Graduation from GAVI assistance Increasing co-financing costs based on

a) income per capita 

b) a WHO/UNICEF penta3 coverage estimate of below 90%

Graduation from ODA eligibility  (OECD) Exceeded the high-income threshold for 3 consecutive years at 

the time of the review (every 3 years)



2. Why is “graduation” now relevant?



More and more countries joined the ranks of MICs… 

LIC Income per capita <  $ 1,025 

LMIC $ 1,206 < Income per capita < $ 4,035 

UMIC $ 4,036 < Income per capita < $ 12,475

HIC Income per capita >  $ 12,476



…with fewer reversals over time 
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3. Which countries are expected to 

“graduate”? 



IDA graduation: Moss & Leo (2011)



ODA graduation: OECD (2014) 

The DAC list in 2030 using current 
and adjusted thresholds



4. What are the implications of 

“graduation” for the volume, type, number 

of options and conditions of development 

finance? 



1. Volume of resources: 

• “Missing middle” of development finance for LMICs/lower dependency on aid  

Source: Kharas, Prizzon & Rogerson (2014)

• Lower assistance from bilateral donors (triggered at LIC-LMIC reclassification) 

• Greater borrowing from international financial markets



2. Terms and conditions

• More loans, fewer grants

• More expensive terms and conditions for sovereign loans from MDBs

3.     Sectoral allocation 

• Increasing borrowing for infrastructure development, less so for the social sectors



5. What are the problems with the current 

approaches to graduation (from MDB soft 

loans and analytical reclassification)? 



A. Limitations of income per capita determining graduation  

1. GNI per capita reflects the economic dimension only, not development 

(analytical vs operational classification)  

2. GNI per capita can rapidly change because of 

• GDP rebasing – updates in inflation rates (Ghana in 2010 – rise by 

62.8%; Kenya in 2014 by 25.3% – shifting both countries from LIC to 

LMIC status!)  

• Economic performance lower than population growth – especially 

between LIC and LMIC group – e.g. Senegal and South Sudan 



B. Bilateral donors can reinforce other donors’ exit/transition and inform 

allocation based on analytical classification (LIC, LMIC) 

C. “Cliff-edge” following MDB graduation – the “missing-middle” of 

development finance to be addressed 

D. “One-size-fits-all” approach does not take exceptions into account (SIDSs) 

E. Implications for the allocation of external assistance by sectors 



5.What are the options for reform? 



• Include non-income based criteria (graduation and allocation) 

• Move from “graduation” to “gradation”

• Apply differentiated pricing 

• Consider specific evidence-based exceptions e.g. for

• Small Island Developing States (see exception for IDA)  

• Specific GPGs (climate change mitigation, regional integration) 

• Non-sovereign operations in MDBs (if no separate institution exists)

• Earmark resources for certain sectors



Being reclassified as a MIC does not mean a country graduates 

from IDA! 



GAVI graduation process: increasing share of co-financing 


