JIU/REP/2007/1: Voluntary contributions in United Nations system organizations.

Impact on programme delivery and resource mobilization strategies.

INTRODUCTION

In United Nations organisations, Member States both establish priorities and pay assessed contributions. Nevertheless, voluntary contributions are on the rise, owing in part to the evolution of mandates and zero growth in regular budgets. The surge in voluntary funding of the United Nations in 2005 (see Chart 1 below) was partly attributable to specific factors, such as the response to natural disasters and the fall of the United States dollar. (par 1-2 and 9-10)
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While the UN Charter does not mention voluntary funding, most specialised agencies provide for this possibility in their constitutions. While trends have varied in each organization (see Annex 1 for details), the proportion of extrabudgetary funding has increased in all sectors. (par 12-16) 
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GROWTH IN VOLUNTARY CONTRIBUTIONS: IMPACT ON PROGRAMME DELIVERY
THE UPSIDES: 
· Expansion of activities – including a fourfold increase in peacekeeping since 1998

· Stimulus to efficiency – promotes by competition for scarce funds

· Value added by gratis personnel – who can inject fresh ideas as well as specific expertise (par 18-20)
THE DOWNSIDES:
· Lack of predictability – Unpredictability undermines planning and delivery, and unlike assessed contributions, there are few ways to ensure that pledges are paid in a timely way. Some organizations have proposed that some voluntary funding be subject to predictable scales, such as the 30% target of UNHCR. UNEP, meanwhile, adopted a voluntary indicative scale of contributions (VISC), which has improved predictability and resulted in a wider “ownership”. Another approach is the multi-year funding frameworks (MYFFs) adopted by UNICEF, UNDP and UNFPA, though these have generally not served to assure a critical mass of contributions. (par 21-6)
Recommendation 1 

(action not required by FAO (see Annex 3))
The legislative bodies of each United Nations fund and programme should establish an intergovernmental working group to develop proposals for a voluntary indicative scale of contributions for core resources, based on the model adopted by UNEP, for the consideration and approval of the legislative bodies. 

· Vulnerability – as a result of over-relying on a small number of major donors (cf UNFPA)

· Lack of flexibility – most extrabudgetary/non-core resources are earmarked for specific projects and/or countries. In 2000, WFP documented 17 donor conditions and their associated effects, including location of purchase; nature of commodity; location of beneficiaries; implementing partners In 2004, the High-Level Committee on Management of CEB recommended that contributions specifying procurement and recruitment should only be accepted in the rarest of circumstances.. (par 30-34 and Box 2)
One approach is via strategic partnerships with major donors, or conversely, encouragement of thematic and pooled funding. (par 28-9)
Recommendation 2

(for action by FAO executive head)
Executive heads should develop, or continue to develop, flexible funding modalities, such as thematic funding and pooled funding, for the consideration and approval of the legislative bodies. 
· Distortion of programme priorities – The Inspectors and the Secretary-General have highlighted the problem of distorted priorities towards donor preferences, as have the agencies themselves (see Box 3). Organizations stressed the need for regular dialogue between stakeholders so as to find synergies. 
Recommendation 3

(for action by FAO executive head)
Executive heads should review the existing policies and procedures of their respective organizations that guide interactions with donor countries and revise them, as appropriate, to ensure that those interactions are conducted in a systematic and open manner.

· Extrabudgetary support to regular activities – In some cases, extrabudgetary resources are used to fund core services. The General Assembly has called on countries to increase their contributions to regular budgets of the UN development system. (par 50-4)
· Subsidization from regular to extrabudgetary resources – It is widely recognised that regular budget resources have to some extent subsidized administrative and support costs associated with the management of extrabudgetary contributions, diverting resources towards projects and programmes with a narrower bilateral focus. A working group set up under the CEB established the following definitions and principles:

· Direct costs (e.g. project personnel and equipment) should be charged directly to the projects;

· Fixed indirect costs (e.g. senior management) should be financed by regular/core resources;

· Variable indirect costs, also known as programme support costs (e.g. administrative units 



supporting project activities) should be recovered from the project.

There was also some concern about the diversion of resources to fund-raising activities. (par 60)

Recommendation 4

(for action by FAO legislative organ)
The legislative bodies of United Nations system organizations should request their respective executive heads to expedite work on the harmonization of support cost recovery policies that is currently being carried out under the auspices of the United Nations System Chief Executives Board for Coordination (CEB).
· High Transaction Costs – a particular problem with small earmarked contributions and onerous, diverse reporting requirements. (par 58)
· Programming issues – caused by the constant pressure to raise funds (par 59)

· Human Resources Issues – some organisations feared disincentivisation when staff hired via extrabudgetary funding are perceived to have better conditions or recruitment opportunities than their colleagues. Associate experts and JPOs are almost exclusively drawn from developed countries, harming geographical representation. 

Recommendation 5

(for action by FAO legislative organ)
The legislative bodies of United Nations system organizations should request their respective executive heads to ensure that agreements negotiated with individual donor countries for associate expert/junior professional officer programmes include a funding component for candidates from under- and unrepresented countries.
FUNDING DYNAMICS
Competition for resources - generally considered to be healthy, though the pressure on lowering set support cost rates can exacerbate the problem of subsidization by regular funds, and compromise comparative advantage. Fundraising is a growing area in the UN, and as such both policies and staff at times are at a disadvantage compared to some competitors. (par 63-7 and 71)
Private sector funding – still provides a small percentage of funds, though recent years have seen new initiatives in this field. 

Partnerships – seen as key factors in the competitive funding environment. (par 71-3)
RESOURCE MOBILIZATION STRATEGIES

Selected funds and programmes:
UNICEF’s strategy focuses on attaining more predictable core resources and increasing burden-sharing. Key activities include national fundraising strategies developed by country offices. 

UNDP adopted a multi-year funding framework (MYFF), encouraging members to announce their core voluntary contributions on a three-year cycle. Resource mobilisation follows a differentiated strategy.
WFP encourages multi-year indicative pledges, reduced conditionalities and greater flexibility, and has decentralised much of its resource mobilisation efforts. 
UNEP has focused on broadening the donor base and encouraging collective commitments (par 76-83)

Selected specialised agencies:
ILO focuses on sustainability and better sectoral and geographical balance in technical cooperation activities. 
WHO combines training for a wide range of staff with an advisory group of senior managers to set objectives and targets. Extensive discussions are held with the Members State donor community. (par 84-6)
Recommendation 6


(for action by FAO legislative organ)
The legislative bodies of United Nations system organizations that have not already done so should request their respective executive heads to develop a corporate resource mobilization strategy for the consideration and approval of the legislative bodies.
Decentralized fund-raising – UN reform initiatives of the last decade have shifted attention to country-level operations and it is common for technical departments to make direct contacts with donors. (par 87-8)

Recommendation 7


(for action by FAO executive head)
Executive heads should ensure that the resource mobilization strategy developed for their respective organizations includes a centralized coordinating entity and that the roles, responsibilities and any delegated authorities for resource mobilization are clearly specified in appropriate administrative instruments.
LOOKING FORWARD
The Secretary-General has stated that “the insufficiency of core resources ... represents the single most important constraint on the performance of development entities”. In the Paris Declaration on Aid

Effectiveness of March 2005, donor representatives resolved to take far-reaching actions to reform aid, agreeing to introduce indicators to monitor progress in terms of ownership, harmonization, alignment, results and mutual accountability. In Stockhlm in 2003, constituents endorsed Principles and Good Practice of Humanitarian Donorship, including measures to increase predictability and flexibility. The Inspectors urge the Secretary-General to expedite UN reform processes to ensure these aims. (par 89-92)
ANNEX 1: Trends in Funding, 2000-2005
	
	Non-core resources as a proportion of total (%)

	
	2000
	2005

	Main UN funds and programmes

	UNICEF
	49.7
	59.6

	UNDP
	71.3
	78.6

	UNFPA
	35.8
	35.5

	WFP
	98.9
	99.3

	Selected UN programmes

	UNODC
	66.9
	76.6

	UNHCR
	79.6
	77.3

	UNRWA
	23.6
	32.4

	UNEP
	37.1
	45.7

	Specialised agencies and IAEA

	ILO
	35.7
	40

	FAO
	49.7
	46.3

	UNESCO
	42.9
	53.3

	WHO
	60.3
	69.8

	ITU
	11.1
	11

	WMO
	25.7
	26.8

	IMO
	21.7
	23.8

	UNIDO
	51.1
	64.1

	UNWTO
	6.5
	8.2

	IAEA
	27.8
	30.4


