


SECTION ONE: FINANCIAL STATE OF THE SECTOR

In 2015, CID’s 39 member NGOs generated over $182 million dollars from all corners of New Zealand
society, and translated it into meaningful development and humanitarian results in over sixty countries,
in health, education, water and sanitation, decent work, community resilience and disaster response.
New Zealand’s development sector is healthy, in large part due to the ongoing support of a generous
New Zealand public.

While overall net revenues have held steady since CiD Funding Sources
2013, the CID survey results reinforced several

worrying trends over the past few years, pointing to a W Government

shifting funding landscape for the sector. .‘

Public funding NZ Public

The New Zealand public continues to be the principal
source of support for CID members, providing 56% of
respondents’ revenues in 2015. The $102.4 million in
public support was down from the spike in public
support reported in last year’s survey ($111 million). Adjusting revenues for inflation accentuates a
downward trend in the real (versus nominal) level of public and government support over the past
decade. Considering that incomes in New Zealand have increased at a slightly higher rate than inflation
during this period, in real terms, the New Zealand public support is nearly 15% lower than it was a
decade ago.!
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1 Based on a comparison of median salary in New Zealand, calculated in 2015 dollars, of $28,628 in 2005 versus
$32,292 in 2015. Income statistics drawn from the Statistics New Zealand, New Zealand Income Survey. Accessed
online on November 4, 2016.


http://www.stats.govt.nz/browse_for_stats/income-and-work/Income/nzis-pop-rebase-jun-1997-2014.aspx

What's behind this decline? Shifts
can be observed in regular and
100% one-off donations (a year-over-
80% year decline of nearly $12 million
from 2014). Additionally,
revenues from child sponsorship
declined for the fourth
consecutive year since its peak in
2010 ($54.4 million). Declines in
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sponsorship are particularly
m Child Sponsorship  ® Regular donations noteworthy, as they account for
B One-off donations @ Emergency Appeals over 40% of CID member

revenues ($49 million in 2015)
and are employed by 13 CID member agencies. On a positive note, the public has shown increasing
engagement around global disaster situations. Reductions in sponsorships and donations were partially
offset by a second countervailing trend in the sector - growing public support through emergency
appeals.

Shifts in the funding landscape may be giving some CID members cause for concern over the future
growth prospects of their NGOs, and the sector as a whole. Expectations for the future amongst
respondents are less optimistic than 12 months ago. In 2015, 61% of respondents were confident of a
revenue increase — a particularly optimistic year - versus 42% this year. At the other end, more
respondents in 2016 — 30% — expect revenues to decrease over the next 12 months than in previous
years —up from 18% in 2015, and 19% in 2014.
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Ministry of Foreign Affairs and the New Zealand Aid Programme

The Ministry of Foreign Affairs and Trade (MFAT) continues to be an important funding partner for CID
members, with the MFAT-managed New Zealand Aid Programme accounting for 18% of respondents’
revenues. While in real terms government funding to New Zealand NGOs has also declined significantly
over the past decade, assistance through the Aid Programme has largely stabilized since 2012 — an
important site of relative financial predictability for the sector.
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Other funding streams

The sector in 2015 realized significant increases in revenues from sales of goods and services (a 35.3%
increase over 2014) and multilateral organisations ($10.6 million more than in 2014 — a 102.4%
increase). In each case however, gains were driven by a single member — Trade Aid in the case of sales
(95% of total), and World Vision in the case of multilateral organisations (also 95%). While revenues
from sales and multilaterals are contributing to significant development outcomes, they are not
indicative of new revenue-generating trends for the sector as a whole. That said, other CID members
might look to Trade Aid and World Vision to gain a better understanding of how they too might generate
new and additional funding through these channels, to grow and diversify the funding base of the
sector.

New Approaches for Changing Landscape

While the sector may be facing challenges in the current funding model, CID respondents are aware of
the changing fiscal landscape, and have reported a range of avenues by which they are seeking to halt
the trend. For example, seven respondents

signaled they are investing in stronger NGO Partnerships
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raise and invest. As the 2016 survey reveals,



CID members are working ever more closely with each other and with new development partners such
as the private sector, to share resources, coordinate efforts and build on each other’s comparative
advantages.

63% of respondents reported at least one collaboration with another New Zealand-based NGO in the
past year (see chart, above), a steep increase on the 25% reporting NGO partnerships the preceding
year. These collaborative initiatives have taken a range of forms — including joint-project design and
implementation, collective advocacy, and joint training.

A further 69% of respondents reported at least
Private Sector Partnerships one partnership with a private sector partner.
W other 70 This was also a significant increase over the
previous year, when a third of members

60 . . .
® approached to explore reported such partnerships. While over a third
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services to... last year were in the form of financial or in-
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activities 20 NGOs, this partnership is far more than just a
¥ joint funding proposal marriage of financial convenience. On at least
= in-kind donation 20 19 occasions, private sector actors were
0 partners in either the design or delivery of
H Financial donation overseas development projects. The private
0 sector has also drawn on CID member

expertise to provide advice and research.

Recommendation: CID members are confronting changes in the sector by adopting
new ways to deliver development outcomes, particularly through increased
collaboration amongst NGOs and with the private sector. CID can and should support
these efforts by conducting research, developing guidance tools, and providing
training on good practice examples in this emerging area. While CID membership is
restricted to non-profit organisations, CID can and should also expand its own
engagement with CID’s private sector partners, to better understand their
motivations for partnership, broker new partnerships between private sector and CID
members, and to foster and encourage broader private sector engagement with
responsible business codes and practice.




Regional focus

The CID membership continues to demonstrate

diverse regional engagement. CID members are CID in the World
engaged in over sixty developing countries around

the world. Many of CID members’ programmes are B Americas 9%
located in communities where development
challenges are greatest, including in Sub-Saharan
Africa, South East Asia, the Pacific and Middle East. B Pacific 31%
For instance, six of the top ten largest countries of
CID engagement are amongst the world’s least

developed, according to the latest UN Human = (E:e”t- Asia & Mid v
ast

Development Index.2
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B SE Asia

By contrast, MFAT has adopted a much more tightly

focused Pacific approach for its aid programme funding. In 2015, nine of the New Zealand Aid
Programme’s ten largest countries of engagement were located in the Pacific region (the exception
being Indonesia).® Moreover, a much higher percentage of the overall Aid Programme budget - 38% -
was concentrated in the top ten, in contrast to 28% of CID members.* In 2015, the NZ Aid Programme
provided a total of $13.7M for development activities the African continent, compared to CID’s member
NGOs, who generated over $32 million for development activities on the continent from non-
government sources.

Despite these divergent approaches, survey respondents held generally positive views of the NZ Aid
Programme’s geographic priorities and approach. When asked, 54% of respondents either ‘strongly
agreed’ or ‘agreed’ with the statement: ‘my organisation’s priorities are aligned to the NZ Aid
Programme’s geographic investment priorities;’ versus 25% who either ‘strongly disagreed’ or
‘disagreed.’

2 United Nations Development Programme, ‘Human Development Report 2015: Work for Human Development,’
Sourced online. Accessed November 3, 2016. These six countries (those ranked below #142) are categorized as
having ‘low human development’ in the UNDP’s annual ranking of 188 countries, based on a range of development
indicators. NB — This listing does not include a ranking for the regional Middle East Crisis response, which includes
programming across Lebanon, Jordan, Syria and Iraq; each country with very different development scores.

3 Statistics for New Zealand’s Aid Programme are drawn from the NZ Foreign Affairs and Trade website, Accessed
November 5, 2016. Country colours in graph (below) correspond with regional breakdown on page 6 (above).

4 Based on actual country expenditures for 2015/16 against total NZ Aid Programme budget allocation. Data drawn
from MFAT, ‘Vote Official Development Assistance,” The Estimates of Appropriations 2015/16 — External Sector B.5
Vol. 4. Accessed online: November 22, 2016.



http://hdr.undp.org/sites/default/files/2015_human_development_report.pdf
https://www.mfat.govt.nz/en/aid-and-development/our-approach-to-aid/where-our-funding-goes/
http://www.treasury.govt.nz/budget/2015/estimates/v4/est15-v4-offdev.pdf
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Primary Sectors of Work
Members were also asked to identify the primary focus sectors for the work they support in each
country. Distinct from previous years, these themes were organized around the Sustainable
Development Goals (SDGs) — 17
development priorities and related CID Member thematic priorities (by SDG)
indicators of progress, agreed to by Other Good Health
donor governments, UN agencies,
development banks and NGOs.®
Respondents were given 15 choices Zero Hunger
and could select up to four sectors g
Educati
for each country. Peace, ueation
Institutions &
Results indicated a sector that is as Rights
thematically diverse as it is
hicallv. The fi t acti Water &
geographically. The five most active Sanitation Decent Work

areas of engagement included Good
Health, Education, Decent Work,
Humanitarian aid and Resilience.
Even beyond the top five however, respondents noted fairly broad engagement across a ‘second tier’ of
SDGs, with strong engagement also noted in the areas of Water & Sanitation (WASH), Peace, Institutions

Resilience

Humanitarian

5 The SDGs also integrate several cross-cutting priorities across all 17 Goals, which themselves indicate important
sites of CID member activity which need to be captured in the survey to provide an accurate picture of thematic
priorities. Additionally, the SDGs do not provide explicit Goals for some thematic areas of significant past CID
member engagement — such as human rights and humanitarian action. To provide a workable list of survey
options, several related SDGs have been combined, with additional categories of past engagement added. Goals
12, 14 and 15 (sustainable consumption, life under water and life on land) have been combined under the category
of ‘Environment’; Goals 11, 13 (resilient communities and climate change mitigation and adaptation) have been
combined under the category of ‘Resilience.” Prominent non-SDG themes from previous CID surveys were retained,
including Human Rights, Humanitarian, and Peace & Justice.



and Human Rights, and Zero Hunger. Two SDGs which received relatively less attention were ‘Affordable

& Clean energy,” which was selected only once, and ‘Industry, Innovation and Infrastructure’ (which was
not selected).

CID member thematic priorities align with a number of the New Zealand Aid Programme’s own. When
asked in a separate question to rank the most relevant of the NZ Aid Programme’s 12 investment
priorities to their own work (identifying only their top five), ‘Health’, ‘Education’, ‘Resilience’,
‘Agriculture’ and ‘Humanitarian’ aid were consistently selected as most relevant to CID members.®
Agriculture represents an interesting departure, as it is not included as an explicit SDG in its own right.
However, ‘Agriculture’ is a key sector of focus for many of CID’s ‘Decent Work’ activities, which may
explain why ‘Agriculture’ is identified as an MFAT priority of high relevance to CID members.’

Relevance of MFAT Priorities (weighted ranking)
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However, beyond the alighment between these top five thematic priorities, there is a steep drop off in
the perceived relevance of the Aid Programme’s market-focused sectoral priorities - in Fisheries,
Tourism, Information and Communications Technology (ICT), Economic Governance, and Trade & Labour
Mobility.

These mixed results are reflected in CID members’ perceptions of the alignment of the Aid Programme’s
priorities with their own. When asked, less than half of respondents (42%) ‘agree’ or ‘strongly agree’
with the statement ‘my organisation’s priorities are aligned to the NZ Aid Programme’s thematic
investment priorities,” with 25% disagreeing. Some respondents noted in their comments the
discrepancy between the economic development focus within the Aid Programme and their distinct
NGO priorities.

6 Respondents were asked to rank the most relevant priorities from 1 (most relevant) to 5 (less relevant), with each
ranking given a score (five points for ‘1’, four points for ‘2’, three for ‘3’, two for ‘4’ and one for ‘5’).

7 As a broad thematic category, ‘Decent Work’ may also mask a broader range of CID member projects across a
range of economic sub-sectors other than Agriculture, including areas of Aid Programme focus (ICT, Renewable
Energy, Tourism, Fisheries).



Sector Finances Conclusion

CID’s members are New Zealand'’s face to the world; translating the financial generosity of the New
Zealand public into concrete development gains in partnership with communities in over sixty countries.
The sector is strong, but is facing financial headwinds. Traditional channels of public support are not as
reliable as they once were. However, funding from government has stabilized, with geographic and
thematic alignment between the sector and the NZ Aid Programme, particularly in the Pacific. New
opportunities and forms of public engagement are also emerging, through a growing awareness and
responsiveness to humanitarian emergencies, and a desire of many to contribute to global development
as a part of their life legacy. At the same time, CID members are working differently, drawing even
greater development benefits from every dollar raised, through increased coordination and
collaboration, not only with each other, but with new development partners like the private sector.

Other approaches — such as the sale of goods and services or multilateral partnerships — would appear
to be potential, if under-explored, avenues for fundraising. CID members are adapting the way they
generate revenues. Many of these efforts are currently happening in isolation — individual agencies
having to figure out on their own what works and what does not.

CID has arole in helping ease and expedite the transition of its members to the new financial landscape
— convening NGOs to share their lessons of which changes of approach are working, and which are not.
CID’s stock and trade in training, information sharing and outreach to new development partners are
critical contributions to the future success of the sector.
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Annex 1: Regional breakdown of CID member investments
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Top Five - SE Asia
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