
A Feasibility Study on Funding Modalities for Cooperation Projects under ACD 

Background 

Considering that the sustainability of c'ooperative economic projects under the aegis of the 

Asian Cooperation Dialogue would essentially depend upon the financial commitments of 

member countries, the 2ndACD High Level Study Group Meeting held in Seoul (2008) 

decided to entrust RIS to explore the feasibility of creating a funding mechanism. 

Objective 

The prime objective of this exercise was to evolve an ACD system of financial contribution 

which is scientific, transparent and development-oriented. 

Methodology 

To this end, a brief survey of different models of financial contribution in different 

international and regional organisations was made and it was found that the prevalent 

mechanism of the UN can be deemed as the most appropriate due its orientation to 

incorporate the stage of development in all its endeavours, including the financial matters. 

This is particularly important given the composition of the ACD in terms of its membership 

of countries that belong to the entire spectrum of development - from the least developed 

ones to the most advanced economies. Thus, the broad parameters of the contribution by the 

members of the UN to its budget are analysed and some of its salient features are summarised 

below with a view to making a template of financial cooperation by the ACD members. 

Modalities of Financial Contribution by Members in the UN: Salient Features 

Overall Budget: There are three main categories of United Nations expenditures: the 

regular budget which is financed by a mandatory assessment from the member 

nations; the peace keeping budget which is also financed by assessment but is 

separate from the regular budget; and voluntary contributions which finance most of 

the United Nations' humanitarian relief and development agencies. 

Regular Budget: The Article 17 of the United Nations Charter states, "The expenses 

of the Organization shall be borne by the Members as apportioned by the General 



Assembly." The United Nations Committee on Contributions is responsible for 

drawing up a scale of assessments which is approved by the General Assembly. 

The basic principle for the elaboration of the scale of assessment is capacity to pay. 

While this is an ideal principle but difficult to put into practice. 

This complex assessment formula is based on a 10-year average of member nation's 

Gross National Income, and is adjusted for countries with a low per-capita income 

and high levels of external debt. There is a "scheme of limits" which prevents any 

nation's rate of assessment to rise or fall too fast from one biennium to the next. 

The top I5 contributing nations represent about 84 percent of the regular budget. 

Payment of assessments to the Regular Budget is a treaty obligation under the United 

Nations Charter, but few nations pay on time and in full. Member nations are billed 

on 1 January each year and assessments are due in full by 31 January. 

The payment of the assessed contributions is a legal obligation of each member 

nation under the Charter. Penalty for non-payment is supported by Article 19 of the 

United Nations Charter, which states: 'A member of the United Nations which is in 

arrears in the payment of its financial contributions to the Organization shall have no 

vote in the General Assembly if the amount of its arrears equals or exceeds the 

amount of the contributions due from it for the preceding two full years.' 

Assessment Formula: The UN is financed from assessed and voluntary 

contributions from member states. The regular two-year budgets of the UN and its 

specialized agencies are funded by assessments. The General Assembly approves the 

regular budget and determines the assessment for each member. As mentioned, this is 

broadly based on the relative capacity of each country to pay, as measured by their 

Gross National income (GNI), with adjustments for external debt and low per capita 

income. ' 

Gross National Income (GNI) comprises the total value produced with% a country 

(i.e. its Gross Domesric Product), together with its income received from other 

countries (notably interest and dividends), less similar payments made to other 


















