
 

The use of the multilateral aid system grew in real terms by 
31% between 2007 and 2012. This was primarily driven by 
increased funding from bilateral providers to multilateral 
organisations (MOs) as earmarked resources for specific 
themes, sectors, regions, or countries (+79% in 2007-2012).  
While earmarked funding can help meet specific needs (e.g. 
humanitarian crises) and evolving development challenges, it 
can also make co-ordination and coherence of the international 
development cooperation system more difficult. Building on a 
forthcoming OECD paper1, this flyer sheds light on how MOs 
and bilateral providers are attempting to better manage 
earmarked funds. It also provides suggestions on how these 
efforts can be taken forward to ensure financing for the 
multilateral system that is sustainable and conducive to better 
development results. 

 

DAC members’ use of earmarked funding 

Most DAC members make earmarked contributions 
on a case –by –case basis, and no DAC member has 
set a quantitative target for the proportion of core 
and earmarked funding. Two DAC members (Belgium 
and France) have explicitly adopted a “maximum 
core” policy, and their actual core contributions make 
up over 80% of their total funding to the multilateral 
system. Austria, Finland, and the Netherlands have 
made increasing core funding a part of their 
development policies (it currently represents around 

50-70% of their total multilateral funding). For other 
DAC members, core contributions represent a 
smaller share of total funding to the multilateral aid 
system: Iceland (39%), Australia (42%), Canada 
(49%), Norway (54%), and US (54%) (2012 data). 

The same donor can, however, provide a very 
different mix of core and non-core funding depending 
on the MO. 

 

 

                                                           
1 . Matching providers’ and multilateral organisation’s practices on earmarked 
funding, OECD forthcoming 2014. This paper builds on a preliminary analysis 
conducted jointly by the OECD and officials from Germany’s BMZ and 
presented at the Senior Level Donor Meeting on Multilateral Effectiveness in 
November 2013.  

Evolution of ODA components from 2000 to 2012 (gross ODA 

excluding debt relief) 
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For example, looking across 20 MOs2, in 2012 all but 
four DAC members3 provided individual MOs with a 
core/earmarked funding ratio that ranged from 100:0 
to 0:100. Norway, for example, provided over 80% of 
its 2012 support as core contributions to IADB (100%), 
IFAD (98%), OHCHR (85%) and UNRWA (82%), while 
core funding constituted less than 15% of its 
contributions to FAO (13%), ILO (14%) and UNESCO 
(7%), and was zero in the case of OCHA. 

Donor decision-making on earmarked funding is 
largely scattered – either split across the various 
departments and/or decentralised to the field. While 
the plurality of departments/institutions involved in 
the decision making on earmarked funding does not 
necessarily imply sub-optimal allocations of funds, in 
practice for most DAC members ensuring co-
ordination and coherence of funding is an issue and it 
ends up to often override higher-level commitments 
to reforms on earmarked funding.  

 
 

                                                           
2 .The WB Group, six UN Funds and Programmes (UNDP, WFP, UNICEF, UNFPA, 
UNHCR, UN Relief and Works Agency for Palestine Refugees in the Near East 
[UNRWA]), nine UN agencies (FAO, IFAD, ILO, OHCHR, UNDPKO, UNECE, 
UNESCO, OCHA and the WHO, the UN Secretariat, and three regional banks 
(AfDB, ADB, and the IADB).   
3 .These DAC members did not report earmarked contributions for 2012. They 
are: Greece, Poland, Slovenia, and the Slovak Republic.  
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DAC members’ use of the multilateral system in 2012 (gross ODA 
excluding debt relief) 
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For example, looking across 20 MOs4, in 2012 all but 
four DAC members5 provided individual MOs with a 
core/earmarked funding ratio that ranged from 100:0 
to 0:100. Norway, for example, provided over 80% of 
its 2012 support as core contributions to IADB (100%), 
IFAD (98%), OHCHR (85%) and UNRWA (82%), while 
core funding constituted less than 15% of its 
contributions to FAO (13%), ILO (14%) and UNESCO 
(7%), and was zero in the case of OCHA. 

Donor decision-making on earmarked funding is 
largely scattered – either split across the various 
departments and/or decentralised to the field. While 
the plurality of departments/institutions involved in 

                                                           
4 .The WB Group, six UN Funds and Programmes (UNDP, WFP, UNICEF, 

UNFPA, UNHCR, UN Relief and Works Agency for Palestine Refugees in the 
Near East [UNRWA]), nine UN agencies (FAO, IFAD, ILO, OHCHR, UNDPKO, 
UNECE, UNESCO, OCHA and the WHO, the UN Secretariat, and three regional 
banks (AfDB, ADB, and the IADB).   
5 .These DAC members did not report earmarked contributions for 2012. They 
are: Greece, Poland, Slovenia, and the Slovak Republic.  

the decision making on earmarked funding does not 
necessarily imply sub-optimal allocations of funds, in 
practice for most DAC members ensuring co-
ordination and coherence of funding is an issue and it 
ends up to often override higher-level commitments 
to reforms on earmarked funding.  

Largest MO recipients of earmarked funding  

The United Nations (UN) and the World Bank Group 
(WBG) are the largest recipients of earmarked funding 
within the multilateral system; they received USD 11 
billion and USD 5 billion6 in 2012 respectively. Along 
with the IADB (55%), UN entities and WBG also have 
the highest “earmarked funding-dependency rate”, 
73% and 36% respectively.  

From an MO perspective, the growth in earmarked 
funding reflects both the preference of many 
“traditional” donors for this funding and the 
broadening of the MOs’ funding base to new state 
and non-state donors. In 2012, funding to the UN 
from private charities, NGOs and multilateral 
organisations (e.g. global funds and inter-
governmental organisations) amounted to around 
USD 4.7 billion (UN, 2014). 

Within the UN system, about 40 entities receive 
earmarked funding for development activities, but 
nearly 80% of earmarked funding is concentrated in 
five UN entities: WFP, UNDP, UNHCR, UNICEF, and 
WHO. All UN entities have trust fund mechanisms to 
manage earmarked funds. In addition, the Multi 
Partner Trust Fund Office (MPTF), which currently 
hosts 55 trust funds, was established in 2004 to 
consolidate funding from multiple partners (to one or 
multiple implementing agencies) and provide 
dedicated administration services. The WB currently 
hosts over 1,000 trust funds with funding from around 
200 different donors. 

Earmarked funding has allowed both the UN and the 
WBG to expand activities beyond what would have 
been possible with core funding alone. However, the 
intrinsic unpredictability of earmarked resources 
makes it difficult for MOs to have an integrated 
planning that includes both core and earmarked 
resources, and separate decision-making processes 
for core and earmarked resources have hampered 
strategic and coherent allocations. In addition, 

                                                           
6 .This figure does not include the amounts provided to large WB trust funds 
such as the Global Environment Facility (GEF) and the Global Fund to Fight 
AIDS, Tuberculosis and Malaria, which in the DAC statistical system are 
recorded as core multilateral aid. If these trust funds are also included, the 
WBG would receive a total of USD 29.2 billion in earmarked funding for 2012 
(Annual Trust Fund Report, WB 2013).  



earmarked funding can dilute the focus of the MO, be 
transaction heavy and costs are not always recovered. 

Core and earmarked (non-core) funding to MOs in 2012 

 

Source: Authors based on the OECD/DAC Creditor Reporting System (CRS) 

Earmarked funding across UN entities in 2012 

 

Source: Authors based on the OECD/DAC Creditor Reporting System (CRS) 

Emerging good practices – DAC members 

Holding strategic consultations with MOs. Ten 
DAC members report having regular portfolio 
reviews to assess and rationalise their multilateral 
funding. In addition, some members have started 
portfolio reviews and strategic consultations with 
the WB. The UK has also just established annual 
portfolio reviews with UNDP and UNICEF that could 

potentially direct the UK’s discussions with these 
MOs from the operational to the strategic level. 
Although a positive start, these exercises are, for the 
most part, limited in scope as they only cover either 
the WB, selected MOs, or funding from one 
ministry/institution.  

Guidance for managing earmarked funding. Since 
decisions are largely decentralised, stronger policy 
guidance and feedback mechanisms are needed to 
align allocation decisions to higher level 
commitments to earmarked funding reforms agreed 

with MOs. In 2014, the Australian aid programme is 
working to develop a department-wide trust fund 
management plan to provide guidance, training and 
assistance for establishing and managing trust funds. 
The UK established a Strategy for World Bank Trust 
Funds in December introducing principles that 
programme officers are expected to apply in 
providing earmarked funding. One of these 
principles is to consult with the lead DFID 
department when making any decisions on 
supporting a new trust fund, which should in 
principle ensure that all funding decisions align to 
commitments to MO reforms. Although a promising 
reform, more time is needed before it can be 
determined if these guidelines have resulted in a 
rationalisation and more effective provision of 
earmarked funding.  

Provisions to favour joint approaches, predictable 
financing and harmonized procedures. For example, 
Belgium’s 2011 Multilateral Policy Note explicitly 
discourages ad hoc financing to MOs. Similarly, 
Denmark’s guidelines for multilateral development 
co-operation establish that contributions to trust 
funds may be provided for special interventions in 
fragile states, but that priority should be given to 
multi-donor arrangements.  

Emerging good practices – MOs 

UN 2012 Quadrennial Comprehensive Policy 
Review: on financing, it requested a definition of 
‘critical mass of core resources’ by the end of 2013, 
the implementation of full cost recovery in 2014, 
and the adoption of integrated budgetary 
frameworks comprising core and non-core 
resources. In addition, the Executive Boards of 
UNDP, UNFPA, and UNICEF, decided to introduce a 
harmonized cost classification and implement new 
cost recovery rates to improve the transparency and 
consistency of development project costing, thereby 
addressing a long-standing concern that core 
resources may have subsidised non-core activities. 

UN Multi-partner Trust Fund Office: established 
with the key objective to reduce transaction costs 
and increase coherence and co-ordination, it seems 
to have significantly reduced costs for donors. It was 
also fairly successful in promoting softer earmarking. 
However, with new processes established to ensure 
greater co-ordination, coherence and national 
ownership, it increased costs for implementing 
agencies, which sometimes prefer direct 
administration of resources.  
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WB trust funds reform: started in 2007, this on-
going reform agenda is now promoting alignment of 
trust funds from the operational to the strategic 
level. It has fostered trust fund consolidation, 
bringing down the number of active trust fund 
accounts from 1,072 in FY2011 to 1,064 in FY2012, 
with no significant variation in the aggregate dollar 
value of these trust funds. This aggregate figure 
hides a decline in the number of IBRD/IDA trust 
funds from 748 to 720, an increase in the number of 
IFC trust funds from 273 to 290 and a slight increase 
in the number of FIFs. The Bank entered into 
strategic consultations with donors and offered 
portfolio reviews to help rationalise the number of 
accounts For example, DFID reduced its portfolio 
from 220 to 175 accounts within one year. 

WB umbrella facilities: to encourage a better match 
of donor interest with Bank priorities for a more 
strategic use of the funds, the Bank has worked 
towards greater “upstream” selectivity, including 
through the establishment of Umbrella Facilities 
(UFs). Since donors cannot earmark specific 
activities with UFs, this is a fairly flexible source of 
funding. The Bank has at present established UFs for 
capacity building, gender, trade and education. 
However, donors seem to be concerned about their 
limited ability to participate in fund management 
and to obtain both financial and results reporting 
tailored to their needs. In addition, the thematic 
focus of UFs can hinder a cross-sectoral perspective 
and fragment dialogue at the partner country level. 
Both the WB strategy and interviews with WB 
officials point out, however, that the Bank is fully 
aware of and plans to work towards minimising 
these risks. 

Recommendations 

 From a donor perspective, a major motivation for 
increasing earmarked funding has been the need 
to achieve and demonstrate better development 
results. Donors need to balance the need for 
accountability with the flexibility MOs need to 
manage funds effectively. Donors should 
support MOs in their efforts to strengthen their 
overall result frameworks and standards while 
avoiding ad hoc formal and informal monitoring 
and reporting requests on earmarked funding. 

 Despite agreement at the top level to engage 
with MOs on a more strategic level (and not just 
at project or activity level), these changes have 
yet to be integrated across the development co-
operation systems. Donors need to reinforce 

intra- and inter-ministerial/agency coherence by 
strengthening the links between the top 
management that endorses reforms on 
earmarked resources and the middle-level 
management that makes concrete decisions on 
earmarked funding. This includes creating 
criteria and guidelines for this kind of funding to 
ensure coherence and effectiveness of decision-
making on earmarked funding. There should also 
be a stronger link between the reform processes 
discussed and negotiated by staff in New 
York/Washington and DAC members’ capitals. 
Overall, the dialogue with MOs should be lifted 
to a strategic level to ensure greater coherence. 

 Donors need to carefully choose the modality 
through which they channel earmarked 
resources in a view to streamline procedures 
and maximise effective use. At present, donors 
make use of various arrangements, including 
single-donor trust funds, multi-donor trust funds, 
new vertical funds, new financial intermediary 
funds, etc. While some of the new funds created 
for specific purposes may present several 
advantages, donors need to acknowledge that 
these funds also make the aid value chain longer, 
increasing total administrative costs, and 
reducing the volume of resources reaching the 
final beneficiaries. Further research may be 
needed to establish the implications of various 
typologies of funds in terms of the influence 
donors can exert, the cost borne by donors and 
MOs, fragmentation, and country ownership. 

 Successful reforms always need time, especially if 
the underlying incentives are to be changed. 
Hence, donors should continue supporting on-
going reform initiatives undertaken by MOs. In 
particular, Executive Boards of the UN Funds and 
Programmes should facilitate structured 
dialogues on the implementation of reforms on 
funding set out in the 2012 QCPR with the aim 
to improve the quality and predictability of 
earmarked funding. In preparation of this, 
donors should consider setting up informal 
meetings bringing together all interested 
Executive Board members, which will be used for 
coordination and to help ensure buy-in of 
Executive Boards in the reform processes. With 
respect to the World Bank, donors should stay 
engaged in the reform process via the Executive 
Board and consider undertaking reviews of their 
trust fund portfolio jointly with the Bank. 


