
Lesson 1.6: Humanitarian Financing 

 

Part A: Introduction to Humanitarian Financing 

Humanitarian financing refers to the mobilization, allocation, and management 
of financial resources to respond to crises such as armed conflict, natural 
disasters, epidemics, and forced displacement. Without adequate funding, 
even the best-planned humanitarian interventions cannot be executed 
effectively. Finance underpins logistics, staffing, procurement of relief items, 
and the sustainability of programs. 

Unlike development financing, which is long-term and often predictable, 
humanitarian financing is typically short-term, urgent, and unpredictable. 
Funding must be mobilized rapidly to save lives and reduce suffering, yet needs 
often outstrip resources. This makes humanitarian financing one of the most 
complex aspects of crisis management. 

Why It Matters 

 Humanitarian needs are growing globally, with record displacement, 
protracted conflicts, and climate-related disasters. 

 Funding gaps are widening — the United Nations estimated that less 
than 50% of global humanitarian appeals were met in some recent 
years. 

 Humanitarian financing requires coordination, transparency, and 
accountability to maintain donor trust and public legitimacy. 

 

Part B: Sources of Humanitarian Financing 

1. Government and Multilateral Donors 

 The largest source of humanitarian finance. 

 Key donors: United States, European Union, United Kingdom, Germany, 
Japan, Canada, and Scandinavian countries. 

 Funding is often channeled through multilateral organizations like the 
United Nations Office for the Coordination of Humanitarian Affairs 
(OCHA), UNICEF, UNHCR, WFP, and WHO. 



2. International Financial Institutions 

 The World Bank and regional development banks (African Development 
Bank, Asian Development Bank) increasingly support crisis recovery. 

 Provide concessional loans, grants, and risk-financing mechanisms. 

 Example: The World Bank’s Crisis Response Window funds immediate 
needs in fragile states. 

3. Non-Governmental Organizations (NGOs) 

 NGOs mobilize resources through institutional grants, private donations, 
and appeals. 

 Large NGOs like Médecins Sans Frontières (MSF), Save the Children, and 
the International Rescue Committee operate billion-dollar budgets. 

4. Private Sector 

 Corporate donations (cash, in-kind, services). 

 Philanthropic foundations (e.g., the Bill & Melinda Gates Foundation, 
Ford Foundation). 

 Insurance and financial innovations, including catastrophe bonds and 
parametric insurance (e.g., African Risk Capacity). 

5. Individuals and Communities 

 Public giving campaigns (e.g., Red Cross disaster relief appeals). 

 Diaspora remittances often provide faster and more flexible support 
than formal aid systems. 

 

Part C: Mechanisms of Humanitarian Financing 

1. Consolidated Appeals Process (CAP) / Humanitarian Response Plans (HRP) 

 Led by OCHA, HRPs consolidate needs across sectors (health, shelter, 
food, water, protection). 

 Donors pledge resources at high-level conferences. 

2. Central Emergency Response Fund (CERF) 



 A UN-managed global fund that provides fast, flexible emergency 
funding. 

 Supports rapid response and underfunded crises. 

3. Country-Based Pooled Funds (CBPFs) 

 Managed locally by UN OCHA. 

 Allow donors to pool resources for allocation to NGOs and agencies at 
the national level. 

4. The Red Cross/Red Crescent Movement Funding 

 Funded by governments and voluntary donations. 

 Maintains independence to operate in politically sensitive contexts. 

5. Bilateral Funding 

 Donors directly fund NGOs or UN agencies without pooling. 

 More flexible but can be politically influenced. 

6. Innovative Financing Models 

 Insurance schemes for disasters (e.g., Caribbean Catastrophe Risk 
Insurance Facility). 

 Crowdfunding platforms (e.g., GoFundMe, GlobalGiving). 

 Cryptocurrency-based donations, increasingly popular for speed and 
transparency. 

 

Part D: Challenges in Humanitarian Financing 

1. Funding Gaps 

o Demand consistently outpaces supply. 

o Example: Yemen’s humanitarian response plan has been less than 
50% funded in multiple years. 

2. Unequal Allocation 

o “High-profile crises” (e.g., Ukraine, Syria) often receive more 
funding than “silent emergencies” (e.g., Central African Republic). 



3. Earmarking 

o Donors restrict funds for specific activities or geographies, 
reducing flexibility. 

4. Short-Termism 

o Most funds are annual and unpredictable, making multi-year 
planning difficult. 

5. Accountability and Corruption Risks 

o Mismanagement or lack of transparency erodes trust. 

o Increasing donor demands for audits and monitoring. 

6. Localization Gap 

o Despite commitments, less than 5% of humanitarian funding goes 
directly to local NGOs, though they are often first responders. 

 

Part E: Accountability and Transparency in Financing 

 Financial reporting is essential: donors require detailed budgets and 
expenditure reports. 

 Monitoring & Evaluation (M&E) ensures that funds meet intended 
goals. 

 Tools such as the International Aid Transparency Initiative (IATI) aim to 
track aid flows. 

 Community-based accountability: ensuring affected populations have a 
say in how resources are spent. 

 

Part F: Case Studies 

Case Study 1: The 2010 Haiti Earthquake 

 Over $13 billion pledged. 

 Criticized for lack of coordination, duplication, and slow disbursement. 

 Highlighted the need for transparent, flexible funding and stronger local 
partnerships. 



Case Study 2: The COVID-19 Pandemic 

 Mobilized unprecedented emergency financing through WHO, IMF, 
World Bank, and philanthropic donations. 

 Demonstrated both the potential of rapid financing mechanisms and 
inequities in global response (e.g., vaccine access). 

Case Study 3: African Risk Capacity (ARC) 

 An African Union-led insurance mechanism. 

 Provides parametric insurance to governments for droughts and other 
disasters. 

 Innovative because payouts are triggered automatically by data, 
ensuring speed. 

 

Part G: Learning Activities 

1. Budgeting Exercise 

o Draft a simple budget for a hypothetical NGO running a 6-month 
nutrition program for 10,000 people. 

o Include line items (staff, food, logistics, monitoring, admin). 

2. Funding Diversification Task 

o Create a plan for an NGO to secure funding from at least 3 sources 
(government donor, foundation, crowdfunding). 

3. Debate 

o “Should humanitarian financing prioritize rapid response over 
long-term resilience?” 

 

Part H: Assessment Questions 

Short Answer Questions 

1. What are the main differences between humanitarian and development 
financing? 

2. List three innovative financing models and explain their advantages. 



3. Why is localization in humanitarian financing still limited? 

Essay Questions 

1. Critically assess the strengths and weaknesses of pooled funding 
mechanisms like CERF and CBPFs. 

2. Using case studies, analyze how funding gaps and donor politics 
influence humanitarian effectiveness. 

3. Propose strategies for NGOs to strengthen transparency and 
accountability in financial reporting. 

Multiple Choice 

1. The Central Emergency Response Fund (CERF) is managed by: 
a) World Bank 
b) UN OCHA  ࿨࿩࿪ 
c) IMF 
d) Red Cross 

2. Which crisis highlighted major coordination and accountability failures 
despite massive funding pledges? 
a) Syria conflict 
b) 2010 Haiti Earthquake  ࿨࿩࿪ 
c) 2004 Indian Ocean Tsunami 
d) Ebola in West Africa 

 

Conclusion 

Humanitarian financing is the lifeblood of crisis response. While mechanisms 
and sources of funding have evolved, persistent challenges — such as funding 
shortfalls, politicization, and inequities — remain. For future practitioners, 
understanding financing is critical not only for resource mobilization but also 
for ensuring equitable, transparent, and accountable aid delivery. 

 


