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UNDP Informal Note on the Second Review of the Programming Arrangements, 2008-2013
I. Background
1. The programming arrangements play an integral role in helping UNDP achieve development results through the allocation of regular programme resources in support of EB approved programme country documents that reflect individual country needs falling within the scope of the priorities of the strategic plan.   The mid-term review of the programming arrangements (DP/2010/5) submitted to the Executive Board (EB) in January 2010 raised a number of concerns with respect to the need for increased flexibility and responsiveness to meet the demands of a dynamic spectrum of programme countries with diverse development challenges.  In so doing, it essentially highlighted that more attention needed to be directed towards sharpening the substantive programme linkage between what UNDP does and why, with how resources are allocated. 
2. In response, EB decision 2010/3 extended the programming arrangements by two years to cover the period 2008-2013 as requested by UNDP and in line with the strategic plan extension.  The decision also requested UNDP to submit to the EB for consideration at its second regular session in September 2011, a second review of the programming arrangements, including the option to implement in 2012 and based on the mid-term review, concrete actionable proposals to improve the operational results of the strategic plan, 2008-2013 with respect to:

· Possible improvement of the criteria to support the Target for Resource Assignments from Core (TRAC-1) calculation methodology;

· Improved support to least developed countries/low income countries within the resources envelope of the programming arrangements;

·  A strategy for improved support to middle-income countries in accordance with General Assembly resolutions 63/233 and 64/208, and the need to further balance the principles of universality and progressivity;

· Options for reallocating the fixed lines identified in document DP/2010/5, annex 1;

· Scaling up support to countries affected by conflicts and natural disasters, including in response to sudden crisis, conflict prevention, disaster risk reduction and early recovery;

· Integrating the programme activities of the United Nations Capital Development Fund through the establishment of a specific allocation. 

3. In essence, decision 2010/3 represents a mixture of requests for concrete actionable proposals on: what UNDP does in different country situations in terms of development services; why UNDP does them within the context of its longer term vision and evolving priorities emanating from the mid-term review of the strategic plan; and how UNDP should allocate resources to accomplish them. 

4. In view of the critical, complex and inter-related nature of the issues raised in decision 2010/3, UNDP proposed and the EB agreed that the second review of the programming arrangements, 2008-2013 be postponed for formal consideration to the first regular session in January 2012.  It was also proposed and agreed that UNDP would prepare an informal note on the second review of the programming arrangements for informal consideration during the second regular session in September 2011 in view of the need to ensure a better understanding, within the context of other priority strategic initiatives, of the issues and the expectations of the second review. 
5. It is noted that UNDP held an informal EB session on the programming arrangements during July 2011 at which approximately 30 delegations were represented.  The purpose of the informal session was twofold: to provide EB members with an overview of the basic elements that comprise the current programming arrangements; and to serve as the initial step in anticipation of the impending informal consultations scheduled on 6 September 2011. 
II. Principles

6. Three important and closely inter-related principles underlie the mandate of UNDP – predictability, universality and progressivity. Predictability relates to the receipt of sufficient regular resources, which form the bedrock of UNDP and which can be made available to sustain its multilateral and universal character. Universality ensures that all eligible countries are able to participate in UNDP development activities. Progressivity focuses on the distribution of regular programme resources to primarily low income and least developed countries.  

III. Strategic Issues

7. Based on the above principles and the breadth and depth of the issues raised in decision 2010/3, it has become clear that the second review of the programming arrangements needs to be carefully and strategically considered, both substantively and sequentially, within the context of three concurrent, highest priority initiatives which both inform and are integrally linked to it: (i) the new strategic plan, 2014-2017; (2) the agenda for organizational change; and (3) the integrated budget.

Strategic plan

8. The new strategic plan 2014-2017 will set the strategic vision, substantive orientation and organizational priorities for the future. As such, it will critically inform on what programming activities UNDP will undertake and why within the context of the next programming arrangements.  
9. The mid-term review of the current strategic plan proposed four over-arching priorities for inclusion in the new strategic plan:  (i) promoting growth and development which are inclusive, resilient and sustainable through the strengthening of key enabling conditions for accelerating progress towards achievement of the MDGs; (ii) scaling-up and reinforcing governance and crisis support to programme countries; (iii) strengthening knowledge-sharing and strategic programming to support transformational change; and (iv) ensuring a UNDP that is fit for purpose in the twenty-first century, to include organizational effectiveness and improved coordination of the United Nations development system.  Activities falling under the first three priorities are classified as development activities for which regular resources funding is provided through the programming arrangements.  Activities falling under the fourth priority are classified as management and UN development coordination for which regular resources funding is provided through the institutional budget.

Agenda for organizational change

10. The agenda for organizational change was launched in April 2011 by the Administrator.  It is expected to re-energize UNDP to successfully implement the remainder of the current strategic plan as well as the new strategic plan. It will do so by further strengthening UNDP in its role as a world class, solutions-oriented and knowledge-based organization which helps developing countries make transformational change and helps channel the strengths of the entire UN development system to that end.  It is also expected to strengthen UNDP focus, thus adding strategic value and more clearly demonstrating results, including enhanced reporting thereon.  It will also lead in the development of a differentiated country typology business model to guide resources allocation and the best configuration of knowledge, policy and corporate services to support effective delivery at the country level.
11. The change agenda recognizes that UNDP has to become more focused on what services are most needed and where, and more consistent in the quality and effectiveness of its work.  As such, the change agenda will inform the range and type of service offerings UNDP needs to undertake to successfully support the strategic plan. More specifically, a flexible and dynamic approach based on differing programme country typologies will be developed to clearly identify differentiated, demand-driven services and ensure that programme countries can readily access them. This is particularly important as UNDP attempts to more effectively respond to increasingly complex demands for a wider range of services from a broad spectrum of programme countries with diverse development challenges. Similarly, regular resources funding channeled through the programming arrangements, based on a transparent and flexible programme country typology scheme and appropriate allocation criteria, is expected to provide the foundation for funding the differentiated services. 
12. UNDP is currently addressing the challenge of programme country typology through a working group focusing on the differentiated services that should be offered and the reasons why in groups of programme countries with similar development challenges.  It acknowledges that while certain activities are inherent to the work of UNDP and thus cut across different country groupings, other activities are specific to individual countries based on their stage of development, income level and other important characteristics. 
Integrated budget
13. The integrated budget, which is scheduled for final consideration at the second regular EB session in September 2013, will provide UNDP with enhanced budgetary transparency and integration, as well as optimal harmonization and comparability with UNICEF and UNFPA.  More specifically, for UNDP the integrated budget will incorporate into one planning and budgetary framework from 2014 onwards, both the planning considerations and resource allocations currently reflected in the separate programming arrangements and institutional budget frameworks.  
14. A mock-up version of the integrated budget is scheduled for presentation and informal discussions at the second regular EB session in September 2012. This will require the consolidation and alignment of the programming arrangements within the integrated budget. UNDP plans to use this as an opportunity within the context of decision 2010/3 to further rationalize the existing programming arrangements framework which supports substantive programmes and development effectiveness activities at the country, regional and global levels.    
IV. Resource Issues

Resource situation
15. UNDP has grown dramatically mainly due to growth in other resources contributions, with increasing numbers of programmes and projects funded from cost sharing and trust fund contributions.  As a result, approximately 20 per cent of the strategic plan is funded from regular resources, with the disproportionate balance of approximately 80% funded from other resources. Moreover, since other resources are usually tied to donor-specific themes, sectors or activities falling within UNDP’s mandate, they do not provide the type of cross-cutting flexibility and responsiveness that regular resources do. As such, regular programme resources which are channeled through the programming arrangements play an increasingly critical role across the organization, especially in programme countries with limited other resources.  

16. Equally significant is the continued erosion of UNDP’s annual regular resources contributions base, both in nominal and real terms.  This is due to a number of factors, including: the global financial crisis; changing trends in the magnitude and channeling of contributions to multilateral organizations; and volatile exchange rates.  Shortfalls in regular resources put the organization at risk since they form the financial foundation on which UNDP and programme countries rely to achieve planned development and operational results within the context of approved Country Programme Documents (CPDs) and Country Programme Action Plans (CPAPs).   
17.  In view of the above, it has become increasingly difficult to ensure that predictable and sufficient amounts of regular resources are readily available for distribution through the programming arrangements to help programme countries make transformational change. For example, due to current resource constraints, prudent internal regular resources planning assumptions have dictated that the annual regular resources programme base of $700 million be reduced to $600 million for 2011 and to $570 million for 2012 and 2013. 

18. In summary, predictability and availability of adequate regular resources, and flexibility in the allocation of those resources, are critical prerequisites if UNDP is to rapidly and strategically prioritize and deploy sufficient amounts of resources to where they are needed most. The inability to do so compromises UNDP’s ability to provide high level, priority programme advisory services and to support new initiatives for policy formulation and capacity building efforts by programme countries. It also jeopardizes the mobilization of other resources since important regular resources seed money to jumpstart programme initiatives, including joint UN system activities, is often not available in sufficient amounts. Furthermore, it can impede UNDP’s ability to provide the requisite human and financial resources required to adequately respond to countries affected by conflicts and natural disasters.
Allocation Criteria
19. Decision 2010/3 raises a number of allocation-related issues, most notably on possible improvement of the criteria to support the TRAC 1 calculation methodology. This however also has implications to the allocation of TRAC 2 resources which essentially complement and reinforce TRAC 1 resource allocations.  It also indirectly impacts the allocation of TRAC 3 resources within the narrower scope of countries affected by conflicts and natural disasters.
20. In addressing the issue of improving the criteria supporting the TRAC 1 calculation methodology, it is important to first highlight that poverty is considered a multi-dimensional phenomenon in which a number of critical, mutually reinforcing factors come into play.  This is particularly important for UNDP given its mandates to assist programme countries to reduce poverty, improve human development and support the achievement of the MDGs.
21. Several different approaches for improving the criteria supporting the TRAC 1 calculation methodology are under discussion at this time. These include replacement of GNI per capita in World Bank Atlas terms with (i) GNI per capita in Purchasing Power Parity (PPP) terms; and (ii) the Human Development Index (HDI).  Accordingly, UNDP could focus on varieties of five possible options: (i) streamlined model; (ii) Purchasing Power Parity (PPP) model; (iii) human development index (HDI) model ; (iv) inequality adjusted HDI; and (v) percentage of population under the poverty line.  Within each of these models, data availability and modalities including thresholds can all be considered.  While each of these options has pros and cons much more analysis needs to be done to determine whether any would be appropriate.
22. Currently the amount of TRAC 2 available at the regional level for programme countries is equal to the sum of the individual TRAC 1 amounts for each programme country in that region.  TRAC 2 is then  allocated to programme countries of the region according to criteria designed to support demonstrated national capacity needs for achieving the Millennium Development Goals. In practice, the approved criteria for the allocation of TRAC 2 resources mirror the underlying mandate for which TRAC 1 resources are allocated.  Therefore it is considered that the separate allocation review process to which TRAC 2 resources are currently subjected does not consistently add clear strategic value.  In addition, it has been found that this separate review process has a number of limitations that impede operational effectiveness.

23. Several options for improving the TRAC 2 allocation process are currently under consideration.  These include: (i) better alignment of the TRAC 2 allocation process with the demands for differentiated services emanating from the programme country typology scheme and/or other agreed priorities; (ii) elimination of separate TRAC 2 criteria to allow more flexibility in the allocation of TRAC 2 resources within a region;  and (iii) elimination of TRAC 2 and its full integration with TRAC 1 and TRAC 3, with provision for setting aside a modest amount of resources to further improve UNDP’s ability to respond to compelling, unforeseen programme country demands and crises, and emerging development challenges and opportunities, of the highest priority. 
24. The number of countries affected by conflicts and natural disasters continues to increase, as do their demands for increased development support.  This increase, coupled with the currently constrained and unbalanced resources situation, reinforce the need for continuous strong engagement with donor partners to reinvigorate regular and other resources contributions.   

V. Conclusions and way forward

Conclusions

25. The concrete actionable proposals requested by decision 2010/3 need to be carefully and strategically considered, both substantively and sequentially, within the context of the three highest priority initiatives currently underway in UNDP which both inform and are integrally linked to them: (i) the new strategic plan, 2014-2017; (2) the agenda for organizational change; and (3) the integrated budget.  
26. In view of the above, and in order to avoid limited incremental and possibly counter-productive changes, the 2008-2013 programming arrangements should remain intact for the remaining two years, 2012-2013, of the current strategic plan and programming arrangements period.

Way forward

27. In line with decision 2010/3, the second review of the programming arrangements scheduled for consideration at the first regular EB session in January 2012 will build on the above conclusions and other elements contained in this informal note. In addition, it is suggested that consideration be given at that time to the preparation of a follow-up paper building on the findings of the second review and EB guidance for formal consideration at the second regular EB session in September 2012. 
