THE UNITED NATIONS DEVELOPMENT SYSTEM –

ISSUES FOR STRENGTHENING AND CHANGE

PREFACE

The United Nations Secretary General has set out an agenda for strengthening its institutions through change.  This paper represents common conclusions drawn from the experience of a group of countries seeking to support that agenda through strengthening the UN development system.

We share the belief that the UN continues to have an indispensable role.  Our goal is to strengthen the UN development system, enabling it to fulfil its economic and social mandate.

We are convinced that the UN development system must ultimately be judged on its impact in each country. Our starting point is therefore the need for a strong UN development system at the country level.  Achieving this objective raises a number of issues with regard to inter-agency cooperation, policy harmonisation and funding.

The paper has been elaborated by a working group from Denmark, Germany, Netherlands, Norway, Sweden, Switzerland and the United Kingdom and endorsed by Ministers for Development Cooperation.  In it we present some key issues, put forward some long-term objectives of UN reform and propose some medium-term achievable change.  

We acknowledge that the group represented here is small and recognise the importance of consultation with other countries and working with others in taking forward ideas on reform. 

Our dual approach of developing concrete reform proposals and attempting to build coalitions is based on a conviction that all member states share a vested interest in working for improvements in this area, as well as an obligation to do their part to take forward the purposes and principles of the United Nations. 

It is our hope that this paper will encourage further constructive discussions and contribute to UN strengthening and reform.











21 May 2004

THE UNITED NATIONS DEVELOPMENT SYSTEM -

ISSUES FOR STRENGTHENING AND CHANGE

Introduction

1.
This paper on issues around strengthening the UN development system has been elaborated by a small group of member states
.  As a group, we acknowledge the progress made by many parts of the UN in improving the overall coherence and effectiveness of their combined efforts. In maintaining our long-standing engagement in UN reform we aim to build on past progress and on more recent thinking on the future shape of the international development architecture.  The paper presents some key issues, puts forward some long-term objectives of UN reform, and proposes some achievable changes for the group to pursue.  These, in effect, represent a joint work programme for the group, on which we intend to consult widely with others.

2.
The paper focuses on the UN Development System.  However, we recognise that peace, security and access to justice are essential for development and that better integration of the efforts of the different UN organisations dealing with these issues is needed.  Much of what we propose as a longer-term agenda for the development system is relevant to the wider UN. 

The UN’s role

3.
The UN’s mandate spans conflict resolution, post-conflict rehabilitation, peace building and long-term development.  Its broad acceptance as a universal, neutral, politically independent actor allows it to mobilise and coordinate the international community through processes and events such as donor conferences and humanitarian appeals.  Recent examples of the UN’s global leadership in the development field include: the adoption of the Millennium Declaration and the Millennium Development Goals (MDGs) that it encapsulates in 2000; the Financing for Development (FFD) process, begun in partnership with the Bretton Woods Institutions (BWIs) and bilateral donors at Monterrey in 2002; and the World Summit on Sustainable Development in Johannesburg in 2002. 

4.
The UN’s inter-governmental processes (such as conventions, summits and commissions) play an indispensable role in global standard setting.  Adoption of global standards also requires accompanying support at the country level in the form of technical advice, policy guidance, capacity building, monitoring, advocacy and funding.  The UN often has a comparative advantage in providing this sort of support on “technical” standards and norms, largely through the work of the Specialised Agencies (such as WHO, FAO, ILO, UNESCO and UNIDO).  And it has a vital role in championing human rights in the development process, largely through the work of the Funds and Programmes (such UNDP, UNIFEM, UNICEF, UNFPA and WFP) and vehicles such as the global and regional Human Development Reports.  

5.
The UN is both a major provider of emergency relief, primarily through its operational agencies, and a promoter of more effective strategies for crisis prevention.  It acts as a catalyst for action by governments and relief agencies and an advocate on behalf on those affected. The UN’s activities in the areas of economic and social development, humanitarian affairs, human rights and political affairs can be brought to bear where peace is threatened, absent or just taking root.  It is therefore well-placed to contribute to the settlement of conflicts; to respond rapidly to needs when conflict ends, and to ensure long-term development assistance is adapted to post-conflict environments.

6.
Kofi Annan has established a High-Level Panel on Challenges to Global Security. The Panel will analyse future threats to peace and security; assess existing approaches, instruments and mechanisms; and recommend changes to meet those challenges through collective action. The panel may include in its analysis economic and social issues to the extent that they have a direct bearing on future threats to peace and security. Such issues may include the income divide, communicable diseases, climate change and environmental degradation. The panel’s findings may feed into the “major event” which the UN will host in 2005 to review progress on implementation of the Millennium Declaration.

The relationship between the UN and the Bretton Woods Institutions (BWIs)

7.
We do not discuss the UN’s relationship to other parts of the international development architecture in detail in this paper.  Parallel work by members of this group is addressing the respective roles of the UN and other parts of the international development architecture, the appropriate resource levels needed to fulfil these roles effectively, and the terms and conditions attached to their use.  Our common view is that agreements reached on these issues in their governing bodies must promote the effectiveness of each institution and the coherence of the system of which they form a part. 

Donor behaviour

8.
Strong partnerships between bilateral donors and the UN have, historically, contributed to its effectiveness, not only in terms of resources but also in challenging ‘one-size-fits-all’ policy prescriptions, where these have failed to deliver the intended outcomes (such as the Nordic/UN work on ‘structural adjustment with a human face’).  In recommending ways in which this donor group should continue to work to strengthen the UN, we will seek to define and apply principles of good multilateral donorship.  This will include supporting the multi-lateral nature of decision making in the UN and the equal rights of developing as well as developed countries to have a voice in its governance.  It will imply commitment to favour un-earmarked, ‘core’ funding (ie. contributions to the regular budget) within the constraints of our funding procedures and regulations; and willingness to minimise “earmarking” or conditionality linked to non-core funding.  We will also seek to improve the stability and predictability of our overall funding for the UN.

THE UN DEVELOPMENT SYSTEM AT THE COUNTRY LEVEL

Issues  

9.
The UN development system does not yet operate as a coherent team at country level.  Instead, a varying number of separate UN organisations are often present in country, each with its own independent governance, and with the potential for a significant degree of mandate overlap and differing commitment to harmonisation and alignment with Poverty Reduction Strategies (PRSs).  A variable speed reform process is underway, some parts having begun earlier and made faster progress than others.  Much remains to be done to maximise the effectiveness of the UN development system (and, indeed, international development efforts more generally) at country level.

Background

10.
Following the FFD Conference in 2002 and the OECD meeting on Harmonisation in 2003, the international community has agreed to place programme countries more clearly in the driver’s seat in the development process.  Where developing country governments provide an appropriate environment, donors are moving (at varying speed) to align their spending more directly with national plans, increasingly in the form of PRSs, through instruments such as budget support and Sector Wide Approaches (SWAPs). Some donors have also made commitments to streamline conditionalities and align their analytical work with the PRS cycle, and to use annual progress reports on PRSs as their core results frameworks.  As donors we should continue to encourage progress on this agenda.

11.
Parts of the UN system have played a strong role in supporting the development of PRSs, for example by facilitating civil society engagement, building country capacity for donor management, and analysing policy options. The UN system also has a key role to play in coordinating and promoting crisis prevention measures and responses in the PRS framework.  Looking ahead, new challenges are emerging for the UN on alignment, including how MDG Country Reports, MDG costings and Common Country Assessments (CCAs) should be used with PRSs.  UNDP, in particular, has an important role to play on these issues, but to do so it has to demonstrate “cutting edge” understanding of how different funding instruments and programming approaches align with PRS processes. 

12.
Considerable progress has been made in pursuing the “Simplification and Harmonization” agenda launched by Kofi Annan during his first term in office. The CCA, the new results-oriented UN Development Assistance Framework (UNDAF) and the common services initiative are positive examples of this.  The functioning of the Resident Coordinator (RC) system has also improved significantly in recent years, although RCs still lack the authority and resources needed to fulfill more fully-fledged coordination functions.

13.
Less has been achieved so far on elements of the Secretary General’s second reform package, such as better coordinated programming and pooling of resources.  Recent amendments to rules and regulations allow the Funds and Programmes to engage in joint programming and pooled funding arrangements. This should lead to improved coordination and harmonisation. It should also increase the ease with which many UN organisations can participate in wider donor/government coordination and harmonization processes at the country level.  A rapid roll out to the country level of centrally agreed improvements in UN approaches to joint programming and wider cooperation should now follow.

14.
Increasingly bilateral donors and multilateral agencies will be required to make hard choices about priorities in the PRS context.  They will have to be more responsive to what others are doing and, crucially, to governments’ priority needs.  It is therefore important for the UN to merge greater internal coherence at the country level (through the UNDAF planning framework) with tighter integration into the governments’ policy and expenditure priorities.  Accountability frameworks within the UNDAF should reflect this and should provide the governments and people of programme countries with clear means to assess the performance of the UN system at country level. 
15.
The contribution to country driven processes made by Specialised Agencies, intentionally focused on global standard setting and regulatory functions, is less clear than that of more operationally oriented bodies.  Key alignment issues for the Specialised Agencies and the UN Environment Programme (UNEP) include what role global standard setting plays in supporting the development and adoption of policy approaches at the country level and how the Specialised Agencies can help countries to “benchmark” their performance against these standards.  Over time this approach to policy setting may become more important. 

16.
In response to the threat posed by HIV/AIDS to development and the cross-sectoral nature of its impact, nine of the UN Funds, Programmes and Specialised Agencies agreed to become co-sponsors of UNAIDS.  Through the work of its small secretariat and country-based coordinators, UNAIDS does appear to have improved integration at the country level.  Questions remain about the extent to which all the co-sponsors have unified their approach and are delivering on commitments made under the Unified Budget Work-planning.  But overall, UNAIDS provides a useful example of UN coordination on a crucial development issue from which lessons can be learned for UN system coherence at the country level.

Transition from relief to development

17.
In countries emerging from conflict or other kinds of complex emergencies the UN plays an essential role; helping to provide humanitarian assistance to those in need, to find political solutions to the causes of conflict and to rebuild the government and civil society structures needed for effective development.  The number of countries affected by conflict has increased since the end of the Cold War.  Recognising this, some of the Funds, Programmes and Specialised Agencies have enhanced their capacity to offer effective assistance at an early stage in the post-conflict transition from relief to development.  A large number of actors (including many UN agencies, other multilateral and bilateral development agencies and NGOs) are often involved in “transition” countries. Cooperation between the UN Secretariat, especially DPKO and DPA, and the UN developmental and humanitarian bodies needs to be made more effective. 

18.
The UN has recognised this and is responding.  Resident Coordinators are now commonly made responsible for the coordination of the UN’s humanitarian response (of the 20 Humanitarian Coordinators in post, only one is not also RC).  The Consolidated Appeals Process (CAP), managed by the Office of Coordination of Humanitarian Affairs (OCHA), has also helped to improve the coherence of the UN’s humanitarian response.  A Working Group on Transition Issues has been set up by the UN Development Group (UNDG) and the Executive Committee on Humanitarian Affairs to address the funding and strategic planning gap between relief and development activities.  New, more flexible models of UN Country Team structure and function have been developed to deal with the rapidly changing environment in transition countries like Afghanistan and Sierra Leone.  The UN is trying to learn from these examples in order to mainstream work on conflict prevention into long term development programmes and to improve its flexibility at the country level wherever it operates. 

Desired longer-term outcome 

19.
In the longer term we are seeking to promote a UN ‘development system’ at country level characterised by:

· UN organisations playing an integral part of a coordinated development system at country level;

· a Resident Coordinator (RC) who is ‘Head of the UN Country Team’ and has oversight of all UN agency contributions to the UNDAF;
· a formal governance structure over the UNDAF with a clear accountability trail and proper delegated authority to allow UN-wide decision-making at the country level in the interests of improved PRS alignment; 

· UN Country Team members participating in aid delivery instruments on the basis of comparative advantage not procedural constraints; 

· UN Country Teams able, cost-effectively, to provide governing bodies, governments and their citizens, and donors with credible evidence of improved effectiveness at country level. 

· Staff whose skills and experience equip them to play key advocacy and upstream policy advisory roles (importantly on the MDGs, but also on incorporating ‘sectoral’ policies into PRSs).  Advocacy and even a ‘challenge’ role for the UN recognised as appropriate and valuable by other parts of the international system.
Medium-term achievable change

20.
RCs skilled and empowered to ensure all UN organisations have mainstreamed gender into their contributions to the UNDAF.  Endorsement by the Triennial Comprehensive Policy Review (TCPR) of further measures to empower RCs, including authority to ensure alignment of individual UN organisations with the UNDAF Results Matrix.  To play this role, RCs should have adequate financial and personnel resources at their disposal.  In the medium-term, membership of UNDG could require an agency to contribute to the costs of RC coordination, and to agree to respect the RC’s oversight of the funds it disburses at country level. 

21.
Second generation UNDAFs, incorporating results-matrices, widely used and promoting PRS alignment and coherent work programming within UN Country Teams and between UN organisations and other development partners.

22.
Removal of any remaining real or perceived procedural impediments to UN organisations participating in budget support and SWAPs, through provision of technical assistance.  

23.
UN organisations willing and able to create integrated teams and to pool resources at country level when needed.

24.
In post-conflict countries, effective coordination and sequencing of the UN’s political, humanitarian and development activities.

25.
UN organisations commonly identified to lead work in particular sectors on the basis of genuine comparative advantage and specific in-country capacity. 

26.
Maximum use made of shared administrative services, infrastructure and ICT at country level and, where feasible, larger UN organisations (such as UNDP and UNICEF) commonly representing or “hosting” smaller ones.  

27.
All UN country teams able to call on qualified gender expertise to assist in country level analysis, programming, policy advice, and monitoring. Gender mainstreaming is an element of the RC's appraisal.
28.
Specialised Agencies focussing their technical assistance (TA) on building capacity in developing countries to implement, monitor and report on global standards and signposting countries to wider sources of international expertise. Programme country and donor government requests to UN organisations for “non-core“ services restricted to their overall mandates and priorities and based on full-cost recovery.  
29.
Effective and efficient mechanisms in place to evaluate the impact of the UN Country Team’s combined implementation of the UNDAF and its contribution to the PRS.

30.
Priority actions by this group in support of these changes include:
i.
Use all available opportunities to press for the strengthening of the RC role at the core of a more harmonised UN Country Team to be a recommendation of the forthcoming TCPR.  

ii.
Maximise coherent pressure on the Funds and Programmes to roll out the Harmonisation and Simplification agenda to the regional and country levels and support efforts of UNDG Office (UNDGO) to encourage the Specialised Agencies to embrace the agenda. 

iii.
Improve our collective understanding of the impact on UN governance and coherence of decentralisation processes in UN organisations at both regional and country level (to include comparison with decentralisation processes of other multi-lateral and bilateral donors).
iv
Agree and then promote a joint view of the appropriate place and role for UN instruments such as MDG country-level costing reports and CCAs within PRS and Consultative Group architecture.
v.
Increase cooperation among this donor group at country level and in support of UNDGO. Pursue an agreed strategy for more active engagement in development of new UNDAF results frameworks, through joined-up action at country level and coordination of our position at Board discussions of new UNDAFs.
vi
Advocate unified process for reviewing effectiveness of new results-oriented UNDAFs and strengthened role of RCs in the 2004 TCPR.  Consider joint review of new results-oriented UNDAFs, perhaps through MOPAN or joint group/UNDGO review of UN Country Team performance in a small number of countries.

vii.
Drawing on recent studies by members of the group, the UN Secretariat and the Funds and Programmes, refine our collective vision for the role of UN Specialised Agencies in the provision of technical assistance in context of increasingly sophisticated international markets for skills and the rapid pace of developments in ICT.  This work will have to encompass the role of other providers of technical assistance such as the bilateral aid agencies and Multilateral Development Banks.
viii.
Transmit consistent messages to UNDG that access to gender equality expertise (whether from UNDP, UNFPA, UNICEF or UNIFEM) 
is essential for each country team.

GOVERNANCE AND POLICY MAKING IN THE UN DEVELOPMENT SYSTEM

Issues

31.
Kofi Annan recently called for fundamental reform in the governance of the UN system.  Work has started on revitalising the General Assembly and on streamlining the approach to policy formulation in the Economic and Social Council (ECOSOC).  Greater coherence and clarity is needed in the policy formulation processes in the UN and in the links between the various ‘layers’ of the policy making machinery.

Background

32.
For the UN to play the role assigned to it at recent global conferences (such as the Millennium Summit, the Financing for Development Conference, and the World Summit on Sustainable Development) greater coherence is needed in UN policy analysis.  Added to this, the requirement to strengthen their relationship, placed upon the BWIs and the UN at the Financing for Development  (FFD) Conference, has increased the pressure to provide a central forum within the UN where important policy issues can be discussed.  The logical place in the UN system for such a forum would be ECOSOC, but ECOSOC’s performance is patchy, at best.  The Department of Economic and Social Affairs (DESA) is similarly il-equipped to meet the challenge of providing increased policy coherence. 
33.
Kofi Annan’s first wave of reforms brought into being the system-wide Senior Management Group and the cross-institutional Executive Committees to oversee the work of the four main areas of policy: peace and security, economic and social affairs, humanitarian affairs and development.  The Executive Boards of the Funds and Programmes have begun holding joint meetings (“Joint Boards”).  This provides a forum where issues of importance across the Funds and Programmes can be discussed and, hopefully, common approaches agreed.  But at present these meetings have no decision-making powers and no means of ensuring that coherent decisions are subsequently taken by individual Executive Boards of the Funds and Programmes.  For example, even though an UNDAF is agreed in country between all the UN parties concerned and the programme country government, each agency still has to present its contribution as a separate country programme to its Executive Board, raising questions of efficiency. 

Leadership

34.
In corporate governance terms, a very large amount of power is concentrated in the hands of the heads of UN agencies.  This is particularly true of the Specialised Agencies.  Their management is not overseen by the Secretary General and Heads of Agencies are answerable only to their boards.  Setting a maximum limit to the number of terms for which someone can serve as the Head of a Specialised Agency is an important step forward but more needs to be done to maintain the highest standards of leadership in UN organisations.

Desired longer-term outcome

35.
Rationalisation of the roles and capacities of DESA, and of General Assembly and ECOSOC processes, and the work of Functional and Regional Commissions, in order to provide more effective and authoritative support for achievement of the MDGs.  This should also help the UN to enhance its partnership with the BWIs and WTO on the Financing for Development agenda. 

36.
High calibre leadership of UN organisations guaranteed by rigor and transparency of the selection process for all senior UN appointments. 
37.
Appropriate rationalisation of governance mechanisms at HQ level among Funds and Programmes and Specialised Agencies to reflect change in the way the UN is governed and behaves at the country level and to minimise the potential for overlap and duplication among UN organisations.
38.
Contributions of Funds and Programmes to UNDAFs approved and monitored by the ‘Joint Board’ only, rather than through individual boards.

39.
Governing bodies of Specialised Agencies providing consistent direction to their management to: focus on their standard setting and regulatory functions; be clear about their real core functions and the actual costs of providing them; use the most effective mechanisms for supporting governments in adoption of global standards; and act as effective gateways to wider global networks of expertise, rather than being the sole provider.

Medium-term achievable change

40.
The recruitment process for Head of UN Funds, Programmes or Specialised Agencies is transparent and merit-based, and made against clear job descriptions and competency requirements.

41.
A more effective partnership between the UN and the BWIs based on implementation of their existing agreement on collaboration that acknowledges the comparative advantage of each institution (as summarised in the joint statement on cooperation from the Managing Director of the World Bank and the Chair of the UN Development Group in May 2003). 

42.
Widened scope for the joint UNDP/UNFPA/UNICEF/WFP Board.  Matters of importance to all Boards should be dealt with only once, in a ‘Joint Board’ meeting (such as the TCPR, UNDAFs, relations with UNAIDS). The regular, single-agency Board meetings should be streamlined as a consequence.

43.
UN organisations willing and able to create integrated teams at the country level and to pool resources and personnel in HQ and regional “policy” bodies, in order to improve coherence of policy and programming advice to UN Country Teams.
44.
A clearer priority given to the countries most in need by the UN development system. 
45.
Priority actions by this group in support of these changes include:
i.
Transmit consistent messages on the desired direction of reforms, both within and externally from our own ministries and governments to the management of UN agencies through involvement in Board meetings, capacity building project work, or other kinds of interaction.

ii.
Work coherently to ensure that transparent and merit-based appointments are made for successors to current heads of UNICEF and FAO in 2005/2006. 

iii.
Continue to press for greater authority and influence of the Joint Meeting of the Boards on issues of common importance to the Funds and Programmes.

iv
Support the process of clarifying the division of labour between BWIs and the UN by producing a paper with clear donor proposals and submitting it the UN and BWIs for their response.  Respect this division of labour in our activities and partnerships at country level.
v.
Work to ensure that criteria for resource allocation and field office presence are adjusted to benefit the poorest countries to a larger degree than is currently the case.

vi.
Work to ensure that the current TCPR process results in the strengthening of gender mainstreaming in UN organisations.

FINANCING THE UN DEVELOPMENT SYSTEM

Issues

46.
During the 1990s, finance to the UN system fell as a proportion of total multilateral overseas development assistance.  During this period, funding for UN development activities fell in real terms.  Many believe that a serious imbalance has developed between the resources available to the UN development system and the demands placed upon it.  Some agencies argue that the erosion of core funding (UNDP’s core finances declined in real terms by 20% between 1996 and 1999) now threatens even minimal levels of field infrastructure and critical mass in programming.  Other aspects of UN funding that are problematic include:

· low predictability; 

· unfair burden sharing between member states; 

· weak links between funding and programme implementation (country programmes are approved without consideration of available resources); 

· improving, but still imperfect links between results and resource allocation;  

· the tendency toward decentralisation of donor funding decisions to regional or country level may be one factor contributing to the general trend in donor behaviour away from increasing the core funding to the UN towards “ring-fenced” or country-based funding.  There is a risk that increasing reliance on non-core funding could undermine, rather than safeguard, the ability of UN agencies to fulfil their core mandates. 

· There is concern that an expansion of the Grant facilities under IDA and regional development banks, and the growing importance of new multilateral (such as the Global Fund to fight AIDS, Tuberculosis and Malaria) and bilateral funds (the US Millennium Challenge Account, in particular), increase pressure on and may undermine the funding base of the UN Funds and Programmes. 

Background

47.
Previous attempts at comprehensive reform of funding arrangements have had limited success (including the Nordic UN reform proposal of three types of funds: small assessed contributions, larger negotiated contributions, topped up with voluntary contributions).  The current system of voluntary contributions to the Funds and Programmes, based on annual pledging, has major disadvantages for the UN.  It allows donors to reduce their funding when they feel the need to do so, and certainly more readily than for most other multi-laterals.  This, in turn, compels the Funds and Programmes to raise resources on an opportunistic basis and to expend energy and funds on “resource mobilisation”.  Their ability to plan and implement programmes effectively would be enhanced by a more predictable financing mechanism. 

48.
Ways must be found to create more equitable burden-sharing arrangements, with some high-income countries and upper middle-income countries, in particular, paying more than they do at present.  As important donors to the UN, this group should be willing to lead by example in providing more predictable multi-year funding.  We should apply peer pressure to others to increase the level and improve the predictability of their funding of the Funds and Programmes.  For their part, to help foster willingness to contribute to core funding, UN agencies must define and cost delivery of their core functions carefully and credibly. 

49.
Member states pay ‘assessed contributions’ to the cost of Specialised Agencies.  These contributions are not voluntary – countries pay or relinquish their membership.  This system has provided a degree of stability in funding of Specialised Agencies, when compared with the Funds and Programmes.  However, many donors have concerns over efficiency and have pursued a policy of zero nominal growth in Specialised Agency budgets. This is intended to encourage agencies to focus more clearly on their role as “centres of excellence” on global public goods.  At the same time, Specialised Agencies are being encouraged to demonstrate increased relevance to country-driven development processes.  Donors frequently offer them incentives to focus on their own bilateral priorities, running the risk of diverting resources from the goals agreed by the agency boards.  

50.
Other problems apply to the resourcing of humanitarian response.  There is a need for more equitable allocation of funding across crises and, within crises, across different needs.  Issues relating to the UN's humanitarian activities are being addressed separately under the auspices of the Swedish/Canadian-led Good Humanitarian Donorship initiative. This includes an ambition to strengthen co-ordination of humanitarian assistance by empowering the UN Humanitarian Coordinator, the role of OCHA, and the status and inclusivity of the Common Humanitarian Action Plan.  Donors are encouraged to reduce earmarking, by providing multi-year, un-earmarked commitments to agencies.  They are also encouraged to shift from bilateral towards multilateral spending. 
51.
Donor desire to link funding of the UN system to its results has led agencies to introduce results based management, accompanied by an explosion in the number and type of monitoring, reporting and evaluating instruments.  The UN system is now focused, as never before, on producing results and learning lessons. The introduction of results matrices in the new generation of UNDAFs should provide a mechanism by which the effectiveness of individual agencies and of the UN development system overall can be assessed at the country level and reported to the government, civil society and external partners.

Desired longer-term outcome 

52.
Stable, adequate, predictable multi-year support for the regular budget of UN Funds and Programmes.  This donor group could greatly improve the predictability of funding to the Funds and Programmes by supporting multi-year financing frameworks, perhaps through a new mechanism that would draw on some elements of the IFI-style replenishments but need not be legally binding. This would also be specifically structured and managed within the framework and principles of current governance arrangements. 

53.
More equitable sharing of the financing “burden”.  For example, this group of donors currently provide almost 50% of UNDP’s core resources.  Some high-income countries should do more.  Middle-income country share of core funding could reasonably be expected to rise from close to zero now to around 30%, a figure in line with their proportion of global wealth.  

54.
Overall funding levels linked to effectiveness, particularly with regard to the UN’s contribution to the achievement of the MDGs and country owned poverty reduction strategies.  Funding patterns allowing for realistic longer-term planning and programme delivery by the UN.

55.
Stronger partnership between UN and Bretton Woods Institutions providing a platform for progress on Financing for Development and MDGs.

Medium-term achievable change

56.
An informal joint donor/UN funding forum could replace the current resource intensive system of individual bilateral consultations with the Funds and Programmes, significantly reducing the transaction costs for all those involved.  It would introduce a more coherent dialogue between Secretariats and donors on multi-year funding requests.  Discussion could initially focus on financing the Funds and Programmes, progressing over time to discuss extra-budgetary resources to Specialised Agencies.  Interested potential donors could be invited to reach agreement on the burden-sharing of funding with the Funds and Programmes, in line with overall decisions of their governing bodies on resource requirements.  
57.
Programme country and donor government requests to UN organisations for non-core “services” are restricted to the overall mandates and priorities of the organisation (as set by their governing boards) and are based on full-cost recovery.  We should encourage cost recovery schemes that provide incentives for less earmarking.  Approaches to this issue should be harmonised among the Funds and Programmes following UNICEF’s 2003 decision and the forthcoming UNDP debate on cost recovery.  

58.
Better cooperation and harmonisation of the internal evaluation function of UN organisations, contributing to spreading of best practice, driving up standards of performance and ensuring better informed decisions can be taken on how to spend core UN resources.
59.
Satisfactory outcome to future IDA and regional development bank replenishment negotiations in terms of longer-term health of the multilateral development system.

60.
Priority actions by this group in support of these changes include: 

i.
Contribute to, and advocate for full funding of Multi-Year Funding Frameworks (MYFFs) of the UN Funds and Programmes.  As a first example of our willingness to improve the predictability and overall adequacy of our core funding, this donor group should play a key role in helping to secure the regular budget resourcing requirement for UNDP’s 2004-2007 MYFF, agreed by the Executive Board in September 2003.  This would provide UNDP with $1 billion US of core funding by 2006.  This seems likely to need an increased contribution from some upper middle-income countries.

ii.
Improve links between effectiveness and funding of UN organisations, for example by jointly pushing for their Evaluation Units to report directly to their Boards, and assessing whether any additional, impartial mechanisms should be established.  This might include strengthening the role of the Joint Inspection Unit or introducing a system of independent reviews of UN agencies (along the lines of the OECD Development Assistance Committee’s peer review process for bilateral donors).

iii.
Further enhance cooperation within the group on methods for external assessment of agency effectiveness in order to: improve our collective evidence base on agency performance at country level; and strengthen the link between decisions on agency financing and progress toward achievement of the objectives set out in this paper.
iv.
Jointly carry out or share analyses of the tasks and role of each organisation and the financing package needed to fulfil that role.  

v.
Lead in introducing multilateral development architecture concerns and UN financing requirements in various fora including the DAC Senior Level Meetings and as a background to the IDA-14 and regional development bank replenishment negotiations.  Produce proposals on roles and tasks of UN, BWI and global funds to inform the IDA-14 negotiations and replenishments of Africa and Asia Development Banks.
� Denmark, Germany, Netherlands, Norway, Sweden, Switzerland and UK. 
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