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Abstract
The purpose of this case study was to take a broad look at the effects of the Bill and Melinda

Gates Foundation Global Health Program s science, technology and innovation funding and
policies on the ever changing scene of global health. Using sectoral systems of innovation and
innovation in non-profit organizations as frameworks the foundations ability to absorb
information and put it to use for the purpose of innovation was investigated. Due to its
integral role in any situation where tasks are delegated, principal agent theory was used to
investigate how they align their goals with those of their grantees. Finally possible
implications for Science, Technology and Innovation strategies (intentionally or
unintentionally) caused by the vast amount of money that the Gates Foundation has
contributed to the field of health research, product development and also procurement and
implementation were discussed. | argue that the Gates Foundation has had a massive impact
on funding of innovation in the global health field, and the results of this funding are starting
to emerge. A noticeable finding is the foundation’s ability to bring diverse actors together and
marshal support for its initiatives. Furthermore, while the foundation appears to have been
very successful in its dealing with the principal agent problem, they struggle to efficiently
absorb information from their surroundings in terms of markets and partners, which could

impact negatively on their ability to innovate.
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1. Introduction

The overall objective of the thesis is to give an answer to the main research question: How does The Bill
and Melinda Gates Foundation’s Global Health Program affect innovation and innovation policy in the
global health field? This is a difficult question to answer and no doubt one that deserves more detailed
treatment than can be provided in this thesis. The Bill and Melinda Gates Foundation (from now on
referred to as the Gates Foundation or the foundation) is a complex organization that operates in a still
more complex field. As waypoints on the route to tackling the question posed above, five more questions
are posed in the literature chapter below. These concern different aspects of the Gates Foundation,
specifically: how does the foundation fund science, technology and innovation; how does is acquire
information to do so in an effective manner; how does it set its priorities; how do these affect policies in
global health; and how does the foundation deal with the principal agent problem? Having dealt with
these issues, it should then be possible to answer the principal question of how the foundation affects

innovation and innovation policy in the global health field

Although there are many aspects that could have been chosen, this sample of questions should
serve to give a broad overlook at the Gates Foundations operations. The advantage of this strategy is that
it gives a sort of birds eye perspective of the foundation, that would be lost if | had chosen to look at one

restricted aspect of its activities.

The Gates Foundation’s Global Health Program has to date, with a few exceptions, received little
attention in scholarly articles. Its central role in global health is often mentioned, but rarely discussed at
length. Nor are the effects of the massive funding it contributes investigated, especially in terms of its
effects on innovation and policy. For this reason it makes sense to start with a broad look at the

foundation that can lead to further research into more specific areas at later stages.

In answering these questions | have largely relied on a sectoral system of innovation. | have also
drawn on the theory of innovation in non-governmental organizations, theory on absorptive capacity and

principal agent theory. Together these theories should give a starting point from which to understand the



complexities of the foundation. The main source of information used in the analysis is interviews
conducted with people, most of whom work in organizations that receive funding from the Gates
Foundation, and others who either work in the same field or have themselves studied the Gates

Foundation.

The thesis consists of five chapters excluding this short introduction. The second chapter is thus
the literature review that describes the theories that are applied for the purpose of studying the
foundations in terms of its effects on science technology and policy. The third chapter is a description and
short history of the Gates Foundation and its context. The context gives a description of the global health
field and the changes that are taking place in it, and is important for the understanding of the Gates
Foundation and the role it plays in global health. The fourth chapter is devoted to the method applied for
this case study of the Gates Foundation. The fifth part is a detailed analysis of the findings from the
interviews; these are compared and contrasted with material from journal and newspaper articles, web
pages etc. The sixth and final section contains a set of concluding remarks that seeks to summarize the
findings of the five initial questions, thereby answering the main research question of the thesis. The

appendix contains a list of abbreviations and acronyms, and the interview guides.

2. Literature Review

The purpose of the literature review is to establish a practical framework to understand the impact of a
large foundation that is working in the global health field. There are multiple ways that this can be
achieved. The topics covered below represent a few select perspectives that should be appropriate to start
such an undertaking, but is by no means the only approach. Throughout the literature review five
questions will be posed to aid the process of analyzing the findings and contribute to answering the main

research question.



A short introduction of the concept of innovation is followed by five sections that have been
chosen to assist the broad analysis of the foundation’s impact in innovation and policy. The first section
dealing with innovation in nonprofit organizations provides a perspective suitable for understanding how
the funding for ST1 is approached internally, while the following section will place the foundation in a
systemic context and also looks at absorptive capacity. The section on science technology and innovation
policy will then provide a framework to enhance the understanding of the implication of the Gates
Foundations funding strategies. The final section looks at some of the problems associated with principal

agent theory, which have implications for all relationships where tasks are delegated.

2.1 Innovation

Innovative behavior follows from human’s intrinsic motivation to improve tried ways of doing things.
Innovation is often seen as the process of turning an invention into practice, whether this is in way of a
new product or new practices. For this to happen a prospective innovator (a firm, individual or other
agent) will need to “(...) combine several types of knowledge, capabilities, skills and
resources”’(Fagerberg, 2005, p. 5). Furthermore, innovations should not be treated as a homogenous thing,
but rather more dynamic and lengthy process(Fagerberg, 2005). An innovation can be defined or
identified by the newness of the idea, practice or object where it is introduced, rather than whether or not

it is a whole new concept to the world(Slappendel, 1996)

Innovation in this paper is defined in its broadest terms, thus; any new products, processes and
ideas applied to global health spending, research funding and innovation or distribution of products. Such
a definition of innovation is useful in terms of global health in particular, because significant innovations
can come in the form of new institutional setups, just as well as the invention of new drugs or other

interventions.



2.2 Innovation in Non-Profit Organization

Foundations belong under the umbrella of non-profit organizations (together with clubs and cooperative
associations, among others). Historically, the focus of innovation studies has primarily been on private-
for profit organizations (Zimmermann, 1999). In this paper, just as in Zimmermann, the assumption is
that non-profit organizations (NPOs) also play a significant role in the economy, specifically in
innovating new products for low revenue markets in the developing world, as with for example drug

discoveries and distribution of new products.

Zimmermann claims that although there has been little research done on the effects of innovation
outside the private sector, the other large sectors, such as that of NPOs and the public sector also play an
important role in promoting the well being of the individual, which is ‘the final objective of all economic
activity’, and as such deserves to be carefully analyzed. Zimmermann’s article considers the general role
of innovation in NPOs in the German case, but its findings are relevant to innovation in foundations in the
global health field, nonetheless. As the article is concerned with the role of innovation in high income
countries it is assumed that there are no constraints on the availability of capital or labor, making the
combination of new products and processes , hence innovation, the factor that allows the economy to
move ahead of competing economies(Zimmermann, 1999). While the assumptions about limitless capital
and labor is unrealistic in the global health field, the conclusion that innovation can be a significant
driving force is certainly of importance, perhaps particularly because funding is still scarce. Zimmermann
also assumes that innovation can attract ‘the necessary factors of production’, in his case, from inside or
outside the country in question. In global health the same principle could be true, for example if
innovation can create new markets for therapeutics. The significance of foundations in the global health
field(as an example of NPOs) is underscored by multiple articles(Kickbusch, 2000; McCoy, Chand, &

Sridhar, 2009; McCoy, Kembhavi, Patel, & Luintel, 2009; NKCHS, 2010; Walt & Buse, 2000).

In the same article Zimmermann discusses how NPOs could through innovation and growth

bridge the gap left by a public sector rendered increasingly impotent by the effects of globalization which



have limited the political freedom of action of countries. The extent to which this is true in the global
health field is hard to asses, as, paradoxically, the globalization can be seen as one of the reasons for the

growing involvement of foundations in global health

It has been assumed that the NPO sector has been less efficient as it lacks incentive in form of
profits; however, Zimmermann states that many modern NPOs are “characterized by a strong motivation,
freedom of ideas and competition among ideas”. In terms of environmental factors, borrowing from
Zimmermann, I assume that ‘lack of finances, the degree of competition, the possibility of protecting
from the risk of innovation etc’ is of importance for innovation in a foundation. As foundations lack the
profit making incentive Zimmermann mentions personal and social acknowledgement as such an
incentive. Since foundations are otherwise lacking in extrinsic incentive it needs to be substituted by an
intrinsic incentive. The extent to which this is relevant to the unit of analysis in this thesis will be

discussed later.

According to Zimmermann NPOs are engaged in different fields of activities. The fields of
activities can be defined in terms of output which is to a degree determined by the mission of the
organization. Outputs can vary from production of public goods, private goods to advocacy and others.
The types of output that a foundation wants to see should therefore strongly influence what it chooses to

fund.

In this context it is natural to ask: How does the Gates Foundation fund science, technology and

innovation?

Zimmermann (1999) states that it is simple to discern who the innovating person is, both in private
and non-profit organization; that is, in Schumpeterian terms the entrepreneur. However, the foundation is
complex with many levels of decision making. It should be noted that the individualist perspective of
innovation has been criticized. While entrepreneurs are important this perspective might be simplistic as it

assumes that innovative ideas originate with, and are developed by one individual. Other studies have



emphasized the importance of leaders and elite groups for innovation in organizations(Slappendel, 1996).
It seems likely that innovations in a foundation could stem from multiple sources before they are
integrated as new ideas into the organization. Cooperation and communication with recipient
organizations, recipient countries, supra-national institutions, other NGOs, or ideas from people living
with diseases could all lead to innovation, as well as intra-organizational communication. Due to the
complexity of the global health arena and the foundations working within it, it seems that a system
perspective that focuses “(...) on the workings of the linkages of the system” (Fagerberg, 2005 p13) is

more pertinent for the purpose of this thesis than the individualistic approach.

2.3 Sectoral system of innovation

The systemic view of innovation is a derivative of evolutionary economics with its emphasis on
dynamics, processes and transformation. The particular model of systems of innovation, takes a sectoral,
rather than a geographical perspective. This is an advantage when studying organizations that operates on

a global level, with a multitude of partners from a variety of fields.

The systemic view of innovation recognizes the process of innovation as a collective achievement,
not only as the accomplishment of an individual entrepreneur, and emphasizes the importance of
collaboration of both public and private sectors. Hence, innovation is not solely made possible by the
organization from which it originates but is dependent on an infrastructure that can facilitate or constrain

the process of innovation(Van de Ven, 1999).

The main components of this infrastructure in a sectoral system of innovation are, according to
Malerba, (2002) “knowledge and learning processes; basic technologies, inputs and demand with key
links and dynamic complementarities; types and structure of interactions among heterogeneous firms and
non-firms organizations; institutions and the processes of selection and generation of variety” Importantly
this infrastructure is characterized by a large degree of dynamism and varying levels of aggregation and

communication between organizations and individuals that constitutes that sector, and can change over



time. Actors in the sector interact and relate in various ways: they both compete and co-operate, and
communication between them can be inhibited or facilitated by rules and regulations. The actors are
heterogeneous in nature, have differing objectives and behavior, and exhibit differing learning processes.
The interactions of actors in a sectoral system will have reciprocal effect on the agents, in that decisions
made by one actor will leave a mark on the sector and thereby affect others. This process, termed co-

evolution, drives change in the sector, and is dependent on the key components mentioned above.

In addition to rules and regulations, a sector’s innovative behavior and interaction will also be
limited by what basic technologies are available, and demand for the products. The firms are, according to
Malerba(2002), the key actors in a sectoral system and can take the roles of innovators and producers, but
also the implementers and users of new products. Importantly the firms are also important for the
generation and accumulation of new knowledge. The demand side can easily be misconceived as
constituting merely of individuals buying products for themselves; but it can also be represented by firms,
lending heterogeneity to the demand-side agents in a sector. Sharp changes in demand can result in
changes in the technology and has implications for the learning processes of actors involved in the sector.
These changes in demand, or demand discontinuities, have important implications for the structure of a
sector. These in turn can cause firms and organizations to flourish or fall, and hence drive the evolution of
the sector(Malerba, 2002).According to Malerba, “These results emphasize the need to examine the
possible tradeoffs and complementarities between knowledge about technologies and knowledge about

demand”

The next question posed is thus: How does the gates foundation use demand to direct their funding

of science technology and innovation?

As the acquisition of knowledge would be of critical importance for any foundation working in the
field of global health this next section will deal with absorptive capacity and the relationship between
learning and innovation. According to Cohen and Levinthal(1990), who deals with this question

predominantly from the perspective of firms, the acquisition integration and use of information from the



external environment is critical to the firm’s innovative capabilities. In this thesis this principle iS
extended to include foundations. This ability to acquire information and learn, labeled absorptive
capacity is, according to Cohen and Levinthal, to a great degree dependent on prior knowledge that is
already present in the organization. This, it is argued, is because to understand the full potential of newly
acquired knowledge a thorough understanding of its context is needed. This learning then becomes a
matter of being able to learn, or the process of learning to learn. Hence, learning is an accumulative

process.

In an organization, the ability to learn and acquire information is dependent on the organizational
subsections’ ability to learn and, in logical conclusion, the ability of individuals within the organization to
learn. That is not to say that the absorptive capacity of an organization is merely the sum of the abilities of
individuals. Structural and organizational arrangements can facilitate or impede absorptive capacity.
Thus, the organization’s ability to learn depends on gatekeepers who stand either at organization’s
interface with the environment, or at the interface between its subunits of the organization. The
gatekeepers can capture information, and subsequently integrate and disseminate the newly acquired
knowledge within the organization. The ease with which this dissemination can happen depends, yet
again, on the prior knowledge of the recipients. Given that the prior knowledge held by these individuals
is not sufficient for the integration of new knowledge, such as may be the case in highly technical issues,
the gatekeepers may have to act as translators to make the information useful for others. This is what
Cohen and Levinthal call boundary spanning roles. While this may be time consuming, it is according to
Cohen and Levinthal important that there is a degree of diversity in the knowledge held by the individuals
in an organization, but with enough overlap to make communication and use of new knowledge possible.
It follows that an organization’s absorptive capacity is to an extent path dependent , whereby the diversity
of prior knowledge will to some degree determine what new knowledge the organization is capable of

absorbing.



The importance of absorptive capacity is underscored by the observation that on an organizational
level innovation is mostly a product of borrowing, not invention of itself. However, it does appear that

R&D activities can themselves help to increase the organization’s absorptive capacity.

The third question for the purpose of the analysis is therefore: How does the Gates Foundation

communicate with, and acquire information from its partners and grantees?

2.4 Foundations and Policy

This section has so far dealt with what influences innovation in foundations. This next section looks at

how funding policy for science technology and innovation might affect the field it aims to influence.

From Benkt-Ake Lundvall and Susana Borras we can draw out the general statement that Science,
Technology and Innovation Policy are essentially about what governments “(...) could do to promote the
production, diffusion, and use of scientific and technological knowledge in order to realize national
objectives”(Lundvall & Borras, 2005 p599). By substituting government with foundations, and national
objectives with global objectives, the same framework can be used to investigate the impact of a large
foundation on the global health field. The assumption is that this is justified when looking at a foundation
of considerable size and influence. This means that when the financial and political influence of a given
foundation is taken into account, it can have a significant impact on the outcomes we can expect to see in

terms of innovation in the global health arena.

I will for the sake of simplicity, like Lundvall and Borras, treat Science policy, technology policy
and innovation Policy as three idealized examples, rather than a singular concept. Due to the complexity
of the foundations operations many of the issues that they are involved in will inevitably span all three of
these issues and they will not always be clearly distinguishable. The main research question of this thesis
only includes the words ‘Innovation Policy’ as it according to Lundvall and Borras’ framework

encompasses both science and technology policy.
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2.5 Science policy

It can be safely assumed that a foundation working to advance scientific understanding in the global
health arena must have as its key objective the strengthening of the knowledge base of health sciences. As
with governments, then, the main issue is to “[allocate] sufficient resources to science, to distribute them
wisely between activities, to make sure that resources are used efficiently and contribute to social
welfare”(Lundvall & Borras, 2005 p605). An important and ongoing debate in Science Policy is to what
extent political meddling is positive for the outcome of research. One danger is that too much political
steering of scientists and the scientific community could stifle creativity and limit the diversity of views
held by scientist in regards to new ideas. University scholars have, according to Lundvall and Borras,
been champions of free, autonomous research: they argue that the innovative ideas that drive radical
change can only ever arise from basic research that is allowed to develop independently of political and

strategic goals.

Another danger is that democracy is undermined in an environment where science is not allowed
‘free reins’, as independent scientific discovery is essential to secure a transparent and open

society(Lundvall & Borrés, 2005 p 606).

Careful evaluation is important to assess where money can be spent most efficiently. It can also
create incentives for scientists. As Lundvall and Borras point out, scientists undergo several types of
evaluations, from exams to peer reviews. However, policy makers might not regard these internal
evaluations are sufficient to ensure effective use of research funding, and like in the UK impose further
reporting systems. While these measures might be effective in the short term it has led to dissatisfaction

among scientist(Lundvall & Borrés, 2005 p607).

Another interesting question raised by Lundvall and Borras is whether good research is always
useful. The evidence they refer to is contradictory and some researchers have even found evidence that
there is a negative correlation between high profile publishing and high impact, at least within biotec

(Lundvall & Borras, 2005 p.608).
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2.6 Technology Policy

The approach to technology policy differs between low income countries and high income countries.
While High income countries will be concerned with developing techniques to bring the latest innovation
to market, low- income countries will be more concerned with catching up, by entering into new
promising fields of industry, or absorbing those new innovations that are made available. (Lundvall &

Borréas, 2005 p608).

The question is raised whether it is true that we should always give first priority to science- and
technologically based sectors, over other sectors, and if so at what time is it appropriate to support such
sectors? For the instance, is it only acceptable to support for pre-competitive stages or whether it is also

acceptable to help bring a product to market

Lundvall and Borras state that for governments “Technology policy may be pursued with
competence where government operates as a major user but when it comes to developing new
technologies for the market it must be more modest”(Lundvall & Borrés, 2005 p.609). The concern is that
over-zealous governments make decisions for the trajectory of technology that are out of tune with the
market or the population. These issues should arguably also be a concern for major investors into drug

development outside government, such as foundations.

2.7 Innovation Policy

As markets seem to continuously fail to provide efficient drugs and therapies for neglected diseases that
are mainly affecting the poor there appears to be a strong argument for innovation policies that can
strengthen the outcome of technological opportunities. From the systemic perspective on innovation
policy “(...)most major policy fields need to be considered in the light of how they contribute to

innovation”(Lundvall & Borrés, 2005 p.611). While acknowledging the importance of competition the
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systemic view of innovation recognizes the importance of communication between producers, consumers
and even competitors, and focuses on the long-term outcome of innovation policies, emphasizing the
importance of organizations and institutions. Foundations may be able to both influence and change
institutional structures, though in a different manner to governments. Regulation of IPRs and provision of
venture capitals are among the tools that can be used to influence innovation policy. Importantly, with
respect to foundations, innovation policy has mainly focused upon ways of promoting economic growth
and competitiveness, some attention has also been paid to the promotion of “(...)’social cohesion’ and

equality”(Lundvall & Borras, 2005 p. 612).

The fourth question is thus: What characterizes the Gates Foundation’s STI policies and how do

they affect the global health field?

2.8 Principal- Agent Theory

This section on principal agent theory primarily deals with how to incentivize scientists and efficiently
implement policies. This is, according to Braun (2003) a double-edged problem of “how to make sure
that good and useful science is produced , as well as how to assure that the investments in science do not
go with unproductive pressures from the government to produce applicable knowledge”, a description

which clearly has relevance to the discussion above.

In this context, the principal agent problem arises when the funder (i.e. the principal) wants to pay
for outcomes that may be a lower priority for the recipient (i.e. the agent). In other words, if the priorities
of the two are misaligned, and the principal cannot perfectly control the behavior of the agent, how to
ensure the latter acts at the behest of the former? At root, the problem is one of informational asymmetry
arising from the degree of removal between policymakers and scientists. The functional differentiation of
modern society, has been advantageous for knowledge creation, but has left politicians and policymakers

with the responsibility of delegating the task of technological research to scientists. Policymakers, as
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social utility maximisers then have a duty to make sure that scientists carry out work that is in the best
interest of society; but they are impeded by their limited ability to monitor the scientists’ output, a
constraint that the scientist can exploit to pursue their own potentially divergent ends. (Braun, 2003). This
asymmetry leads to problems such as that of adverse selection and moral hazard. Moral hazard will be

dealt with below.

Up until the 1960’s, science funding had, according to Braun (2003) been characterized by blind
delegation. This rested on the idea that autonomous research would yield the best science; in effect, that
in the absence of supervision, scientists would work in the best interests of society. Since then it has been
a salient trait of funding to be linked to some overarching political objective by utilizing price signals.
The purpose of these price signals is to incentivize scientists to align their goals with those of the funders.
However, as Braun(2003) notes, the scientists “ have a genuine interest in pursuing their scientific career,
which is not flexibly linked to the exigencies in political funding”. If the objectives of the funder are
unequal or contradictory to those of the scientist this means that the scientist is incentivized to reduce
their efforts or hide information from the funder. This infers a cost on the part of the funder because it
means that monitoring will be of increased importance, to ensure the compliance of the agent(\VVan der

Meulen, 1998).

Indeed, as pointed out by Braun(1998) it is questionable whether it is at all possible for a
layperson to guide science with external motivations and interests ,particularly if this is taken to mean to
“influence the hierarchical intervention by political agencies determining and commanding scientific

development.”

While scientists undoubtedly respond to economic incentives, and capital is undeniably important
for the functioning of the scientific system, it is social return that drives scientific research. This means
that the types of science that yields the highest social capital will be of the highest interest to the

scientists.
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To overcome the principal agent problem inherent in the relationship between scientists and their
political sponsors, Braun(2003) offers the solution of institutional embeddedness, achieved through a
contractual framework. Specifically, contracts are drawn up in cooperation with research institutions and
not scientists directly. The contracts will then serve to steer the scientists indirectly, as they are part of
these institutions and their institutional embeddedness has been changed. Because the incentive mode of
delegation is embedded in the research institutions this should mitigate the problem of moral hazard, as

well as adverse selection and foster social responsibility.

The ideal contract would be drawn up in such a way that it is in the interest of both parties to
adhere to precise specifications of the contract. Such an ideal contract would “specify precisely what each
party is to do in every possible circumstance and arrange the distribution of realized costs and benefits in
each contingency (including those where the contract’s terms are violated) so that each party individually
finds it optimal to abide by the contract’s terms” (Milgrom and Roberts 1992: 127) as sited in (Braun,

2003)

Of course, such a complete contract is likely rendered impossible by the unpredictability of the
directions scientific research can take. As it is impractical to draw up contracts that take account of every
possible circumstance, relational contracting has been used in its place. This instead specifies “general
provisions that are broadly applicable”(Braun, 2003), thereby giving the scientific institutions operational

freedom, where the precise actions of the agent is not specified to every conceivable situation.

Such contracting still leads to some cost on the part of the principal who will still have to be an
integral part of the decision making process and will also have to monitor the progress of projects to make

sure that the agent stays faithful to the contract

As the principal agent relationship is integral to all funding of science technology and innovation,
and correct handling of this relationship can dramatically affect the outcome of such research | pose the

question: How does the gates foundation approach the principal agent problem?
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3.The Gates Foundation and its Context

3.1 A Short History of the Bill and Melinda Gates Foundation

The Bill and Melinda Gates Foundation (formerly The Bill H. Gates Foundation) has since its
establishment in 1994 grown to become the largest foundation in the world. From its relatively modest
start, having a total budget of 94 million USD, its size, impact and funding has increased at an impressive
pace. Even though the Gates Foundation made mention of global health concerns such has child and
infant health, family planning and population growth in their first annual report in 1998, there was no
mention of the Global health program until the next years report. By 1999 the Global Health Program had
been established as an integrated part of the foundation under the leadership of Gordon W. Perkin, the
founder of Program for Appropriate Technology in Health (PATH), one of the major recipients of Gates

funds (BMGF, 1999).

The fact that global health had become a central point of investment by 1999 is illustrated by the
fact that the share of the budget directed towards this issue had increased to 49% of the foundations total

funding. The lion’s share of this money, 38 %, was awarded to vaccine preventable diseases(BMGF,

1999).

The Foundations global health program awarded 70 grants in its first year, totaling more than 1.2
billion USD. Out of these 70 grants, 9 were awarded to vaccine preventable diseases, 48 to child and
reproductive health and 13 to global health issues related to poverty. In 2009 it was reported(McCoy,
Chand, et al.) that the Gates Foundation had become the third biggest funder of global health, surpassed

only by the US and UK governments.

By 2008, its health budget had reached 1.8 billion USD (65% of total budget). In comparison the
WHO budget of 2007 stood at 1.65 billion USD. McCoy, Kembhavi et al.(2009) calculated that the
foundations global health program had in the period from 1998 to 2007 awarded grants totaling the value

of 8.95 billion USD. Noticeably, in 2008 the Gates Foundation also received 1.8 billion USD from
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Warren Buffett in the form of 451,250 shares of Berkshire Hathaway “B” stock which represent the

largest outside contribution to the foundation to date.

The Gates foundation continues to focus heavily on disease prevention and especially vaccinations
as a tool to combat global health problems. As an aside, the annual reports give little information about
the direct impact of the foundations funding, although it lists some of the achievements of their
partnerships, such as the success of the Malaria Control and Evaluation Partnership in Africa, which cut
the incidents of malaria in Zambia in half (BMGF, 2008). It is hard to say whether this reflect inherent

difficulties in gathering such information or an unwillingness on the part of the foundation to release it.

Their primary strategy is to support science, technology and innovation in fields they deem to
have received too little attention and funding, and has the potential of having a significant impact on the
quality of lives in poor countries. These include, among others, the development of treatments or
prophylactics to diseases such as enteric and diarrheal diseases, HIV/AIDS, malaria, pneumonia and

tuberculosis. They have defined a three point strategy used to achieve their goals, they are as follows:

Discovery — Closing gaps in knowledge and science and creating critical platform technologies in

areas where current tools are lacking.

Delivery — implementing and scaling up proven approaches by identifying and proactively

addressing the obstacles that typically lie in the path of adoption and uptake

Policy & Advocacy- Promoting more and better resources, effective policies, and greater
visibility of global health so that we may effectively address the foundation’s priority health

targets

(BMGF, 2010a)

The gates foundation makes use of a number of strategies to achieve these goals. A significant

amount of the funds go towards general operating support of global health partnerships such as the


http://www.gatesfoundation.org/topics/Pages/diarrhea.aspx
http://www.gatesfoundation.org/hivaids/Pages/default.aspx
http://www.gatesfoundation.org/topics/Pages/malaria.aspx
http://www.gatesfoundation.org/topics/Pages/pneumonia-flu.aspx
http://www.gatesfoundation.org/tuberculosis/Pages/default.aspx
http://www.gatesfoundation.org/healthscienceandtechnology/Pages/default.aspx
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Global Fund to Fight AIDS, Malaria and Tuberculosis or GAVI. Other grants will be directed towards
development of vaccines or other interventions through organizations such as path and the Medicines for
Malaria Venture (McCoy, Kembhavi, et al., 2009). In addition to these grants that can at times be very
large, the Gates Foundation has also established the Grand Challenges Exploration Program that awards
grants of no more than 100,000 USD and aims to support “innovative, early-stage research to expand the

pipeline of ideas that can lead to those much needed global health solutions”(BMGF, 2010c).

Although the Gates Foundation has generally received acclaim for their work some critical
remarks have been made. Most notably McCoy, Kembhavi et al.’s article (2009) raises some critical
questions about accountability. They point out the Gates Foundation’s extensive network and potential
influence over it. An example of this influence is seen in the foundations drive to eradicate
malaria(Feachem & Sabot, 2008). McCoy, Kembhavi et al. also mention the unusual constellation of the
H8, a self appointed group of global health leaders of which the Gates Foundation is a member, together
with the WHO, The World Bank and others. Also, an LA Times article from 2007 by Pillers, Sanders and
Dixon criticizes the Bill and Melinda Gates Foundation Trust (a separate legal entity) for unethical
investment in companies whose operations are counterproductive to the goals of the foundation(Pillers,

Sanders, & Dixon, 2007).

3.2 Global health governance and fragmentation

In this section | seek to describe the current state of the global heath arena, to clarify the environment in
which the Gates Foundation operates. Clearly, they do not work in a vacuum, and as such, their actions
will have multiple and ambiguous effects that reach far outside their own organization. Likewise, the

actions of the myriads of actors in the field will impact on the foundation and affect the environment to

which they relate.

Global health governance in this paper follows the framework as lied out by Dodgson, Lee et

al.(2002) “In broad terms, governance can be defined as the actions and means adopted by a society to
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promote collective action and deliver collective solutions in pursuit of common goals.(...)” It follows
then that health governance “concerns the actions and means adopted by a society to organize itself in the
promotion and protection of the health of its population”. Finally, due to increasing globalization and the
effects it has had on the nature of human interaction and collaboration, but also on disease, it has been
necessary to change focus - from an international to a global perspective, in order to effectively combat

health challenges.

The WHO, a specialized agency under the UN- has since its creation in 1948 been the leader in
establishing the normative framework for health. It has, among other things been the central agency for
monitoring disease, advocating and establishing policy and providing countries with technical support.
The WHO derives its strength from the mandate given to it through its member states who among other
functions dictate policy and elects the Director General of the organization through the World Health

assembly.

In the late 90’s early 2000’s there was a growing concern, and several claims to the effect, that the
Global Health arena was becoming increasingly fragmented. With a high number of new actors in the
field, this led to a worry that the status of the World Health Organization’s position as the leading
authority on global health was being undermined. Walt and Buse (2000) claimed that “ Not only are the
World Bank and the European Union increasingly playing a role, but so too are a number of important
new philanthropic foundations and the private-for profit sector, such as the pharmaceutical industry.”
These new partnerships have created an increasingly intricate network of collaborations all over the
world, involving actors from a wide range of sectors. This change in global health governance is partly
blamed on the WHO’s lacking ability to deal with health challenges in the 90’s. Walt and Buse raised the
concern that “With priorities decided by small communities of experts often removed from the realities of
programmme execution, the question arises who is setting the agenda in international health.” They add

that the WHO’s characteristics of universality and representation “are not reflected in public-private
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partnerships which often have little low or middle income country representation, and lines of

accountability upwards towards their sponsors rather than downward towards their recipients.

Reich and Takemi raise similar concerns. They claim that the architectural changes of global
health are diminishing the dominance of both the central funder; the World Bank, and the leader on
normative issues; The WHO. “As noted in the World Bank’s strategy document, the global health
organisations who were once dominant are increasingly marginal and less influential. This tenet is true for
both the World Bank’s previous financial dominance and WHO’s previous normative dominance”. Policy
making in global health has as such become a multi-stakeholder process, but without an explicit

institutional process and with competition and confusion both globally and nationally.” (Reich & Takemi,

2009)

An example that could in part be leading to such fragmentation is highlighted McCoy, Kembhavi
et al.’s article on the Gates Foundation’s grants program (2009) where a self appointed group of health
leaders have joined in the afore mentioned coalition called the H8 (no doubt a reference to the G8) that is
composed of The Gates Foundation, The WHO, the World Bank, GAVI, the Global Fund, UNICEF, the
UNFPA and UNAIDS. The Gates Foundation’s relative influence is presumably strengthened given that

they have representatives sitting on the board of both GAVI and the Global Fund.

In addition the G8 and the G20 are, and could be, increasingly playing a role in global
health(NKCHS, 2010). And according to Reich and Takemi (2009) “the G8 play a major part in
catalyzing efforts to reframe the global health architecture in a more coherent direction.” According to
McCoy (2009), the Gates Foundation has also been part of shaping the G8’s health agenda. The
Norwegian Foreign Minister, Jonas Gahr Stere recently criticized the G20’s increasing involvement in
global affairs, and is worried that its lack of mandate and significant influence can serve to undermine the

normative functions of the WHO(Ertel, 2010)
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In its 2007 report on Health, Nutrition and Population Strategy the World Bank made particular
mention of the great number of new actors in the field of Development Assistance for Health (DAH).
Where once the bank itself was the leading funder of DAH, it is no one among many. Despite the great
increase in funding (from 6 billion USD in 2000 to nearly 14 billion in 2005) the field is increasingly
chaotic, and the Bank warns that if the flawed architecture of global health funding is not addressed we

run the chance of squandering the opportunities of improving the health of the world’s poorest.

Similarly, the UK Department for International Development highlights three main issues that
need to be resolved to improve the support for poor countries. A major issue is the complexity of the
health assistance arena. They point to the current situation in which they have to work with over 40
bilateral donors and 26 UN agencies, 20 global and regional funds and 90 global health initiatives.
Secondly, and perhaps unsurprisingly this complexity carries a great cost for the developing countries.
They point to the case of Zambia’s health system which receives support from 15 major international
partners. “(...) all of whom expect separate reports, meetings and time — time that would be better spent
building the health system than on managing donors”. Their third concern relates to the relative
underfunding of initiatives to strengthen health systems. Whereas initiatives to alleviate the impact of
such diseases as HIV malaria and Tuberculosis have shown impressive results, health challenges that are
best combated through more systemic approaches, such as child and maternal health, have received too

little attention.(DFID, 2007)

Concerns have also been raised regarding the way in which the money from this new found will to
finance global health is spent. It is necessary to make sure that the funding now available is spent in areas
where the recipients stand to benefit, rather than being high jacked by vested interest, such as the private
for — profit sector. It is also important to ensure that funds are not diverted to expanding, expensive and

unnecessarily bureaucratic institutions in the north (McCoy, Chand, et al., 2009)
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This seems a very real concern for many countries that are already burdened by the growing
number of actors and partnerships, each with their own application, monitoring and evaluation processes;

Zambia being one example among many.

3.2.1 Public private partnerships

In recent years, with the diminishing role of the WHO, many Public Private Partnerships (PPPs) have
been established to lessen the burden of disease in the developing world. Some of the more prominent
ones are GAVI, The Global Fund, Stop Th and MMV, but many others exist. These PPPs represent one
of the significant causes of the increasingly fragmented field global health governance(Szlezak et al.,
2010). They also represent an example of The Gates Foundation’s impact, as they both fund and sit on the
board of all the PPPs mentioned above as well as others.(GAVI, 2010b, 2010c; GFATM, 2010a, 2010b;

MMV, 2010a, 2010b; Stop-Tb, 2010a, 2010b)

The goals of several of the PPPs have often been to provide already existing interventions to
populations who have yet to benefit from these, while others, such as the Product Development

Partnerships (PDPs), have focused on research for the development of new interventions.

While many of these PPP’s might possibly have an underlying goal of creating a market pull for
the development of new interventions GAVI, with the help from Gates and others, has made their intent
very obvious by establishing what they have termed Advanced Market Commitments. The first AMC to
have been launched is intended to create a market stimulus for the development of a new pneumococcal
vaccine. This represents a novel approach to health funding, and is an example of how innovation is not

necessarily restricted to the development of new drugs, diagnostics etc(GAVI, 2010a).

4. Method

The case study is according to Yin(2009) appropriate as a method when the research is being done into a

contemporary issue and the investigator has little control over the events as they take place. In addition
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the case study is suitable when applying questions of ‘how’ and ‘why’. Also “(...)the case study method
allows investigators to retain the holistic and meaningful characteristics of real-life events(...)”(Yin, 2009,

p. 4) Since all of these conditions are met in this paper | found it to be the preferable method of research.

The Gates Foundation, as the unit of analysis was defined relatively late, after having decided
upon Global health as a topic of interest. | found an extensive literature on global health policy and
fragmentation within the field, but surprisingly little was written about what had become the largest
philanthropic organization in the world. | assumed that a foundation so heavily focused upon scientific
development to combat health problems would have a significant influence on innovation in this field,
and this is what | wish to explore further in this paper. The relative scarcity of literature dedicated to
innovation in not-for-profit organizations means that the paper must rely heavily on the interviews
conducted with actors in the field. As this topic is political in nature | decided to make extensive use of
Lundvall and Borras’ framework on STI policy extensively to say something about the policy
implications of the works of the Gates Foundation. The size of the foundation, I believe, further justifies

such a use.

The research question in this paper is a ‘how’ question. None the less it seems that my case study
will benefit from both an exploratory and explanatory approach. The purpose of this case study is to
understand the effect the Gates foundation has on Global Health governance, with specific reference to
innovation. This research should in turn lead to further hypotheses and propositions for further
study.(Yin, 2009, p. 9). Importantly, the case study does not aim to achieve any sort of statistical
generalisability, but rather what Yin describes as analytical generalisability, which can be used as a

template for further investigation.

Due to the complexity of the unit of analysis and the environment in which it operates it has been
vitally important to use multiple sources of evidence, such as journal papers, annual reports, web pages,

etc to corroborate the findings from the interviews.



23

The research question for this paper is: How does the Bill and Melinda Gates Foundation’s Global

Health Program affect innovation and innovation policy in the global health field?

Due to the scarcity of research done into both not-for-profit NGO’s and the Gates Foundation
itself, | find it to be a research question that serves the purpose of this paper well. | have had the great
fortune of being able to research the Gates Foundation at a time when its activities are gaining both
attention and influence. Because of its contemporary nature | have focused on interviews as my main
source of evidence, in addition to sources mentioned above. According to Yin, interviews are one of the
unique strengths of the case study, and therefore a vitally important source of evidence when the
researcher does not have the ability to manipulate the conditions of the field of research, such as is

possible when dealing with controlled experiments (Yin, 2009, p. 11).

The reason for including such an extensive explanation of the current Global health field and its
fragmentation is related precisely to this inability to control the environment in which the Gates
Foundation operates. It is obviously impossible to understand the activities of the foundation outside this
environment. Nor is it possible to remove or alter this environment. In the words of Yin, the conditions of

the global health arena are “highly pertinent to [my]phenomenon of study” (Yin, 2009, p. 18).

After having studied the literature on the Gates foundation, the global health field and of
innovation several questions were posed. The analysis of the interviews was then based around answering

these questions.

4.1 Construct Validity

To maintain construct validity it has been important to define the relationships between concepts in a
logical manner. This serves to link, for example ‘impact’ to specific concepts such as ‘innovation’, so as

to demonstrate the rationale behind the operational measures.
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The multiple sources should hopefully aid the construct validity and establish what Yin describes

as a ‘chain of evidence’. One weakness of this report is the lack of a draft case study report.

4.2 Internal Validity

Internal validity deals first and foremost with causal relationships. In this thesis however it is an important
concept when it comes to making inferences. As with many case studies, it can be very hard to observe
the causal relationships between different events, especially the causal direction. This is certainly the case
in this study, and therefore inferences have to be made. To ensure internal validity it has therefore been
vitally important to discuss the results of the interviews with both the sources and others. These
discussions have had a great impact on this paper, and | owe a lot to my colleagues and other external
sources. In particular, conversations with a source at the Norwegian Health Directorate and a former
board member of GAVI and the Global Fund have been instrumental to my understanding of the global

health arena and the Gates Foundation.

4.3 External Validity

As mentioned above, the case study at hand does not aim at any sort of statistical generalisability, but
rather analytical generalisability. The Gates Foundation was chosen on the basis that it was believed to
have an impact on innovation and policy making. To investigate to what extent the findings are
generalizable to other organizations, one has to choose other units of analysis where conditions are

similar.

4.4 Reliability

The purpose of reliability is to ensure the possibility of replication of the study. This means in theory that

anyone repeating the study would find the same results. This is, | imagin