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>»> Executive Summary

The Humanitarian Finance Forum with the support of McDermott Will & Emery hosted a webinar
for over 60 participants representing 50 organisations from 20 countries. While the humanitarian
sector was well represented, more than 50% of attendees were from other public and private
sectors, joining to discuss the issue.

The recent collapse of governments’ funding has dramatically increased the fragility of current
humanitarian funding structures and is accelerating the need for new approaches and innovative
financial solutions.

This webinar articulated the impending liquidity crisis for the sector, detailed the shape of the
problem through aggregate data and recent surveys, and called for collaborative development of
more resilient financial infrastructure in the sector to better withstand such shocks.

Specifically, the Forum will be convening cross-sector stakeholders to explore and develop a
Humanitarian Liquidity Facility as a viable contribution to enhance financial resilience of aid
organisations amidst crises.

Presenters:

Elise Baudot Yolaina Vargas-Pritchard Simon Meldrum
Head of Humanitarian Financing Senior Membership and Executive Director
ICVA Network Relationship Manager Humanitarian Finance Forum
Start Network

The featured speakers shared survey data, outlined the profound impact experienced by NGOs,
and explored practical strategies for the future. They were joined by Lydia Poole (ODI) and Alice
Soukupova (DG ECHO) who gave comments from the floor at the opening of the discussion,
followed by an informative Q&A with the audience.
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»> Widespread, Severe, and Imminent Impact

Presenters examined the developing humanitarian
liquidity crisis by presenting an analysis of aggregate and
survey data.

Funding for global humanitarian response is under
unprecedented strain. With the collapse of USAID and 8
out of the top 15 humanitarian donors announcing cuts,
the sector is experiencing a severe crisis and a rapidly
deteriorating outlook with ODA forecast to fall by nearly
30% from 2023.

The sector had become overly reliant on government
funding - nearly 50% in both the Forum and Start
Network surveys. In the case of ICVA Network'’s survey*,
whereby 62% of the 246 respondents were national or
local NGOs, over 81% received some or all US funding
through indirect partnerships. These recent surveys
showed widespread and escalating consequences of
funding cuts.

*Last quarter, ICVA conducted a survey on The Impacts of the US Funding
Suspension. See full survey findings here.

ICVA Network
67% members received
stop work orders

Start Network members
70% were impacted by funding
reductions

Solvency & Liquidity

Funding cuts evidently
affect an organisation’s
ability to deliver services
and meet payment
obligations - its
operational viability or
financial solvency

Organisations must also
consider the availability of
cash (liquid assets) to pay
bills for services, contracts,
suppliers, and staff when

due - its liquidity.

Even when sufficient long-
term funding has been
secured, pledged, or
expected, a lack of
cash/liquidity forces
programme suspensions,
as bills cannot be paid
when due.

The crisis is especially acute for local and national NGOs, who rely heavily on project-based
funding and lack reserves. As funding is squeezed, there is intensifying competition for limited
funding sources, which disproportionately impacts local actors with minimal reserves. Many have
already shut down or are at risk of closure due to the inability to secure replacement funding in

time.

»> Challenges and Contributing Factors

This liquidity crisis goes beyond general funding shortfalls - it creates operational paralysis and
deep uncertainty in the sector. There is no easy fix but there is a pressing and critical need for
humanitarian organisations to better understand the immediate and expected cash flow impact

and consider mitigation strategies.

Attempts to bridge the funding gap on short notice have fallen short. The increasingly complex
broader sector and institutional risk landscape further limits access to flexible funding to cover

shortfalls.

With little runway, upcoming replenishment “traffic jam”, and reserves already being used, there is
an urgent need to assess the level of liquidity funding required to weather this crisis, by
establishing capacity or seeking bridge facilities before the window for action closes.
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Survey Highlights: HFF and Start Network

What is your organisation’s current cash runway
(how long can you operate without new funding)?
Nearly 80% have less than 12 months cash flow

< 3 months
11%

¢

6-12 months

34%

> 12 months
22%

3-6 months
33%

Humanitarian

Finance Forum

Has your organisation had to dip into financial
reserves to maintain operations?
Over 75% are using or do not have reserves

We do not have
financial reserves
22%

Yes, and reserves
are running low
34%%

Mo, we have not
needed to use
reserves
es, but reserves
22%

remain strong
22%

»> Towards Tools and Mitigation Strategies

By drawing on successful tools and approaches of adjacent sectors (i.e. development, climate,
impact finance) and tailoring them to the humanitarian context, stakeholders could collaborate
to build a more robust and responsive financial system that upholds the dignity and well-being of

those who are most in need through:

Systemic Change:

Humanitarian actors must fundamentally
rethink humanitarian financing and
operations: moving away from fragile, donor-
driven models to more predictable and
resilient approaches and building reserves to
withstand future shocks. This includes
partnering with the private sector for more
than just funding, such as leveraging non-
financial assets and improving coordination.
However, this takes time, space, and funding
to manage an orderly transition.

New Financial Tools & Approaches:

Diversification, Mergers & Innovation:

NGOs, especially local and national NGOs,
are urgently trying to diversify their funding
streams. This could include technical
support, such as the Grand Bargain
commitments, and country level liquidity
facilities, ideally built on existing structures
rather than duplicating efforts. Discussions
around mergers and deeper collaboration
also surfaced as ways to reduce duplication,
though barriers such as cost, mandates, and
governance remain.

Changes to institutional and organisational architecture to address the funding crisis will take
time to affect. Financing tools can help. While the humanitarian space addresses needs where no
stable market exists - there is potential to create markets that work for the sector. While small
solidarity funds provide some relief, they are insufficient on their own, especially for the longer
term. Impact investors, typically geared towards long-term development goals, offer limited option
for urgent humanitarian needs. Pooled funding models - based on pre-committed capital - have
proved effective during large crises, and replicating such mechanisms could help bridge urgent
gaps. These models have shown that new tools and approaches have a part to play.



»> Call To Action: A Shared Responsibility

HFF believes that exploring and developing a new financing concept such as “Humanitarian
Liquidity Facility (HLF)” is a worthwhile and viable contribution to enhance the sector's financial
resilience, ensuring that aid organisations can continue their indispensable work even amidst
funding crises.

We consider this shared responsibility demands that stakeholders come together in a cross-
sector approach to quickly develop a feasible proposition supporting the international
humanitarian aid sector to alleviate or mitigate human suffering as much as possible, and will be
convening further discussions.

Please get in touch via info@hfforum.org if your organisation is interested to participate or
contribute.

e Visit the Humanitarian Finance Forum website to learn more about
the Forum and sign up to the online community to receive quarterly
newsletters and updates on key events.

e Follow our Linkedln page to join in the conversation and receive
regular updates.

¢ Find out more about the 90 Day Suspension Resources provided by
ICVA Network.

e For any other information, please contact: info@hfforum.org
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