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I Introduction 

Two recent studies commissioned by the Good Humanitarian Donorship (GHD) group identify reforms needed in humanitarian financing systems:

· International Humanitarian Financing: Review and Comparative Assessment of Instruments, by Abby Stoddard, July 2008 (see accompanying document).

· Indirect Support Costs, by Development Initiatives, July 2008.

The Stoddard financing review study, in particular, makes some important recommendations to donors for improvements in funding instruments. Many donors are currently considering these recommendations.

Financing is an important part of the humanitarian system that we are collectively trying to strengthen through a variety of reform efforts, in order to ensure more effective, appropriate, and timely humanitarian responses. 

Given that the IASC Working Group has not yet discussed the findings and recommendations of the study, it seems an opportune time to do so. This paper highlights some of the findings and recommendations from the Stoddard review that, from an NGO perspective, require discussion and follow-up by the IASC WG as a first step for moving forward on the key issues.

II Diversity in Funding Tools

While the financing review study makes many recommendations, an overarching call is for donors to refrain from “putting all their eggs in one basket” and to “Practice diversity in the use of funding tools.” Over the last several years, there has been much emphasis on the Central Emergency Response Fund (CERF), and more recently, on pooled funds (Common Humanitarian Funds (CHFs) and Emergency Response Funds (ERFs)). Yet, in “specific emergency response efforts,” bilateral funding still “continues to represent by far the largest share (roughly 80 percent) of contributions” with the CERF and pooled funding accounting for about 8% (Stoddard, p. 10). 

The study also notes that “It is possible that multilateral funding may become increasingly the norm for UN humanitarian action as reform proceeds and coordination architecture evolves. This prospect underscores the need for bilateral funding to pay particular attention to the needs of non-UN actors…” (Stoddard, p. 3). 

“A greater percentage of humanitarian funding is now being channelled through the UN, and NGOs receive proportionately less direct funding (although their total funding has increased.)  The decrease is steepest in 2006 and 2007, when these mechanisms first became operational.” (Stoddard, p. 2). This trend has become a considerable concern for NGOs and it is timely for the broader humanitarian community to advocate that donors need to rebalance their humanitarian funding to ensure healthy diversity in funding channels.

III Coordination Through Funding?

It is important to recognize that many donors have been channelling more of their funding through UN channels because of their interest in strengthening coordination of the humanitarian system and their desire to increase the efficiency of their funding instruments. NGOs recognize and support the desire for strengthened coordination and efficiency of NGO humanitarian work. While funding can be one way to “force” coordination, ensuring that coordination mechanisms are effective in enhancing humanitarian response is a preferable approach towards coordination. 

We do not believe that channelling funding to NGOs via UN channels is an efficient approach since such channelling adds additional levels of overheads and causes delays in funding reaching disaster victims. There are some feasible models of direct financing mechanisms for NGOs that can be developed that meet these objectives of strengthened coordination and improved efficiency of humanitarian work. The GHD finance review recommends to “Revisit and actively explore the possibilities for multiyear framework agreements and other longer-term grant vehicles for NGOs” (Stoddard, p. 3) and to “Consider the establishment of donor-country-based advance funds for pre-certified NGOs.” (Stoddard, p. 3). Such arrangements could include draw-down response funding, and some funding for strengthening NGO capacity. One key criterion, among others, for NGOs to access such arrangements could be demonstrated engagement with UN-led coordination mechanisms.

By implementing strategic and longer-term funding arrangements with NGOs, predictability and efficiency can be enhanced and the ‘projectization’ and high transaction costs associated with some existing NGO financing mechanisms can be avoided. In addition, the review suggested “To enhance predictability and planning, make efforts to increase the upfront allocation for humanitarian response (as currently pursued by US and Netherlands donor bodies vis-à-vis their foreign aid budgets).” (Stoddard, p. 37).

IV Better Funding Local and National NGOs

While bilateral funding continues to be the largest percentage of overall humanitarian funding, there is still a need to “Make bilateral funding more flexible and predictable, with an emphasis on non-UN and local actors”, (Stoddard, p. 37)  as noted by the review.  In addition, donors should “Seek ways to provide increased funding for local NGOs through capacity building partnerships, as well as direct grants.  Encourage the development of assessment and accreditation programs (such as piloted by the NGO ACT) for local partners.”  (Stoddard, p. 4)

Strengthened UN-managed CHFs and ERFs in recipient countries, which are open to funding NGOs, can be particularly useful for funding smaller and national NGOs, plus filling unforeseen gaps at the local level of other agencies. NGOs and donors could also work together to develop appropriate country-based mechanisms, such as umbrella grants, to involve and fund local NGOs in humanitarian work. The combination of these components would begin to provide donors with a sufficient, efficient, coordinated, and cohesive way of ensuring effective funding of NGO humanitarian work.

V Points for Discussion by the IASC WG

1. Do the recommendations and findings of the International Humanitarian Financing: Review and Comparative Assessment of Instruments, (by Abby Stoddard, July 2008) resonate with other agencies in the IASC WG? 

2. If so, how can we work together to consider the recommendations jointly and how can we move forward on the key issues highlighted above?
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