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Stable, adequate and predictable funding for the
United Nations Environment Programme

Report of the Executive Director

Summary

This report presents the outline of a draft strategy concerning stable,
adequate and predictable funding for the United Nations Environment Programme
(UNEP). The outline of the draft strategy, contained in annex Il to this
report, has been prepared on the basis of various consultations between
Governments and the secretariat of UNEP which have taken place since the
nineteenth session of the Governing Council. The recommendations of the
United Nations Task Force on Environment and Human Settlements were taken
into account during its preparation. Also taken into account were the views
expressed by Governments on the subject at the nineteenth special session of
the General Assembly, held in June 1997, and at the 1998 annual session of
the Executive Board of the United Nations Development Programme (UNDP) and of
the United Nations Population Fund (UNFPA) ,held in September 1998, and the
draft resource mobilization strategy for the United Nations Children®s Fund
(UNICEF) presented to its 1998 second regular session of the Executive Board,
held in September 1998.
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Suggested action by the Governing Council

The Governing Council may wish to:
1. Recall its decision 19/23 of 7 February 1997;

2. Reaffirm, as stated in the Nairobi Declaration on the Role and
Mandate of the United Nations Environment Programme,l/ that the United
Nations Environment Programme needs adequate, stable and predictable
financial resources in order to operationalize its mandate, and reiterate the
interrelationship between excellence, relevance and cost-effectiveness in
programme delivery, confidence in the organization and a consequent increase
in the competitive ability of the Programme to attract funding;

3. Endorse the outline contained in annex Il to the present report
as a basis for the development of such a strategy for stable, adequate and
predictable funding for the United Nations Environment Programme;

4. Request the Executive Director to initiate a process of
consultations with Governments and other relevant parties, in particular
through the Committee of Permanent Representatives and the High-level
Committee of Ministers and Officials, in order to fully develop a strategy
concerning stable, adequate and predictable funding for the United Nations
Environment Programme;

5. Request the Executive Director to take action in accordance with
the future strategy, as soon as it is finalized through the consultative
process above;

6. Call on Governments and other relevant parties to provide
financial and other resources to the United Nations Environment Programme,
taking into account the above-mentioned consultative process and in
accordance with the future strategy;

7. Request the Executive Director to report to the Governing Council
at its twenty-first session on progress in the implementation of the present
decision.

1/ Governing Council decision 19/1, annex.
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I. FUNDING THE GLOBAL ENVIRONMENTAL AGENDA
1. The Nairobi Declaration on the Role and Mandate of UNEP identified the
focused mandate of the revitalized UNEP. In order to operationalize this
mandate, the revitalized UNEP needs adequate, stable and predictable
financial resources. |In this regard, the Nairobi Declaration recognized the

interrelationship between excellence, relevance and cost-effectiveness in
programme delivery, confidence in the organization and a consequent increase
in the competitive ability of UNEP to attract funding.

2. In order for UNEP to strengthen its role as the principal body of the
United Nations in the field of the environment, ways must be sought to assure
financial stability for the implementation of the global environmental
agenda. The predictability and early notification of expected contributions
to the Environment Fund would facilitate an effective planning and
programming process.

11. FINANCIAL BASIS OF UNEP

3. The resources available to UNEP for the implementation of its
activities come from: Environment Fund; the regular budget of the United
Nations; trust funds; and counterpart contributions. The annual amounts of
funding derived by UNEP from these various sources in the period 1973-1998
are presented in annex | to the present report.

A. Environment Fund

4. While the Nairobi Declaration reaffirmed the central importance of the
Environment Fund as the principal source of financing for the implementation
of the programme of UNEP, the current level of contribution to the
Environment Fund may not be adequate for fully implementing the programme
activities for the 1998-1999 biennium as approved by the Governing Council in
its decision 19/22. In addition to an inadequate Fund balance, unpredictable
payment of contribution (e.g. late payments) makes strategic planning of the
programme of work difficult. The limited size of donor base (over 90 per
cent of the total contributions to the Environment Fund comes from only 15
countries), combined with the voluntary nature of contributions, represents a
possible cause of instability in the provision of adequate funding.

B. Regular Budget

5. The regular budget of the United Nations provides financial resources
for the costs of servicing the Governing Council and other costs to support
the administration of UNEP. While the responsibilities of UNEP have
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increased over the years, the contribution of the United Nations regular
budget towards its costs has not increased proportionately.

C. Trust Funds

6. Trust funds at UNEP provide financial resources for activities
supporting the programme of work of UNEP as well as of conventions and
regional seas programmes and the activities of their secretariats. They are
also used for financing personnel through Junior Professional Officer
Programmes and the secondment of staff. Trust funds are earmarked by donors
for specific purposes. They often have a different governing structure from
that of the Environment Fund, may be bilateral or multilateral and are
accounted for separately. The ratio of funds received by UNEP through trust
funds to those received by it through the Environment Fund has risen
significantly. The increasing reliance being placed on the use of trust
funds as a financing mechanism has raised questions concerning their effect
on programme balance and the priorities established by the Governing Council.

D. Counterpart contributions

7. Counterpart contributions are made in cash or kind by Governments,
United Nations agencies and other organizations, and are earmarked for
specific activities, services and facilities for individual projects. They
have grown significantly in terms of a percentage of the resources of the
Environment Fund. Financial resources, in the form of counterpart
contributions, to complement general contributions to the Environment Fund
have helped UNEP to carry out its work during the recent period of financial
constraint and have been most welcome. However, increased reliance on
counterpart contributions targeted at specific subjects of interest to
certain donors might undermine the programmatic coherence of the UNEP work
programme as agreed at the Governing Council, in particular when the increase
in counterpart contributions results in decrease in the contributions to the
Environment Fund.

I11. MODALITIES FOR LINKING STABLE, ADEQUATE AND PREDICTABLE FUNDING AND
PROGRAMME PERFORMANCE

8. Stability, adequacy and predictability of funding for UNEP depend upon
the programme performance, impact and effectiveness of UNEP. Effective
programme performance and programmatic impact of UNEP should attract a better
funding for it from Governments and other donors with political will to make
financial commitment for achieving global environmental goals.
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9. Currently, there is no specific mechanism for UNEP and Governments and
other donors to consider the linkage between the funding for UNEP and its
programme performance, impact and effectiveness. Also, there is no procedure
to assess collectively UNEP"s programme performance, impact and effectiveness
as a means for Governments and other donors to determine their level and
modalities of contributions to UNEP.

10. Overall, such a mechanism and procedures would help build confidence
and mutual trust between UNEP and Governments and other donors, and make the
performance of UNEP more accountable to those who might make contributions to
it. They would also help UNEP adjust its action as appropriate and
eventually enable it to avoid loss of contributions because of inadequate
performance.

11. Given the above, it is suggested that a strategy concerning stable,
adequate and predictable funding for UNEP be developed, addressing various
issues related to the subject, with a view to establishing mechanism and
procedures for linking stable, adequate and predictable funding and programme
performance. The draft outline for such a strategy is presented in annex 11
to the present report.
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Annex |
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Annex 11

DRAFT OUTLINE OF A STRATEGY CONCERNING STABLE, ADEQUATE AND PREDICTABLE
FUNDING FOR THE UNITED NATIONS ENVIRONMENT PROGRAMME

1. General principles

() Need for UNEP to have stable, adequate and predictable financial
resources in order to operationalize the focused mandate as contained in the
Nairobi Declaration.

(b) Recognition of the interrelationship between excellence,
relevance and cost-effectiveness in UNEP"s programme delivery, confidence in
the organization and a consequent increase in the competitive ability of UNEP
to attract funding.

(©) Need for continued reform of UNEP to enhance its programme
performance, which should be matched by political will among Governments and
other donors to provide UNEP with stable, adequate and predictable financial
resources.

@ Emphasis on transparent procedures in considering the issue of
stable, adequate and predictable funding.

(e) Required action should not create additional administrative
burden either to UNEP or Governments and other donors.

2. Modalities for linking programme performance, impact and effectiveness
of UNEP with its funding

() UNEP to prepare a programme of work on the basis of realistic
expectations of the forthcoming contributions under the given political and
economic environment.

(b) UNEP to intensify communication of its achievements to
Governments and other donors.

(©) Objective indicators be developed, subject to regular review, for
assessment of programme performance, impact and effectiveness of UNEP as a
means for identifying the funding needs.

(@ International platforms be regularly convened for policy dialogue
between UNEP and Governments and other donors to assess the programme
performance, impact and effectiveness of UNEP and to match that assessment
with the level of funding.
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3. Stable funding

() Broader donor base. In addition to Governments, funding also by
foundations, non-governmental organizations and other private-sector parties.

(b) Innovative modalities of funding. Options might include: agreed
contributions; contributions to be determined on the basis of consultations;
some form of increased burden-sharing among contributors.

(©) Ways to offset or minimize the effects of exchange-rate
fluctuations.

4. Adequate funding

() Recognition of the linkage between adequacy of financial
resources, or the level of funding, and programme performance, impact and
effectiveness.

(b) Modalities to link the budget with outputs achieved, with a view
to identifying the adequacy of funding.

5. Predictable funding

() Timely payment of contributions. A format might be agreed to
ensure that the payment is made in the first quarter or First half of the
year, which would enable early allocations and hence better planning.

(b) UNEP should be notified in advance of the amount of the
contributions concerned and when to expect the payment.

() Need to have a flexible and practical mechanism concerning the
modality of payment that takes into account the administrative and budgetary
procedure, such as the budget cycle, and relevant donor legislation.

() Feasibility of multi-year pledges. A possible scenario might be
a firm pledge for the first (current) year, with the announcement of
indicative contributions for the second year and tentative contributions for
the third year (or following years).

(e) Use of formal mechanisms to ensure the predictability of
contributions, such as memoranda of understanding between the prospective
contributors and UNEP concerning the amount of contributions and schedule of
payment.
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™ A mechanism to be established to provide Governments with an
early warning of forthcoming shortfalls in financial resources of UNEP so
that remedial action could be taken.

6. Monitoring
Modalities for monitoring and measuring the programme performance,

impact and effectiveness of the outputs of UNEP"s programme activities, in

order to promote, inter alia, a more transparent decision-making process with
regard to the funding of UNEP.



