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Report of the African Ministerial Conference on the Environment consultative meeting on debt cancellation

Introduction

1. At the summit of the Group of Eight industrialized countries (G-8), held in Gleneagles, United Kingdom of Great Britain and Northern Ireland, from 6 to 8 July 2005, G-8 leaders decided to cancel $40 billion debt owed to the International Monetary Fund (IMF), the World Bank and the African Development Bank by selected African countries. The World Bank and IMF have recently endorsed that decision and are taking steps to implement it. With a view to broadening understanding of the G-8 decision among African ministers and enabling the concerned partners to discuss and map out a clear strategy of engagement, African ministers of environment, mainly from countries benefiting from the debt relief initiative, participated in a consultative meeting at the headquarters of the United Nations Environment Programme (UNEP) in Nairobi on Wednesday, 26 October 2005.

I. Opening of the meeting

2. Mr. Klaus Töpfer, Executive Director of UNEP, declared the meeting open at 10.30 a.m. 

A. Opening remarks

3. In his opening statement, the Executive Director explained that the purpose of the meeting was to explore linkages between debt cancellation and sustainable development, particularly its environment component, and to learn from those present how UNEP could best assist countries to make that linkage. The recent decision of G-8 leaders to cancel certain debts of selected countries would put significant additional funds at the disposal of those countries, without reducing existing aid flows.

B. Attendance

4. The meeting was attended by representatives of the following countries: Benin, Burkina Faso, Central African Republic, Congo, Côte d’Ivoire, Ethiopia, Gambia, Kenya, Madagascar, Mali, Mauritania, Nigeria, Senegal, Tunisia, Uganda, United Republic of Tanzania, Zambia and Zimbabwe. 

5. The meeting was also attended by representatives of the New Partnership for Africa’s Development (NEPAD), UNEP and the United Nations Human Settlements Programme (UN‑Habitat). The representative of the African Development Bank, because of changes that were under way in the Bank’s organizational structure, attended in an unofficial capacity.

C. Officers

6. The Executive Director acted as chair of the session, with Mr. Sekou Toure, Director of the UNEP Regional Office for Africa, acting as vice-chair.

D. Adoption of the agenda and programme of work

The participants adopted the following agenda on the basis of the provisional agenda prepared by the secretariat:

1.
Opening of the meeting: Welcome and introduction by Mr. Klaus Töpfer, Executive Director of UNEP.

2.
Perspectives on the G-8 debt cancellation initiative, including a presentation by Mr. Alain Lambert, UNEP/Global Environment Facility (GEF) National Coordinator for Brazil and UNEP/GEF Lead Advisor on conservation finance.

3.
Round-table ministerial discussion.

4.
Summary of round-table ministerial discussion.

5.
Closure of the meeting.

II. Perspectives on the G-8 debt cancellation initiative

7. Mr. Lambert gave a brief presentation on the use of debt swaps as a means of securing finance for sustainable development activities. He said that the use of such instruments had started nearly 20 years ago in Latin America as debt-for-land swaps, and had since expanded to encompass a range of debt-swapping mechanisms, including the so-called debt-for-nature swap, whereby the proceeds of the conversion are put into various types of environment funds.

8. Most opportunities for further swaps lay in debts that had been rescheduled at the Paris Club of sovereign creditors, which provided for a portion to be resold on international markets in exchange for specific activities on the part of the debtor Government. Such conversions would reduce rather than totally eliminate the debt concerned, and served to establish useful relationships between the debtor and the partner organizations involved in the transaction. Furthermore, the environment funds that had been established to hold the proceeds of such swaps could attract additional contributions from donors. Although most debt swaps of that sort had been undertaken in Latin America, some transactions had been undertaken in Africa and there was potential for many more.

9. The representative of UN-Habitat said that his Programme had collaborated with the Kenyan Government and UNEP in an initiative aimed at poor people involving the exchange of debt for land. The initiative was regarded as a sustainable means of addressing poverty in Kenya and a potential model for similar activities. 

10. The representative of the African Development Bank said that, as the Bank was currently undergoing reorganization, he was not mandated to speak on its behalf, but assured representatives that the issue of debt relief would be on its future agenda. 

III. Round-table ministerial discussion

11. The issue of debt cancellation and other debt-related matters, with particular reference to their environmental implications, prompted a wide-ranging discussion with contributions from most of the representatives. The debt cancellation initiative was broadly welcomed, and it was recognized that the initiative presented considerable opportunities for the African continent. Certain reservations were expressed, however; some representatives were concerned, for example, that the initiative targeted certain countries and excluded others, and not all were convinced that debt cancellation would liberate equivalent financial benefits at the national level. 

12. Some representatives described experiences in their own countries whereby debt‑for‑nature swaps or similar financial mechanisms had been used to develop environmental projects that also contributed to poverty alleviation. If successful, such projects often attracted further projects and funding. The importance of project development at the subregional level was recognized, given that many ecosystems traversed national boundaries. 

13. Several representatives stressed the interconnectivity of the environment and other indicators of well-being, including health, education, economic growth and infrastructure development. That created its own problems, however, as countries tended to budget for investment in those activities that were most easily quantified, such as building hospitals, schools and roads, while viewing environmental considerations as cross-cutting. Such an approach failed to give due recognition to the fact that investment in the environment, such as mitigation measures to counteract reservoir siltation resulting from deforestation, could produce considerable returns and reduce budgetary expenditure arising out of inadequate care for the environment. Many countries failed to internalize such negative externalities, leading to underestimation of the true cost of development activities. 

14. In view of the evident importance of mainstreaming the environment in national planning processes, most representatives expressed regret that the environment was given insufficient attention in their countries’ budgets and poverty reduction strategy papers. It was essential to raise awareness of the need to protect the environment, so that ministers of finance and other government officials became fully aware of the economic benefits of giving proactive attention to environmental matters. In order to achieve that goal, innovative ways would have to be found of developing environment indicators and presenting environmental benefits in monetary terms, including the real effect on a country’s gross national product of neglecting, or accommodating, the environment component. Some representatives did, however, point out that the environment was attaining greater prominence in updates of their country’s poverty reduction strategy papers.

15. Some representatives mentioned the linkage between debt relief and other international initiatives, including the Bali Strategic Plan for Technology Support and Capacity-Building and the Heavily Indebted Poor Country Initiative. There was some discussion on how the debt relief issue could be incorporated into the agenda of forthcoming meetings, including the meeting of the African Ministerial Conference on the Environment (AMCEN) in May 2006, and how best to move forward in the meantime.

16. Attention was drawn to the modalities for gaining access to the funds available under debt relief, and ways of building the capacity to use those funds effectively. Several representatives mentioned capacity-building workshops; others were of the opinion that national training through the implementation of actual projects constituted a better use of resources.

17. It was generally agreed that debt relief offered opportunities at the national and subregional levels to mainstream the environment and construct projects that recognized the environment as an asset that could contribute significantly to national and subregional development, but in order to take advantage of these opportunities considerable progress would have to be made in information dissemination, capacity-building, technical support and coordination of activities. UNEP and others could offer assistance in that process, but ultimately the battle for the environment would be fought at the national level.

IV. Summary of round-table ministerial discussion

18. In summarizing the round-table discussion, Mr. Toure recalled that the aim of the discussion had been to consider how the environment sector could benefit from the G-8 debt cancellation decision. He further recalled a number of key questions, namely: 

(a)
What implications the G-8 decision had for the work of environment ministers;
(b)
How environment ministers could influence the implementation process of the G-8 decision to ensure that the environment was taken into account;
(c)
What environment ministers should do within their countries to influence the implementation process to benefit the environment sector; and 
(d)
How UNEP could assist in that process.
19. He recalled that the participants at the meeting had reported on useful experiences relating to debt for sustainable development in Latin America, Africa and other areas around the world. He listed the following key recommendations arising out of the discussion:

(a) Governments should be advised about the initiative;

(b) Ecosystems valuation should be strengthened;

(c) Other countries such as Kenya should be integrated into the process; 

(d) Existing experiences should be shared;

(e) The UNEP Poverty and Environment Programme should be expanded to countries benefiting from the Debt Cancellation Initiative;
(f) UNEP should act as a think‑tank for the initiative;

(g) UNEP should develop a capacity-building programme on the initiative in the context of the Bali Strategic Plan for Technology Support and Capacity-building;

(h) Partnership should be forged between AMCEN, UN-Habitat and UNEP; and

(i) Other partnerships should be developed.

20. In addition, participants at the meeting concluded that UNEP should be requested to provide assistance in the following areas:
(a)
Conducting workshops at the country level to brief relevant stakeholders on the initiative;

(b)
Integrating the environment into poverty reduction strategy papers and other national development processes;
(c)
Putting in place mechanisms for debt cancellation initiatives at the country level;

(d)
Convincing ministers for finance of the need to participate in the initiative;

(e)
Keeping ministers informed of development on the initiative;

(f)
Triggering discussions on the initiative at international level, engaging G-8 and those responsible for implementing the G-8 decision;
(g)
Developing a strategy to enable countries to access resources;
(h) Developing projects and programmes in the context of the initiative;
(i)
Preparing a framework document on methodologies and modalities under the initiative;
(j)
Requesting the Executive Director to call for a meeting to discuss the initiative, to be attended by representatives of the World Bank, the African Development Bank and the countries involved;
(k)
Requesting the Executive Director to meet the President of the African Development Bank to discuss the issue;
(l)
Promoting the joint efforts of the African Development Bank and UNEP to implement the initiative;
(m)
Requesting the African Development Bank to facilitate a meeting of environment ministers, ministers for finance and planning and UNEP.

(n)
Working with the African Union and AMCEN on a possible briefing for heads of State, subregional organizations and economic communities;
(o)
Developing a case study in cooperation with UN-Habitat and the African Development Bank to showcase experiences and possibilities;
(p)
Preparing a follow-up strategy to be implemented by the participating countries and partners; and
(q)
Working towards making the initiative formal UNEP initiative through the UNEP Governing Council.
21. Mr. Lambert provided some clarification on certain technical aspects of the discussions, focusing in particular on the practical steps that should be taken to initiate a debt-for-sustainable-development swap. In order to maximize access to resources, there was a need to bundle the use of debt swaps with other mechanisms such as exploitation of biorights or trade in carbon credits. Numerous options were available, with potentially considerable rewards, but they were often very complex to execute. Countries wishing to undertake such activities therefore needed to devote staff and resources and call on UNEP for support in that area. African countries had much to gain from developing expertise in the fields of environment economics and environment law. Extensive learning material was available at the website www.conservationfinance.org.

22. On the question of next steps, it was agreed that engaging heads of State immediately would be premature. There was a need to develop ideas further prior to the next meeting of AMCEN. It was decided that UNEP would develop a strategy paper on the way forward, in consultation with AMCEN, the African Development Bank and other relevant parties. The Chair urged countries to identify individuals within their ministries who would be the designated contact points for that process. The strategy paper could form the basis for further discussion of the issues at upcoming meetings. 

V. Closure of the meeting

23. Following the customary exchange of courtesies, the Chair declared the meeting closed at 4.30 p.m. on Wednesday, 26 October 2005.

___________________
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