
UNDP strategic plan, 2008-2011

Annex 3: UNDP resources in real and nominal terms and in relation to ODA trends

Nominal vs. real targets

Historical and projected figures for UNDP income are expressed in nominal terms, and hence cannot capture the variation in the real value of UNDP income resulting from inflation and exchange rate changes. Forward-looking income targets thus have a tendency to overstate the real value of received income. The graph below illustrates the relationship between nominal core income and real core income in the period 1990-2005. Real core income was adjusted with a composite OECD/DAC deflator that captures both inflation and exchange variations, and is expressed in constant 2004 US dollars.
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	Expressed in real terms, the evolution of UNDP core income in the 2000-2005 period has been more modest than what is suggested by nominal figures. Indeed, UNDP core income, whether expressed in real or nominal terms, remains far short of the 1992 income level expressed in constant 2004 dollars.  




UNDP resources in correlation with ODA trends

The volume of UNDP income should be determined by the relevance, quality and demand for its development services. Although UNDP core resources account for less than 1 per cent of total official development assistance (ODA), evidence indicates that real UNDP income trends have historically been closely correlated with overall ODA. Based on past evidence and expressed in real terms, UNDP core income has been particularly responsive to reductions in ODA while only moderately responsive to increases in ODA. In the period 1992-1997, a 20 per cent decrease in ODA was accompanied by a more than proportional 35 per cent decrease in core contributions to UNDP, whereas in the period 2000-2005, a 28 per cent increase in ODA was accompanied by a less than proportional 13 per cent increase in real contributions to core. Non-core income displays a weaker correlation with ODA: during the above 2000-2005 period, non-core resources grew by 75 per cent in real terms.
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Notes:

1. All figures in real dollars (expressed in constant 2004 dollars).

2. Historical UNDP core figures adjusted with OECD/DAC composite deflator.

3. ODA projections based on OECD/DAC scenario figures.

4. UNDP strategic plan targets adjusted by a 4 per cent discount factor per year.

5. Core growth proportional to ODA assumes that core income increases in direct proportion to projected ODA growth.

6. Core growth based on ODA trend assumes an elasticity of core with respect to ODA of 0.23. 

Based on OECD/DAC secretariat projections, total ODA from DAC member states is expected to reach $130 billion in 2010 in real terms. In light of the relationship between overall ODA and UNDP core income, the target resource requirements for UNDP in 2008-2010 were found to be well within the range of forecast trends in ODA. 
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