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	CASE STUDY: Management of Pooled Funds by Clusters


	PLACE:
	Pakistan

	YEAR:
	2005-2006

	TYPE OF RESPONSE:
	Large-scale, sudden-onset Earthquake

	SECTOR:
	Emergency Shelter

	CLUSTER LEAD AGENCY:
	IOM


	ESSENTIAL MESSAGE: Management of pooled funds requires transparent decision-making by an independent committee established within each Cluster (based on prioritized funding criteria previously agreed by all Clusters), while the contractual process is administered by a dedicated central secretariat (managed by OCHA) within the RC-HC’s office. 



SUMMARY
· Two months into the Pakistan Earthquake response in 2005, USD 31 million of un-earmarked funding was made available to the UN System by various donors. A pooled fund was consequently established, with UNDP as the designated fund-holder. Initial allocations to the eleven Clusters were proposed by OCHA and negotiated by the Cluster Coordinators from these eleven Clusters. Agreement on common funding criteria, definitions, and prioritization was not made until some weeks later.

· The Emergency Shelter Cluster, with IOM as the Cluster Lead Agency, was initially allocated USD 6.1 million. The Cluster’s ‘Strategic Advisory Group’ (SAG) agreed its own funding criteria (see below) on behalf of the Cluster and called for concept papers based on these criteria. A ‘Bids Committee’ was then established from among the Cluster membership at the next (plenary) coordination meeting using a sophisticated ‘random’ methodology involving ‘volunteering’ agencies drawing bits of marked paper out of a hat. Terms of Reference for this Bids Committee, also drawn up by the SAG, were ratified at the same time.
· 9 of the 23 (c.40%) concept notes received within the five-day deadline were approved for funding by the Bids Committee, with 2 (10%) returned for amendment. The remainder were rejected. In all cases, reasons were given in writing for the decisions made.

· Full proposals were then requested, based on the ECHO short-form proposal format. These were then administered by a dedicated ‘secretariat’ of one international staff member and two national staff members established specifically to administer the allocation of funds and monitoring of project implementation.
· Proposals supported were fully in accordance with the strategies and priorities of the Emergency Shelter Cluster strategic framework document for winterization and the UN Action Plan (90-Day Plan) which, inter alia:
· 1. Look to serve beneficiary populations currently under- or un-served in either PaK or NWFP located at altitudes above 5000 feet;
· 2. Look to serve beneficiary populations at lower altitudes across both PaK and NWFP, including the winterisation of existing tents;
· 3. Demonstrate the added value of individual agencies and seek to capitalise on a pre-existing presence in the affected area;
· 4. Have proven experience of delivering logistically complicated distribution programmes;
· 5. Complement the activities of the camp management cluster.
STRENGTHS AND WEAKNESSES
· The initial division of resources proposed by OCHA was done subjectively by the ‘Deputy HC’ (the Chair of the ‘Heads of Clusters’ meeting). At the next ‘Heads of Clusters’ meeting the Cluster Coordinators lobbied for their allocations without having first agreed priority sectors and sub-sectors within the context of the humanitarian strategy (as outlined in the Revised Flash Appeal).
· Funding criteria were agreed by each Cluster independent of the others. This lack of common understanding resulted in an incoherent and sector-specific allocation process which did not produce the synergies demanded by the Cluster Approach in general.

· Decision-making by Clusters was not always transparent. This opened up some Cluster Lead Agencies to allegations of “favouring their own agencies”.

· Fund disbursement by Cluster Lead Agencies was slow and inefficient, which led to downstream cash-flow crises for many implementing agencies.
· For technical and bureaucratic reasons of ‘accountability’, fund disbursement by some Cluster Lead Agencies was limited to those organizations with whom ‘implementing partnership’ arrangements already existed (as was the case with UNICEF and WASH, for example). 

· Some donors, and most NGOs, objected to the 2% ‘administration fee’ levied by UNDP and the 7% ‘operational support’ cost element levied by respective Cluster Lead Agencies.   

· Disbursement administration was variable, with some Cluster Lead Agencies paying 75% up-front (the 25% balance being paid on satisfactory completion and submission of narrative and financial reports), and some paying in two or three tranches at designated intervals.

· The administrative burden and transactional cost implications in terms of the requirement for full-time dedicated staff was severely under-estimated.

· As ‘honest broker’, only the Cluster Coordinator – as opposed to the ‘parent’ Cluster Lead Agency – was trusted to be impartial by NGOs.

RECOMMENDATIONS

· Independent and transparent allocative decision-making by Clusters via a process facilitated by the Cluster Coordinator as ‘honest broker’ empowers Clusters through:
· Minimising donor opportunities to “cherry-pick” projects and programmes that conform to their own particular preferences

· Filling ‘difficult’ gaps in response that are either disproportionately costly in terms of human resources required or accessibility.
· Reducing allegations that ‘parent’ (usually UN) Cluster Lead Agencies were ‘skewing’ allocation decisions. 

· Administration of fund disbursement would be more cost-efficient if centrally managed by a dedicated secretariat within the RC-HC’s office lead by OCHA (as in Sudan and DRC). This would result in:
· Improved inter-sectoral integration and mainstreaming of cross-cutting issues

· Reduction in transaction costs through economies of scale due to having only one ‘secretariat’ staff, and the less than 7% for ‘operational support costs’ that OCHA would charge (there being a sliding scale which decreases the percentage levied for larger sums).
· Improved cash-flow for implementing agencies

· Faster response

· Streamlined accountability

· Funding criteria and prioritization should be agreed by all Clusters together prior to individual Cluster decision-making, and could include:

· Preference will be given to those who participate in, and are recognised by, established national and international coordination forums
· Conformity with the humanitarian response strategy (as outlined in the Flash Appeal/CAP)
· Conformity with Cluster strategic priorities (as outlined in the ‘Strategic Operational Framework’)
· Projects should meet real and defined needs based, to the extent possible, on recent comprehensive assessment of the situation on the ground
· Prioritization given to as yet un-reached marginalized and/or vulnerable groups in inaccessible places
· Tangible impact within the project timeframe (i.e that stands alone from any longer term benefits) should be demonstrable
· Demonstrate awareness of, and endeavour to adhere to, relevant best practice and minimum standards (Sphere, etc) as outlined in the Emergency Shelter Cluster’s agreed technical guidelines
· Presence in-country prior to disaster onset
· Working through, or in coordination with, key local counterparts is preferred
· Relevant experience in the sector

· Implementing capacity (in addition to resources already committed), including technical expertise available

· Appropriate management structure
· IASC would better serve its member’s interests and humanitarian reform through the Cluster Approach if it drew up new guidelines for ‘emergency pooled fund disbursement’.
· Terms of Reference for the Cluster Coordinator (as opposed to the Cluster Lead Agency) should be amended by OCHA to reflect the ‘honest broking’ role (s)he plays – including the necessity for independence, impartiality, and neutrality when it comes to pooled fund disbursement. 
· Pooled funding needs to be done at the right time.  Week one after a sudden-onset disaster is not the right time.  There are many existing bilateral relationships which exist between donors and implementing agencies which get activated within the first couple days and it would be counter-productive to short-circuit this relationship. However, donors would support the Cluster Approach more coherently if they were to write into agreements that the organizations they fund provide regular planning information to the Cluster (e.g pipeline data, delivery destinations and assessments).
 

Pooled funding is most effective after a Cluster has been established and the first substantial wave of goods has made it into the field. By week six to eight a Cluster-led ‘gap analysis’ will have been conducted with the understanding that the gap will be filled using the pooled funds managed by the Cluster.
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