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Voluntary indicative scale of contributions: assessment of the extended pilot phase 

Note by the Executive Director

The annex to the present note provides information on the assessment of the operation of the extended pilot phase of the voluntary indicative scale of contributions to the Environment Fund and the other voluntary options contained in paragraph 18 of decision SS.VII/1. The information is provided in response to the request of the Governing Council in paragraph 18 of its decision 23/1 IV on implementation of decision SS.VII/1 on international environmental governance, adopted on 25 February 2005. The annex has been issued without formal editing.
Annex

I. Background:

1. The Governing Council/Global Ministerial Environment Forum (GC/GMEF) at its  seventh special session in Cartagena (2002) emphasized that all States Members of the United Nations should contribute financially to UNEP, and approved the application of a voluntary indicative scale of contributions - VISC (SS.VII/1).

2. The GC/GMEF in Cartagena introduced the voluntary indicative scale of contributions (VISC) with a purpose to broaden the base of contributions to, and to enhance predictability in the voluntary financing of the Environment Fund. The voluntary indicative scale of contributions (VISC) was developed specifically for UNEP’s Environment Fund, taking into account, inter alia, the UN scale of assessment as well as the following:

· A minimum indicative rate of 0.001 per cent;

· A maximum indicative rate of 22 per cent;

· A maximum indicative rate for the LDCs of 0.01 per cent;

· Economic and social circumstances of the Member States, in particular those of developing countries and countries with economies in transition;

· Provisions to allow for any Member State, in a position to do so, to increase its level of contributions over and above its current level.

3. The Executive Director launched a pilot phase of the voluntary indicative scale of contributions in 2003 and reported the first results of that phase at the eighth special session of the Governing Council in Jeju (2004). The GC/GMEF special session in Jeju welcomed the “significant broadening of the donor base and the increase in total contributions to the Environment Fund” (SS.VIII/1). The twenty-third session of the GC/GMEF in Nairobi (2005) reaffirmed its support for the provision of adequate, stable and predictable financing of UNEP, as an essential prerequisite for the strengthening of its capacity and functions, as well as effective coordination of the environmental component of sustainable development (decision 23/1). The application of voluntary indicative scale of contributions (VISC) was extended to the biennium 2006-2007.

4. The introduction of the voluntary indicative scale of contributions (VISC) and other voluntary options contained in paragraph 18 of decision SS.VII/1 has proved to be an efficient approach in stimulating additional contributions to the Environment Fund, though not all the UN Member States agreed with its principles and one country requested to be removed from the scale. The donor base has been broadened and more than 100 countries are now making their annual contributions to the Environment Fund.  The contributions also increased, and UNEP mobilized enough resources for successful implementation of the Environment Fund programmes in the biennium 2002-2003 and also 2004-2005. 

5. After the approval of a higher Environment Fund budget of US$144 million for 2006-2007 and the introduction of a new voluntary indicative scale of contributions (VISC) for the current biennium, not all countries agreed to increase their voluntary contributions, and UNEP had to scale down the allocations to the approved programme of work in 2006 and may have to decrease the allocations also in 2007, unless some countries make additional voluntary contributions for 2006, and more countries, including all major donors, pay adequate voluntary contributions in 2007.

6. At its fifty-ninth session, the General Assembly welcomed the progress made in implementing section III B of the appendix to decision SS.VII/1 on strengthening the role and financial situation of the United Nations Environment Programme, including the significant broadening of the donor base and the increase in total contributions to the Environment Fund. Furthermore, the UN Secretary-General acknowledged the positive experience of the voluntary indicative scale of contributions (VISC) at UNEP in his report to ECOSOC in 2005 (A/60/83-E/2005/72). In 2006 the Joint Inspection Unit (JIU) of the United Nations analysed the recent trends in voluntary contributions in UN system organizations and their impact on programme delivery. The Inspectors  supported the voluntary indicative scale of contributions based on the model adopted by UNEP as a means to improve the predictability and adequacy of resources for those United Nations system organizations facing uncertain core funding.

II. Assessment of the extended pilot phase of the voluntary indicative scale of contributions (VISC)

7. Governments remain the most important factor in the process of ensuring adequate, stable and predictable financial resources for UNEP.  The priority in resource mobilization is, therefore, to secure timely and adequate contributions from all the UN Member States to the Environment Fund in order to implement the Environment Fund Programme of Work agreed by Governments.

8. The main principles used in drafting the voluntary indicative scale of contributions (VISC) were the same used for all three scales in 2003, 2004-2005 and 2006-2007. The approach and principles were reported to the GC.22 in 2003 in the Note by the Executive Director (GC.22/INF/20/Rev.1).  All payments to the Environment Fund remain voluntary and all Member States are encouraged, taking into account their economic and social circumstances, to contribute either on the basis of the proposed voluntary indicative scale of contributions (VISC) or above it, or on any other basis identified by a Member State, as it was recommended in Cartagena (see paragraph 25 below). 

9. The twenty-third session of GC/GMEF (2005) re-confirmed the voluntary character of the indicative scale and encouraged all Governments, taking into account their economic and social circumstances, to make their voluntary contributions to the Environment Fund on the basis of either voluntary indicative scale of contributions (VISC) or other voluntary options contained in paragraph 18 of decision SS.VII/1. 

10. The first draft voluntary indicative scale of contributions (VISC) was developed and distributed to all Governments in mid-2002 inviting them to consider the proposed scale and inform UNEP whether or not they would use it.  A total of 135 countries responded to UNEP's call and 128 of them made pledges and payments to the Environment Fund for 2003. That was the highest number of donor countries achieved at the time and a major breakthrough, as the average number of donor countries making annual contributions during the previous 30 years was approximately 74. In the following three years the number of donor countries always exceeded 100 and reached 119 in 2004, 110 in 2005 and by 15 December 2006 107 countries made their pledges and contributions for 2006.  Contributions continue to arrive and UNEP is expecting a few late payments from additional donors for both 2005 and 2006. 

11. Another positive trend was the increase in contributions. During the first year (2003) of the pilot phase 75 countries increased their payments to the Environment Fund in US$ and 38 of them paid for the first time or re-started their contributions after a break. That trend continued in the following years; in 2004, 54 countries paid/pledged more than the previous year, in 2005, 33 countries increased their payments and pledges even though they were invited to pay at the same level as in 2004.  Finally by 15 December 2006, 56 countries had increased their contributions/pledges for 2006.

12. The above positive trends could not guarantee the sufficient growth of contributions to the Environment Fund, as some donor countries did not sustain their payments. As a result only about 85 core donor countries maintained their regular contributions during the period 2003-2006.  

13. The majority of the main donor countries, about 90% of the top 30 donors, continued to increase their contributions, even though most of them by small amounts, or at least maintained the level of their financial support to UNEP approximately at the same level in US$ and/or their national currency. A few countries increased their payments by two - three and even more than six times in order to come closer to or above the level of voluntary indicative scale of contributions (VISC) and that of the UN scale of assessment. Unfortunately, at the same time there were a few cases where major donors decreased their voluntary annual payments, including one major donor country which did not make any contribution to the Environment Fund in 2006. 

14. About 75% of the countries that made their contributions during 2003-2006 paid above, equal or very close to the voluntary indicative scale of contributions (VISC). More detailed information with the analysis of responses from countries was presented in various GC documents (UNEP/GC.22/INF/20/Rev.1; GCSS.VIII/INF/12; GC.23/INF/12). 

15. In mid-2005, and in accordance with decisions 23/1 and SS.VII/1, UNEP prepared a new voluntary indicative scale of contributions (VISC) for the biennium 2006-2007. The new scale took into consideration an increased level of annual contributions from $65 to $72 million, which was equal to half of the Environment Fund budget of US$144 million approved by the Governing Council for 2006‑2007. 

16. To sustain the stability of financial support to UNEP, all countries were invited to at least maintain and not decrease their payments to the Environment Fund. This minimum requirement was applied from 2003 to all countries irrespective of whether they paid above or below the UN scale of assessment. It is also important that countries do not downscale their payments in national currencies if the US$ continues to depreciate against other major currencies.

17. Following the discussions in Cartagena (SS.VII/1) and at the twenty-second session of GC/GMEF (GC.22/INF/20/Rev.1) the UN scale of assessment was utilized as a guiding principle for developing the voluntary indicative scale of contributions (VISC). The developed countries which were paying below the UN scale were invited to increase their contributions gradually and most of them are expected to pay at least equal or very close to the UN scale in 2006-2007.

18. The countries with economies in transition paying below the UN scale were invited to increase their contributions up to a level between 80-90% of the UN scale and depending also on the historic levels of payments.

19. Developing countries paying below the UN scale were divided into two main categories. The first category included least developed countries which were invited to pay at the minimum level of 0.001% approved in Cartagena. These countries were asked to contribute US$700 annually, which is close to 100% of the UN scale. The second category included the developing countries invited to pay at a level between 20-50% of the UN scale. Most of the regular donors from this category were asked to increase their payments gradually within this gap and those developing countries which were not making contributions were invited to start or resume their payments to the Environment Fund. 

20. Developing countries that were paying above 50% of the UN scale or above it, and all other countries paying according to the UN scale or above it, were invited to maintain their levels of contributions and consider additional payments, if appropriate. The level of contributions by countries was determined through communication with the Governments, as well as by the history of their payments, economic stability and capacity to maintain or increase contributions.

21. Unfortunately, not all the countries, including some major donors, increased their payments in accordance with the new voluntary indicative scale of contributions (VISC) for 2006-2007. Some of the main donors even decreased their contributions in 2006 and one of them did not make any contribution. As a result, and in spite of increased payments by more than 55 countries, the income of the Environment Fund is expected to be about $10.5 million below the target of $72 million for 2006. This is undermining UNEP’s capacity to implement the Work Programme approved by GC.23 for the biennium 2006-2007.

22. Urgent measures need to be considered for improving the financial situation at UNEP. These are additional voluntary contributions by the countries that paid below the voluntary indicative scale of contributions (VISC), including those countries that did not pay at all in 2006, and additional voluntary contributions by the countries that already made adequate payments in 2006 but are willing to increase their support to UNEP and ensure efficient implementation of all programmed activities.

23. If about 25 % of the top 20 donors, which are currently paying below the UN scale of assessment could increase their contributions up to approximately 75% of the UN scale, the Environment Fund of UNEP would have received more than US$15 million a year in additional funds for 2006-2007. This would be enough, not only for the successful implementation of the work programme but also to make a first step towards increasing the level of the financial reserve from US$10 million to US$20 million, as requested in paragraph 9 of decision GC.23/3.

24. The main results achieved by UNEP through the introduction of the pilot phase of the voluntary indicative scale of contributions (VISC) can be summarised as follows:

(a) Significant broadening of the donor base, as 147 United Nations Member States pledged/paid one or more contributions during the last four years. Unfortunately, not all donor countries maintained their regular annual contributions;

(b) Higher voluntary payments to the Environment Fund received from most of the countries;

(c) Higher predictability of voluntary contributions to the Environment Fund, as a majority of countries paid above, equal or very close to the voluntary indicative scale of contributions (VISC);

(d) Improved financial stability, as an absolute majority of countries at least maintained the level of their voluntary payments to the Environment Fund. At the same time the Environment Fund remained vulnerable to unpredictable decreases in payments by some major donors;

(e) Receipt of adequate, increased and timely contributions in a biennium cannot be guaranteed by the voluntary indicative scale of contributions (VISC), as the contributions remain voluntary. Following the approval of the Environment Fund budget for a biennium by the Governing Council of UNEP, the Governments of all member countries, especially the major donors, have to commit themselves to adequate financial support to UNEP, and UNEP should build the donor confidence through efficient delivery of its programme and more efficient use of the available funds. 

III. Assessment of the other voluntary options, contained in paragraph 18 of decision SS.VII/1. 

25. The seventh special session of the Governing Council in Cartagena encouraged the countries to contribute to the Environment Fund either on the basis of the voluntary indicative scale of contributions (VISC), or on the basis of any of the other four voluntary options, which included:

· Biennial pledges;

· UN scale of assessment;

· Historical level of contributions;

· Any other basis identified by a Member State. 

All the above voluntary options are correlated with the voluntary indicative scale (VISC) and are considered accordingly.

26. Biennial pledges:  Following the introduction of the voluntary indicative scale of contributions (VISC) for a biennium, especially from 2006-2007, the number of countries making biennial pledges has been increasing. Eighteen countries made the biennial pledges for 2006-2007. Fourteen of them (78%) pledged in accordance with the voluntary indicative scale of contributions (VISC), and four countries (22%) pledged below the voluntary indicative scale of contributions (VISC), though two of them increased their pledges and the other two maintained their contributions at the top historical level. 

27. UN scale of assessment:  All countries that are paying close to or above the UN scale of assessment are also paying according to the voluntary indicative scale of contributions (VISC). The percentage of countries paying close to or above the UN scale was stable over the last years and equal to about 50% of donors.  The number of countries which paid close, equal or above the UN scale were as follows:  In 2003, 67 (52%), in 2004, 58 (49%), in 2005, 51 (47%) and by 15 December 2006, 55 (52%). 

28. The historical level of contributions is an important benchmark used for developing the voluntary indicative scale of contributions (VISC). Over the last four years the majority of countries increased their payments, and only thirteen countries maintained their historical levels. Eight of them (62%) paid in accordance with the voluntary indicative scale of contributions (VISC) and five countries (38%) paid below the voluntary indicative scale of contributions (VISC). There were also three countries from the top 30 donors that paid below their historical level, and two other regular donor countries that have not made their contributions for the last two years.

29. Any other basis identified by a Member State could be summarized as follows:

Positive options:

(a) Countries that had not paid contributions in the previous year(s) start or resume payments. During the last four years 62 countries followed this option and started and/or resumed their contributions after a break;

(b) Countries that are currently making contributions below the voluntary indicative scale of contributions (VISC) increase their payments. During the last four years 82 countries increased their payments at least once bringing them closer to or above the voluntary indicative scale of contributions (VISC) and/or the UN scale;

(c) Countries that are already paying in accordance with the voluntary indicative scale of contributions (VISC), or the UN scale and even above it further increase their regular payments or make one time additional contribution to the Environment Fund. Over the last four years 19 countries increased their payments above the voluntary indicative scale of contributions (VISC) and/or the UN scale.

Negative options:

(a)
Countries decrease their contributions. Over the last four years 8 countries decreased their net contributions in US$ or national currencies including one country that decreased its payments more than once (not taking into account the fluctuations of the exchange rate);

(b) Countries discontinue, or have a break in contributions for at least one year. During the last four years 27 countries had a break in contributions for one year and 16 countries discontinued their contributions and did not resume their payments for more than one year, excluding 2006, as contributions continue to arrive;

(c) Countries do not make any contributions. The number of countries choosing this option is still relatively high as 44 of the United Nations Member States have not made any pledge/payment during the last four years.

IV. Voluntary indicative scale of contributions (VISC) for the next biennium 2008-2009. 

30. The current voluntary indicative scale was developed to cover the needs of the Environment Fund budget approved by the GC.23 for the biennium 2006-2007 (US$144 million). The voluntary indicative scale of contributions for the next biennium of 2008-2009 will be based on the same principles and all contributions will remain voluntary. The indicative scale is the tool for stimulating adequate contributions and all the relevant countries will be invited to pay in accordance with VISC or above it. The voluntary scale should be seen, not as a mechanism for setting up limits in payments but rather as an invitation to encourage all countries, especially the major donors, to continue increasing their contributions to the Environment Fund. 

31. There are many countries, including some major donors, which are paying below their highest contributions made in the1990s and even in 1970-1980s. The voluntary indicative scale is based on the historic levels of contributions and the UN scale and should not prevent such countries from increasing their contributions and/or making additional voluntary payments. Any funds in excess of the budget target will be transferred to the financial reserve to increase its level to US$20 million, as requested in paragraph 9 of decision GC.23/3.

32. The seventh special session of the Governing Council in Cartagena requested each Member State, prior to 1 January of each year, to inform UNEP of the contribution it intends to make that year and of the projected timing of that contribution (SSVII/1 paragraph 20). The meeting in Cartagena requested the countries also to make their contributions by 1 January of each calendar year, or as soon as possible thereafter. Unfortunately, only about 10% of pledges and payments are usually made before the start of a calendar year and some major pledges and payments arrive late in December. This is not sustainable and seriously undermines the efficiency in programme implementation. The voluntary indicative scale of contributions for 2008-2009 will re-emphasize the need to follow the Cartagena recommendations and will encourage the countries to make timely payments. 

_______________________
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