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Report to the Executive Secretary  

This report has been prepared between November 2005 and February 2006. The Basel Convention Secretariat is not an implementing agency in itself but the Executive Secretary is responsible for overseeing and supporting the 14 regional and co-ordination centres established under the COP for the design and implementation of projects. Centres of this Basel Convention Operational Network (BCON) are independent non-for-profit institutions, each with their own rules, systems and procedures. Whilst this has so far been sufficient for the Centres themselves, there has been an increasing need for guidelines, policies and procedures for operation of the network as a whole. In addition, as Centres move to greater independence from their host organisations, there will be an increasing need for support and guidance in the building of management systems and procedures more appropriate for non-for-profit institutions. Whilst it is the Executive Secretary that has taken the initiative to address this need, the result can only be achieved through a collaborative process involving the Secretariat and all Centres. 

Policy questions on structures, procedures, responsibilities and authorities are raised throughout this report and recommendations made, particularly in the three main sections on the strategic view, on improving effectiveness of the BCON and on improving effectiveness of individual Centres. Ten annexes are included on more detailed treatment of issues raised in the main body of the report. Many of the issues addressed do not have one single correct solution and individual staff members and Centres will have their own views and preferences. When the components of this report have been discussed and further work undertaken, it should be suitably modified and structured in such a way as to constitute the main components of  BCON Operational Guidelines, Rules and Procedures, which should be made available (through the Basel intranet)t to all staff of all Centres and the Secretariat. 

Mike Cockerell – Consultant Feb 2006
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1. Executive Summary: 

Basel Convention Regional and Co-ordination Centres (abbreviated in this report as BCRCs) were established under the COP to assist Parties in less developed countries and countries in transition. The focus of the assistance was addressing regional and national weaknesses in implementing the Convention, through designing, marketing and undertaking projects. To date, building that project base  has generally been slow.

This report provides recommendations for improving the effectiveness of the Basel Convention Operational Network (BCON) and of individual BCRCs which constitute the network. Improvements in BCON operation is a shared responsibility of all offices but individual BCRCs are independent legal entities and management of their internal affairs is their own individual responsibility. However, the Executive Secretary has a responsibility to oversee the activities of BCON and a duty to provide guidance and support to those Centres that need and want it and this report responds directly to this. The report is complemented by ten annexes which address key issues.

Strategic considerations: A prerequisite for improving the effectiveness and resultant impact of the BCON is that an irresistible case for its work is made and carefully presented to agencies that are capable of financing it. This involves detailed attention to the crafting of promotional materials and to the structure and presentation of the programme/budget of the BCON. It also involves the recognition by governments that managing hazardous waste is a high priority in their development programmes, so that in turn, Centres can demonstrate in project proposals that the minimisation and management of hazardous waste is central to poverty reduction, health, clean water and the other main priority themes of developing countries and countries in transition. Once this is achieved, introducing the more systematic improvements to the operation of the BCON will be even more important, for ensuring that the increasing workload can be effectively managed. Throughout the report, the fundamental difference between an institution financed through assessed contributions and one financed largely through project funding is stressed in terms of increased complexity and risk in governance, financial performance, budget preparation, approval and tracking etc.

Improving BCON effectiveness: The Executive Secretary is responsible to the COP for implementing the agreed Programme within the approved budget. Thus, the Executive Secretary is obliged to establish and maintain systems and procedures for ensuring satisfactory oversight of the ways in which Centres of the BCON are performing.
 Recommendations are made for changes to the way in which the Programme is assembled and presented, in particular with an improved consolidation of the activities of the BCRCs, and with a matrix structure in which the main substantive themes are presented for execution by the 15 offices of the Convention. Recommendations are also made for providing more information on the budget presented to the COP,  particularly to better illustrate the participation of the BCRCs. 

It was always intended that BCRCs be largely project based and the project process is therefore discussed in detail, with recommendations made for improvements. It is important that project formulation and approval, marketing, management and reporting by different Centres be co-ordinated, in the interests of efficiency and quality control. This is particularly important for maintaining the image and reputation of the Convention and for gaining and ensuring the continued support of financing agencies.

 Maintaining an overview of the BCON’s current and projected financial situation, in such a way that the Executive Secretary can require corrective action in the case of financial difficulties in a particular Centre, demands carefully designed systems for regular financial reporting, and for income and expenditure projection. These systems are described and recommendations made for their final design and introduction. It is also recommended that the SBC should issue quarterly management reports to all Centres, providing essential news on progress and on the current and projected financial situation of the BCON and its constituent parts.

 There is intense competition for financing regional and national projects, poverty reduction, clean water, health, education and humanitarian relief being considerably more appealing at present than environmental issues. Raising additional funds for project operations, whether for implementation by the Secretariat or Centres, demands a highly professional and carefully co-ordinated approach. Recommendations are made for the establishment of a Resource Mobilisation Plan and systems for approving new projects, marketing new projects, tracking progress on donor negotiations and projecting income. A new Resource Mobilisation Committee is also recommended for overseeing plan implementation. An Annex on resource mobilisation principles is included.

Providing support and guidance to individual Centres:  Independent governance of non-for-profit organisations is of critical importance, and as BCRCs move further towards becoming autonomous institutions with their own legal personalities, there will be an increasing need for independent governance. Different Centres see the importance of governance in different ways and have approached it in different ways. The issue of governance is discussed in some detail and recommendations made for ensuring independent fiduciary responsibility.

Sound management of finance and administration is very often an afterthought in the establishment of non-for-profit organisations, simply because the emphasis of the staff is initially on substantive outputs. Most Centres have been established under the wing of other organisations, such as universities, research institutes or even departments of government. With the gradual move to becoming independent, it is essential that the appropriate management, administrative and entrepreneurial skills be developed and in this, SBC must play an important role. 

Generic Staff Rules and Conditions of Service are presented in draft form in Annexes, for consideration by Centres. It is expected that most Centres will prefer to continue using the rules of their hosting institution, particularly if that hosting institution is continuing to provide financial and administrative services to the Centre. However, where the Centre breaks away from this host institution and really exercises its status as autonomous independent legal entities under the Convention, the generic rules provided by SBC should normally be adopted after suitable adaptation to the local situation. Annexes are also included to provide draft standard contracts for consultants and consultant firms. 

BCRCs all manage their finances in different ways, although those that have benefited from significant support from the BD trust Fund have of necessity adopted the UNEP chart of account and reporting systems and procedures. It is recommended that these be adopted by all Centres as they are good tried and tested systems. Draft Financial Rules and Procedures are presented in the Annex. They are not comprehensive but present what is considered to be the main elements that will be required by the new NGO.

Recommendations are made for how indirect costs should be calculated, reduced, accounted and passed on to agencies financing projects. If the competence of BCRCs to manage their finances is built up, donors may be persuaded to contract directly with BCRCs, so reducing these indirect costs by 13%, which is currently retained by the UN for management of the Technical Co-operation Trust Fund. The critical and difficult issue of building reserves is also addressed, in that it is almost impossible to operate an NGO without reserves and yet, few agencies will approve the taxing of activities that they finance, to build them. Time management is also briefly discussed. Time is the most expensive commodity of service organisations such as BCRCs, and must be accounted for. Whilst this concept is difficult for many organisations to understand, it is all too well understood in the world of auditing, law, accountancy and consulting and it is strongly recommended that BCRCs ensure that staff time is accurately costed in project proposals and that it is suitably billed to the projects as they are implemented.

This Executive Summary will be read more widely than the full report. The final section of the report is brief and important and is therefore reproduced in its entirety as follows:  

Recognising that the Secretariat was not an implementing agency, the COP decided that a network of Basel regional centres was needed to help parties and other institutions in the less developed world and countries in transition, to address hazardous waste management challenges, through designing implementing projects. It was assumed that these operations would be financed by a variety of sources, including development assistance agencies. That network of independent Centres now has considerable potential for achieving its mandate but it also constitutes a considerable risk. Most Centres are or will soon be independent non-for-profit institutions, with no financial reserves and limited institutional experience in designing and managing regional projects. In addition, critical issues such as fiduciary responsibility and independent oversight have not been accorded due attention. This latter is in large part due to the costs of bringing regional governing bodies together once or preferably twice per year.

It is recommended that:

All Centres review their governance structures with a view to enduring the necessary independent programme and fiduciary oversight;

Centres seek to ensure that financial provisions are made in their budgets to allow for annual and if possible biannual meetings of their governing bodies. In addition, they should seek funds to enable the director to visit the Secretariat for annual meetings of the BCON once per year. It is possible that the Secretariat may have to assist Centres in obtaining these funds if they cannot be allocated from the respective regions;

Budget provision be made for the Executive Secretary to attend the governing body or steering committee meetings of individual Centres;

Bureau be required to ensure annual oversight of the Centres’ programmes and budgets, based on reports prepared by the Executive Secretary. Two meetings will be required per year, in November/December for the approval of the BCRC budgets and programmes and in April/May to review programme implementation for the previous year, to receive the auditors reports and decide on any necessary actions. In addition, the Bureau would be required to review the approve policies and procedures for the BCON as a whole; 

The Executive Secretary be required to ensure that appropriate overview of the programme and finances of the Centres is maintained, as discussed in the text of this report, and to ensure suitable capacity building support is made available to Centres for the application of necessary systems, procedures and rules relevant to the operation of the BCON and to the management and administration of individual Centres.  These two requirements should be carefully budgeted and the necessary finances approved.
INTRODUCTION & perspective

This report discusses and provides recommendations on the way in which the various offices of the Convention work together on designing, managing and implementing the Programme of the Convention. The bulk of the report is presented in two main chapters and their associated ten annexes, chapter 4 relating to the way in which the BCON operates and chapter 5 to the way in which individual Centres operate. The distinction is important for whilst on the one hand, inter-office collaboration and co-ordination cannot work without agreed rules and procedures, the management and administration of each individual Centre is primarily the business of the individual Centre. Guidelines, rules and procedures can therefore be suggested and made available but the extent to which they are adopted is the decision of each Centre and its respective governing body. Inevitably there is overlap between issues in each of these chapters. For example, guidelines for mobilising resources will be applicable for both. These overlaps will eventually be addressed once this initial draft report has been discussed. Throughout this report,” Programme” denotes the programme approved by the COP.

The Basel Convention Conference of Parties decided in the early days of the Convention, that Regional Centres should be established to supplement the work of the Secretariat. A number of governments expressed interest in hosting such Regional Centres and in providing the necessary basic financial support to facilitate their operation. Over the years, fledgling Regional Centres were established and framework agreements were drawn up for signature by the Executive Secretary and respective governments. Framework Agreements require that Centres be “Autonomous with their own legal personality”, so whilst in most countries the early forms of the Regional Centres were very much part of, or strongly attached to government, the clear intent was that Centres would as rapidly as possible become separate legal entities. As such, they would need clear structures for governance and appropriate rules, regulations and procedures under which to operate. At the beginning of 2006, framework agreements have been signed for 8 of the 14 Centres.

The objective of setting up the regional structure was to increase the overall effectiveness of the Convention through providing strong regional response to the challenges faced in each region. Centres were thus conceived as integral components of the Convention’s global operation rather than isolated entities and success in implementing the Convention’s Programme would always depend very much on the way in which Centres were able to work in concert with the Secretariat and with each other.

The offices of the Basel Convention form a unique global resource for better achieving the aims of the Convention. The basic strategy is that Regional Centres assist the countries in their regions to achieve greater success in the sound minimisation and management of hazardous waste, largely through training and transfer of know-how, but also through the regional application of global programmes on themes of critical importance such as e-waste. Centres aim to supplement the activities of governments through the design and implementation of projects of particular importance in the region and which government(s) may not be well suited to undertake.

To date, in spite of impressive programmes of certain Centres, the overall impact of the BCON (Basel Convention Operational Network) has been modest due to a combination of factors. First, the SBC has had limited financial resources with which to provide the capacity building support necessary to accelerate the development of the various Centres and their programmes. Second, Centres have been slow in becoming “autonomous with their own legal entity” and therefore adopting a suitable institutional structure and image for programme implementation. Third, they have been slow to develop coherent and fundable programmes. Fourth, there has been a shortage of financial support to enable them to develop. 

In 2005, the Executive Secretary decided that the overall operational effectiveness and impact of the BCON must be improved, following careful review of the current situation, through the following actions:

1. The BC Programme should be re-structured to achieve better integration of BCRCs within and throughout the Convention’s Programme; 

2. Operational guidelines, systems and procedures should be developed through a suitable consultation process and introduced with the object of achieving a more effective overall operation in which individual offices work as part of a single, co-ordinated operation; 

3. Guidance should be made available to individual BCRCs on operational and managerial structures and systems, rules, regulations and procedures, as they move towards independence. 

It is clear that these sorts of changes cannot be effected just through the issuing of a report. Such fundamental changes will take time. They must be thoroughly discussed with directors of Centres and with staff and appropriate assistance must be provided to Centres in putting the recommendations into effect. This will require an initial meeting of BCRC and SBC managers followed by on-site workshops and training at each individual BCRC, where necessary adapting generic rules and procedures to the local situation. 
There was never a strict template for what a BCRC should look like, so that countries that were to host Centres developed the structure and legal base, working with the SBC but generally following local practice. The result is that Centres differ greatly in their structure, legal base, capacity, potential and outreach. Some have been able to develop substantial programmes, whilst others have not. The development of this network has been hampered through a lack of financial resources with which the SBC could provide the required institutional capacity building support and with which the particular Centres could ensure adequate growth and development. Nevertheless, through the efforts and determination of the governments and the SBC, this BCON now exists and it is timely that its operations now be analysed with a view to identifying how its overall effectiveness can be improved. 

When the UN establishes a new office, department or convention, it prepares in a very deliberate and thorough way. Independent non-for-profit institutions tend to be formed around a few individuals without any formal rules, regulations or procedures. As they expand, efficiency demands that the tools needed for effective operation are developed, but there is nevertheless a great deal of learning-by-doing. It is thus important for BCRCs to move ahead, without the feeling that all the systems and rules have to be in place before anything can be done. In most cases, this simply means continuing with existing structures, systems and procedures until new ones can be gradually brought on-line.

Some organisations put a great deal of emphasis on standard forms which have to be completed and submitted to the central co-ordinating body for virtually any action. This approach can lead to a very mechanical approach to communicating and stifle the action of thinking-through what is really required, so standard forms have been minimised in this report. 

2. Strategic view

In improving operational effectiveness of the BCON, whilst it is clear that systems, procedures, rules and regulations must be given due attention, other factors are also very important. Lack of income for financing the operations has been and continues to be a major problem. There is intense competition for financial resources these days. In the case of less developed countries and countries in transition, whilst environment is important, poverty reduction, health, water, education, democracy and human rights are invariably accorded even higher priority. In attracting additional financial support, four issues must be addressed in parallel with improving the mechanics BCON operations. These are:

1. The Convention must have a very well crafted “unique selling proposition”, a brief statement which shows why hazardous waste management is so important, particularly in poverty alleviation and health, and why the BCON is uniquely placed to address the key challenges in this area;

2. In ensuring that the case for the Convention’s work is appropriately presented, it is important that the BCON pay due attention to “branding”, the adoption and use of an agreed “house style” by all Centres that work under the Basel logo, so that Parties and potential donors alike see a single closely co-ordinated and strong organisation. This applies to all documentation and presentational materials;

3. Financing agencies that support work in less developed countries and countries in transition work within national frameworks. In soliciting their support, it is vital that programmes and individual projects are presented as responding to the stated priorities of national plans and particularly PRSPs (Poverty Reduction Strategy Papers). That in turn will require that hazardous waste minimisation and management is stressed in these documents as being of high priority;

4. There must be complete clarity on what the BCON and its constituent parts wish to do and how much this will cost, presented in the form of a very persuasive programme document with comprehensive budget included. 

In the absence of these, attention to resource mobilisation, financial management, human resources development etc, will simply not deliver the desired results.

It is certainly true however that once these have been addressed, the structure of the BCON has to be capable of managing the financial resources that would hopefully result, so that the careful strengthening of the institutional systems, procedures, rules and regulations is extremely important.

The lack of high quality project proposals has been another reason for the slow expansion of the operational programme and it is recommended that the formal adoption of a matrix format for the Programme be considered, with a limited number of themes, each backed up with comprehensive project proposals. Such proposals should be used to acquire funds for BCON implementation but will also be used by individual Centres as a basis for their own project proposals and as a basis for presenting the overall BCON to potential financing agencies. Fig 1 shows such a matrix and stresses the importance of the training curriculum. It is of course for illustrative purposes only at this stage.
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3. IMPROVING bcon EFFECTIVENESS 

3.1. BCON coordination & oversight

Leading and co-ordinating the activities of a global operational network of institutions working under the same logo but all legally independent is a considerable challenge. It seems clear that the Executive Secretary is responsible to the COP for activities carried out in the name of the Convention and for ensuring the good reputation of the Convention. Therefore, It is essential that the Executive Secretary has good and constant oversight of what is happening in the BCON and the means to require that corrective action is taken where necessary. This means that good reporting and analysis systems must be in place and in full operation for:

· Approving and tracking progress on the development of all new projects;

· Co-ordinating approaches to and negotiation with agencies that might finance those projects;

· Understanding and presenting the financial situation, in terms of:

· Income and expenditure to date;

· Deviation from the approved budget;

· Cash flow projection through the current year;

· Projected year-end situation, with full details of income projections;

· Estimates of income and expenditure for the following year;

· Maintaining constant overview of Programme implementation. 

· Maintaining oversight of reporting to donors.

 Only through this oversight can the Executive Secretary exercise appropriate controls to address emerging financial problems, non-delivery of promised outputs and avoid multiple confused approaches to the same donor from different parts of the BCON, all of which impact on the overall standing of the Convention. The various mechanisms necessary for achieving this oversight are discussed in appropriate places throughout this report but it is important to draw these points together in this initial discussion of co-ordination.

In general, the core funding provided to individual Centres by host governments is sufficient for only the very minimum level of working so that operational aspects of their programmes must be financed through raising additional funds. SBC must therefore clarify with each Centre the resource mobilisation plans for raising the additional funds required. There are only a relatively small number of potential sources of financial support, so close co-ordination is essential and the resource mobilisation plans must be implemented, monitored, reported on and adjusted on a continuing basis through the year (see section 4.5.2 and 4.5.3). SCB will be looking for synergies and linkages in the sub-programmes of different Centres and will indeed be presenting programme and project proposals to potential partners/donors, on behalf of the network and on behalf of individual Centres. 

Adequate substantive and financial reporting to donor agencies is of course normally a contractual obligation so that if a Centre is executing a project or a component of a programme, it must report in a timely way. But if it does not, or if the quality of the reporting is inadequate, the reputation of the entire network may be threatened so that SBC must inevitably play a role in monitoring the reporting and where necessary consolidating reports from different Centres into one report. 

Although Centres are independent legal entities and SCB is thus not in any way responsible for underwriting any debts that might result, failure of any one Centre will inevitably reflect badly on the overall network so that it is important that SBC maintains a sufficient overview of the emerging financial situation through any year, to be able to require timely corrective action at any Centre in the event of projected financial difficulties.  Indeed, the COP and its subsidiary bodies should be extremely interested in this regular financial overview. 

It is also important that SBC issues regular reports to the BCON on what is happening in the network in both programmatic and financial terms so as to engender an attitude of being part of an important global operation and enhance the BCON’s ability to expand and increase its overall effectiveness. 

3.2. Preparation of Programme and Budget

3.2.1. Programme

Currently the Programme of the Convention is designed by the SBC, taking account of the Business Plans prepared by the BCRCs. The Programme is necessarily a framework rather than a detailed work-plan and the COP approves it on a two yearly basis. Whilst this process has worked well in the past, it is considered to be inadequate for an operational network of organisation that raises a significant proportion of its budget through programme and project proposals submitted to independent financing bodies, particularly as the majority of Centres in that network have virtually no financial reserves. It is therefore proposed that the more detailed proposed activities of the BCON are described in an annual programme document that is approved by the Bureau immediately before the start of the year in question. This is discussed in more detail in the next section and in section 5.1.1 and 5.1.2.) There is a need for clear terminology on this, and if none already exists, it is proposed that this annual work programme be termed the Annual Budget.

The consolidation of business plans of the BCRCs into the Programme has in the past been somewhat hampered by the wide variations in structure and content of the business plans, and it is suggested that with the re-structuring of the Convention’s Programme, a new approach is adopted whereby Regional Centres develop their individual programme frameworks (or business plans) very much in conformity with a programme template that is established by the SBC in consultation with the Centres.  SBC’s task of consolidating the various programme elements into the overall Programme document submitted every two years to the COP for its approval, is thus very much simplified and the structure and strength of the Convention’s Programme is hopefully substantially improved. 

The Programme document describes the challenge faced by the Convention, in terms of the growing threat of hazardous waste, and presents the logical programme response. It is suggested that this be presented in the form of no more than a dozen interdependent themes, starting with training and capacity building, moving to knowledge management and then to the themes of E-Waste, POPs and so on. The Programme may be presented as a matrix as suggested in Fig 1, with the themes as one dimension and the SBC and Centres as the other dimension. Not all Centres will be involved in all themes and some Centres may have additional programme elements outside of the main themes, but the themes will nevertheless be presented as the key strengths of the Convention.

This document must be easy to understand and interesting to read. It must be presented in such a way as to capture the attention of the development assistance community, and should therefore be in a style and structure that aligns with their interests. The main interest of this community is at present the relief of poverty and however fascinating the Convention’s operational programme is, if it is not seen to address poverty, mobilising resources will be even more difficult. Linkages with other recognised priorities such as clean water, and human health will also be important.

3.2.2. Budget

Following the arguments presented above, it is clear that the allocation of the assessed contributions and the use of the Basel Convention Trust Fund can be carefully and accurately budgeted on a two yearly basis, with an expectation of close adherence to that approved budget. But it is also clear that the additional activities financed from other sources – the more operational side of the Convention’s Programme - cannot be. It is suggested that best estimates of additional, project related income and expenditure be taken account of in the budget submitted to the COP, so that the picture presented is the total Programme and budget, rather than that relating to the assessed contributions. It is important though that a clear distinction be made between those components that are securely funded, for example through the assessed contributions and host government contributions to BCRCs, and those that are more speculative. 

The BCON budget presentation should provide detail on the planned expenditures in different programmes, projects, Centres and budget lines. It is suggested that the format that has been used to date only provides part of the information that is needed for a clear overview of projected income and expenditure, against which the real income and expenditure can be reported as the year in question advances. It is therefore recommended that additional tables be included in the budget presentation in order to provide at a glance the essential information on income and expenditure of all the Convention’s offices, together with the main expenditure budget lines. 

Table 1, which is included for convenience right at the end of the report before the annexes, presents a possible overview table that would supplement the current presentation. It shows the various offices of the BCON in vertical columns, and the expenditures and income in the horizontal rows. This table can be presented as the “Budget Overview” for approval immediately before the start of the year in question and would then be supplemented through the year with tables of the same structure that would present the latest “Estimated Income and Expenditure”. The picture would thus change considerably as new income is received, as the projected expenditures of different programmes are modified and as the overall structure is refined. There would be a need for additional tables showing the variance from the approved annual budget. 

The first block shows the estimated expenditures, the second block the estimated income, and the third the projected year-end surplus. Two main categories of expenditure and income are recorded, i.e. core and project. Core is considered to be that component of expenditure related to those costs that are more or less fixed, at least in the short to medium term, which includes the costs of the official establishment (the long-term staff posts) and related office operating expenses. Project expenditure is generally not incurred unless and until there is corresponding project income and staff or consultants engaged on project work are not regarded as part of the formal long-term establishment. 

In the first block therefore, project expenditure generally agrees with project income but there may be exceptions to this. For example, if the first phase of a project is ending and the funds for the subsequent phase are not entirely secured, there may be a decision to maintain expenditure above estimated income, on the assumption that negotiations for the new income will be successfully completed in the near future. It should be noted that where a project is funded for a period that extends beyond the end of the current year, only that part of the income that will be spent in the current year will be recorded as income in that year, so that project related cash surpluses would not appear in the table. 

As stated above, this form of table should be used for two purposes, presenting an overview of the budget and presenting the overview of latest estimates, for use throughout the year in tracking the BCON’s financial situation. The table shown is for the latter and small changes would be needed in using this format as a budget. In particular, the COP or the Bureau will require a balanced budget so that at the bottom of block 2 (Income estimates) would be two additional rows labelled “To be acquired – Core”, and “To be acquired – Project”. Section 3 (Projected year-end surplus) would then have no negatives. It is a small point but these sorts of things should be carefully considered by the SBC Finance Unit in finalising the presentation of this table. Surpluses are of course possible and desirable and are carried forward to the following year. It is important to note that a surplus in one column can only rarely be netted off with a deficit in another, so that the “still to be acquired” row is to be kept constantly under review by management.

This budget overview would be an output from the financial management model used by the SBC and included by SBC in its monthly Management Report (see section 4.4).

It is important that the budget be assembled to reflect the real costs of the Programme and the many different sub-elements, rather than using nominal figures. Each proposed activity should be described and costed so that all managers are in a position to defend their programme and budget in all respects. In certain cases, it may be preferable to assemble a budget in reverse, basing it on what the market will bear and designing the programme to fit the projected income. 

Few independent non-for-profit institutions enjoy the luxury of being able to start any year with confirmed income and reserves sufficient to see them through the year, so that budgets represent the best estimate of income and expenditure for the year, based on a number of assumptions that must be clearly stated. For example, the anticipated expenditure for a particular Centre for the coming year may be comprised of the following:

1. The basic core expenditure of the Centre, comprising the remuneration of the key staff and the basic office costs, covered by the host government following the Framework Agreement between the government and SBC – 100% sure;

2. The costs of two workshops, covered by the Convention’s Technical Co-operation Trust Fund – 100% sure;

3. Research project A, supported by a prominent bi-lateral agency, – 70% sure;

4. POPS research programme, under discussion with the major multilateral agency, € 100,000, 60% sure, with starting date estimated at mid-year;

5. Other key activities already planned and under negotiation, supported by an assortment of potential funding bodies with various probabilities that the funding will ultimately be received, - $ 250,000 at an average of 40% probability of funds being received by mid point of the year. 

Expenditure on these additional project activities will not be started until the income is received, but best estimates of income and expenditure must be included in the budget, with suitable caveats. Unfortunately, this picture for the coming year often only clarifies well towards the end of the current year and the approved biennial budget approved by the COP will need to be supplemented by a more accurate adjusted budget for the coming year. It is therefore suggested that, based on the approved biennial budget, an adjusted annual budget is drawn up for approval late in the preceding year, based on the latest income projections for the additional project activities and aligned with the Annual Programme discussed in the previous section. Once finally approved, this annual adjusted budget is set in concrete, and the financial performance of the different offices of the BCON are then monitored against that budget through the year in question, with “latest estimates of income and expenditure” being presented periodically to show the variances between what was approved and what is being achieved. Variances must of course be justified. As normal, the Executive Secretary will be required to closely monitor performance against approved budget through each year.

The approval process for this annual consolidated budget is not straightforward. The COP is responsible for all activities that take place in the 15 separate bodies serving the convention and the Executive Secretary is responsible for leadership and co-ordination. Independent centres may have their own governing bodies, established under national legislation and those bodies will normally be responsible for approving programme and budget on an annual basis. The SBC will be very much involved in this programme and budget process and the Executive Secretary will normally have a seat on the respective governing bodies of the Centres. Once the programmes and budgets of the individual Centres are approved by the respective governing bodies, the consolidated Annual Programme and Budget can be assembled by the SBC for final approval by the COP or its designated body, presumably the Bureau but alternatively the Executive Secretary, provided it is clear that the Annual Programme and Budget are within the approved biennial Programme. If delegated to the former, then approval through email may be thought to be the most appropriate mechanism. 

Reporting to the respective governing bodies on performance achieved should also be on an annual basis, although the timing of this approval will be dependent on the annual auditor’s reports for the different Centres. The month of May would typically provide sufficient time for all reports to be received by the Executive Secretary.    

3.3. THE PROJECT PROCESS

3.3.1. The Project Process or Cycle

The classic project cycle is circular and has the following steps:

· Identifying key issues that need to be addressed through projects, usually within the framework of the approved Programme.

· Approving project preparation work

· Planning the project

· Preparing the project proposal

· Marketing the project and acquiring the necessary financial resources

· Implementing the project

· Evaluating the project 

· Identifying further key issues that need to be addressed, etc…

There are of course many other elements, involving such things as review and approval of the proposal, setting up an agreed resource mobilisation plan, reporting, etc. but the above are the main blocks.

3.3.2. The Programme Framework

The Basel Convention Programme, approved by the COP, provides a two-year framework for operation. The Executive Secretary is required to implement that Programme within the approved budget, ensuring that the various components not covered by assessed contributions are suitably developed, marketed, financed and implemented as appropriate. That requirement extends not only to the activities of the SBC but also to the Centres.

BCRCs are not however part of the Secretariat so that although the Executive Secretary is responsible to the COP for guiding, co-ordinating and providing oversight for the programmes of Regional Centres, she/he is not strictly responsible for their financial performance. This somewhat awkward situation necessitates clear definition of programmatic frameworks for each BCRC and close collaboration between SBC and the respective BCRCs on the development and execution of projects within those frameworks, as each year in question progresses.

3.3.3. Approving Project Preparation Work

Project and programme development is expensive and before staff time is committed to developing a particular proposal, authorisation should be required. For SBC activities, Executive Secretary approval should be required before resources are committed to project development, but in BCRCs, authorisation should be from the heads of the Centre in question. A request to develop a new initiative should be accompanied by a brief concept note outlining the idea, the projected cost of the preparation work, the likely budget of the eventual project and the probable source(s) of financing. As a general guideline, project development costs should not exceed 4% of the eventual budget. In the sort of work in which BCRCs are engaged, there may well be exceptions to this, particularly as the boundaries between initial discussions, programme development and programme execution are not always clear. The Executive Secretary or head of the respective Centre will then consult, decide whether the preparation work should be approved, who should do it, how it should be financed and how it should be reviewed once developed. He/she may also decide that the funds allocated for the preparation work be reimbursed by the project if and when it is ultimately financed.

The decision by the head of a Centre to move ahead with the development of a new proposal should be communicated to the Executive Secretary, together with brief details on which part of the Programme framework this work responds to, the anticipated budget, timescale and probable sources of funding. In this way, the Secretariat will be able to maintain a suitable overview of programme and project development throughout the BCON, ensure that potential synergies are exploited, duplication avoided and assistance provided where necessary. 

3.3.4. Project Planning 

Care at the planning stage is all important, in being clear on what is to be achieved, how and with what resources. Defining the goal(s), objectives and actions is the first task. The goal is a statement of what is to be achieved by the project, the expected end result. The objectives are subservient to that goal and respond to the question of what steps have to be taken to achieve the goal. Actions are then defined as the means of achieving the individual objectives. Too often in project proposals, one reads that the goal is to do research or to hold a meeting. These are not goals and in most cases are not even objectives. They are means for achieving goals and objectives. 

Another concept which is useful to consider at the planning stage is asking the question “how will we know we have achieved the objectives and the goal, what are the indicators that we would use?” Defining these indicators helps to crystallise what we intend to do. 

Developing a clear action plan with realistic schedules for the various actions, is an important component of the planning phase and defining responsibilities for the project and its sub-components must be done here, with statements of what staff will be involved and what additional consultants or collaborating institutions will be involved. 

A rough budget should be established for the project, using the standardised chart of accounts (used by UNEP and included at Annex 6). Projects should be budgeted to cover all the costs incurred, including all support and overhead services, project development, capacity building, teaching, training, evaluation and monitoring, even if some of them are to be covered in kind by the host government or other agency. Contributions of any other institutions collaborating in project execution should also be clearly budgeted. Appropriate charge-out rates for staff and consultants, overheads and technical support services should be used.  A standard BCON internal budget format should be developed to guide in budget preparation. Although standardised budget formats are useful for SBC, different donor agencies have their own requirements and different BCRCs may already have developed styles that they are comfortable with, so this should constitute a guide rather than a strict requirement.  

The budgeting process may well illustrate that the project is too expensive and will therefore encourage review of the various project components, with a view to reducing the overall work. Equally, it may encourage the planners to look for expansion of the overall project, if the budget appears too small.

3.3.5. Preparing the project proposal

The proposal itself must be a very carefully crafted document which aims to persuade the reader that the issue being addressed is of critical importance, that the approach adopted is indeed the appropriate approach, that the Basel Convention has the qualifications and experience necessary to implement the project and that the budget is reasonable. Some donors have particular formats for the submission of project proposals, so that in come cases, several versions of the project proposal may be required, even with several different budget layouts. On the other hand, if a proposal is carrying the Basel Convention logo, there is much to be said for a broadly standardised house style, so that Basel Convention proposals are recognisable as coming from a the same organisation, whether the proposal is prepared in Indonesia, Argentina or Switzerland. Proposals should be no longer than necessary and should normally be structured as follows:

1. Summary (One or two brief paragraphs stating that the document is a proposal for XX, to be implemented ideally from a specified date, for a  stated duration and for a stated budget)

2. Background in which the importance of the issue being addressed is clearly and persuasively stated and the approach introduced;

3. Goal and objectives;

4. Work-plan;

5. Institutional arrangements for implementing the project;

6. Budget;

7. Qualifications of the institutions and individuals involved.

3.3.6. Approving new Proposals

It is vital that proposals be extremely well thought through and presented and that they align well with the stated interests of the particular fund or agency that is to be approached for financial support. In addition, with 15 separate offices all carrying the name of the Convention, individual approaches to international donor agencies must be very carefully controlled to avoid confusion and the consequent irritation of the donors (see section 4.5.2).

It is therefore essential that a project/programme approval process be established through which, formal approval of the Executive Secretary is required before any proposal is submitted to a potential donor for funding. Until such time as a detailed paper is issued on the Project Approval Process, the requirement should be that any new proposal must be signed off by the head of the Centre, indicating that he/she is satisfied with all aspects of the proposal including the budget, and that this is submitted directly to the office of the Executive Secretary, who will then ensure that a suitable project review group is constituted without delay. Any comments of that group would then be transmitted back to the respective head of Centre for incorporation into the proposal. It would then be re-submitted to the Executive Secretary for final approval. Rules must be established for exceptions, for example, small projects for local financing, which would not require central approval.

This may sound unnecessarily bureaucratic and onerous for BCRCs but the importance of quality control and co-ordinated action cannot be over-stressed. The objective is not to slow things down, it is to assist in making good proposals that will attract funding and which stand a good chance of being successfully implemented within budget.

3.3.7. Activating New Projects

Activity on any new programme/project should commence only when funds are received by the Centre, unless the Executive Secretary decides that the activity is of such importance and urgency that it can proceed on the basis of hard pledges from the particular donor(s) (see also section 5.4.5). On receipt of funds, the project will be activated with a unique project number and a manager will be designated by the head of the respective Centre. All overhead charges should be deducted on receipt of income.

3.3.8. Closing Projects

Any funds remaining on the project account when the project is completed, will be subject to discussion between the manager and the head of the respective Centre. Depending on the contractual conditions covering the financing of the activity, the funds may have to be returned to the financing agency, but where this is not the case, the funds will normally become unrestricted funds, contributing to the institutional surplus and thus to the reserves.

3.3.9.  Managing Within Budget

The project manager will be responsible for all expenditure on the project and there must therefore be no expenditure that he/she has not authorised. The manager may require that time records be maintained by staff and/or consultants working on the project, staff time usually being the most expensive item of expenditure. Staff-time and other expenses must be billed monthly, unless the manager stipulates that staff costs will simply be in accordance with the budget, whatever the real costs are (this is not recommended). On certain projects, the project manager will delegate responsibility, for example to a field director, but such delegation must be clearly recorded and agreed.

Losses and gains on exchange rates will accrue to the project and must be carefully tracked by the project manager. Where the main expenditure currency is becoming more expensive with respect to the main income currency, the project will have to be trimmed accordingly. On the other hand, where the main income currency is gaining strength, the manager will have greater flexibility. Clearly the officer responsible for finance in the respective Centre will require information on the planned expenditure in terms of currency and schedule, in order to ensure that the funds are maintained as far as possible in the currency(s) of expenditure, so that risks of losses are minimised. In the case of projects financed through the BD Trust Fund, these considerations will generally be the responsibility of UNEP.

In extreme cases where currency fluctuations have resulted in insufficient funds being available to execute the programme or project, the donor agencies should be notified and asked to consider the provision of supplementary support.

3.4. Financial Management of the bcon

BCRCs currently develop fundable projects, in partnership with SBC, to address the Basel Convention priorities identified in each region or identified at the global level, and approaches are then made to donor agencies, funds and foundations. Donors tend to prefer to pay into the Convention’s Technical Co-operation Trust Fund for project activities and in this case, it is UNEP that manages the funds and sets-up the contracting and reporting agreements with the Centre(s) responsible for implementation. For this they charge 13% of the budget. Whilst this 13% charge is in no way considered to be expensive, if Centres are able to demonstrate the necessary level of financial management competence and oversight, donor will be more willing to sign contracts directly with the Centre and therefore pay funds directly, without incurring the 13% UNEP charge. Either way, it is essential that SBC ensures adequate financial management of the BCON through:

· maintaining an overview of: 

· Income and expenditure to date for the current year, for all offices, compared to approved budget, for both core and project income;

· Income and expenditure projected to the end of the current year for all offices, compared to approved budget, for both core and project income;

· Proposed income and expenditure budget for the coming year, together with details of income projections, for both core and project income;

· Ensuring suitable support in the setting up and operation of appropriate financial management software, systems and procedures;

· Keeping under review the policies and practices of financial management in these offices and ensuring that the independent annual audits and auditors management letters for all Centres are followed by suitable action.

· Exercising management control to require that any serious anomalies are suitably addressed should they arise;

This will inevitably require the strengthening of the finance office in Geneva.

Communication of management information must be a two way thing. SBC will receive and analyse the information from Centres and from its own project and programme managers on income, expenditure, projected income and expenditure, new projects, progress in discussions with financing agencies etc. on a monthly basis. This essential management information should then be presented in a monthly Management Report to the Executive Secretary and issued to all heads of Centres and heads of units in the SBC on a quarterly basis. The report is considered to be most important both as a means of encouraging Centres to provide accurate and timely management information and also as a means of building a better sense of being a part of a single co-ordinated programme. 
Management reports usually consist of a few pages of text which introduce attached tables and charts, the latter presenting the overviews on the financial status of the organisation and on the projections for income and expenditure. The text will highlight particular problems and challenges and also provide a clear view on progress in implementing the funding strategy(s). A model Management Report will be produced for discussion with the Executive Secretary, finance and resource mobilisation staff at the SBC.

3.5. Resource Mobilisation and its co-ordination

3.5.1. Introduction

Whilst in general, the central core costs of BCRCs are met from allocations of the host government, it was always foreseen that the main operations would be financed from a variety of sources, including Basel Convention Trust Funds, governments in the particular region, development assistance agencies, funds, foundations and the corporate sector. There is intense competition for funding of regional and national programmes, with poverty, health, clean water, education and democratic reform being particularly favoured areas. Raising funds can be very expensive. To make matters worse, the funds raised are generally restricted to particular projects and programmes and the costs of raising money can rarely be adequately reclaimed so that it is generally precious core funds that are used in fundraising. The subject of resource mobilisation must therefore be very well understood within the BCON and that time and money spent on fundraising achieves excellent return on that investment. This implies ensuring high quality and relevant proposals which respond to the stated interests of the particular funding agencies, excellent co-ordination of approaches from the different offices of the BCON and the development of a good reputation for timely delivery of the promised outputs and reports. This section of the report is written with the intent of developing a common understanding throughout the BCON of how this might best be achieved. Annex I provides general guidelines on fundraising. 

First and foremost, as stated above, unless the funding has already been agreed, there is little point preparing a first class proposal if the problem it aims to address is not demonstrably a high priority for the country or region. If hazardous waste management has not been identified in PRSPs or national development plans as a high priority, then financing agencies will generally have difficulty justifying financial support. It is important therefore that SBC look carefully at ways in which it can assist parties to ensure that hazardous waste management is appropriately stressed in such national planning documents.

3.5.2.   Co-ordinated approach

Effective fundraising demands careful planning and deliberate co-ordinated action:

1. Establishment of an internal SBC Resource Mobilisation Committee: There is a need for a regular meeting of a new Resource Mobilisation Committee, to review progress and decide on new actions and priorities. Depending on what management meetings are currently held in the SBC, this may be tacked onto an existing meeting, but it is most important that the committee meet at least once per month. The committee would ideally be chaired by the Executive Secretary, attended by senior staff and co-ordinated by the Resource Mobilisation Officer.

2. Establishment and updating of Resource Mobilisation Plan: The Resource Mobilisation Plan should form the basis for all fundraising action and will draw from and feed back into the individual plans agreed between the SBC and individual Centres. Plans must be quite specific in terms of projects, financing agencies, lead responsibilities within the BCON, defined actions etc. (see also section 4.5.3); 

3. Maintenance of a central registry on concepts and proposals under development and a centralised income projection system: An income projection system should be designed and established, based on current contracts, contracts under negotiation and proposals being developed. This registry should be maintained by the Finance Office or the Resource Mobilisation Office of the SBC. (This has already been discussed and is currently being developed) ;

4. Centralised tracking of funding partner relations: In order for the Resource Mobilisation Committee to be able to assist staff in individual approaches to funding partners and in order that the Executive Secretary can maintain an overview on funding partner developments, it is important that there is clear definition of who in the SBC is responsible for leading on which financing agencies. For example, the Executive Secretary should inevitably be the focal point for contacts with Japanese agencies, whilst someone else might lead on DANIDA etc.  Approaches to DANIDA by others should thus normally be made only after consultation and agreement with the designated focal point. 
5. Centralised authorisation of formal submissions to potential funding partners: In a managed organisation, central authorisation is required before any new proposals are submitted to prospective donors. Development and negotiation of new proposals by different programme officers or Centres without consultation with the Executive Secretary or the Resource Mobilisation Officer, must not be permitted (see section 4.3.6)

3.5.3. Prioritising fundraising actions

Based on the above considerations, a standard table should be prepared on Priorities in Resource Mobilisation, and used for co-ordinating and tracking SBC efforts on fundraising. The table should provide a comprehensive but succinct view of how all funding partners of importance to SBC fit into the picture. 

The importance of this table is that when finalised it should present the complete picture in a single page, with all important funding partners included, the status of Basel relations with them and proposed actions for the next reporting period clearly recorded. Any suggestions for additional potential donors should be considered by the Resource Mobilisation Committee, who would then decide on the prioritisation. It is essential not to spread efforts too broadly, but to focus on the agreed priorities and that means in general that if it is not in this table, it should not be done. Although this may at first sound trivial, it is not. Too often in non-for-profit organisations that are trying to improve their funding base, there are accusations of not being sufficiently imaginative or ignoring promising new institutions or mechanisms. The advantage of the table is that it clarifies and defines. 

Priority 1 rating should be given to current major supporters and potential major contributors. Current supporters, above all others, must be nurtured and brought into more stable long term relationships. 

Next in the priority hierarchy (priority 2) should be those agencies that have already made informal commitments to provide significant support, particularly the larger ones. Lower down are the North American foundations and the Middle Eastern bilateral and multilateral agencies. 

SBC may decide on an alternative way of establishing its priorities – the important thing is that priorities are established. Considering the geographic spread of the Convention’s interests, it would seem unbalanced that the operational programme be entirely funded by agencies from the basically Christian world and Japan. Arab bilateral and multilateral funds are very important to Islamic countries and a concerted effort to build relationships with them should be considered.

The table should be the first of three key documents for the monthly Resource Mobilisation Committee and a record should be kept on exactly who should do what within the next reporting period to move the agenda forward in a structured and deliberate way. The agreed action should be reviewed at each meeting to see whether the action was taken and to revise the action agenda for the next period. The picture will change gradually as progress is made.

The second key document for the Committee should be the output report from the central data base and will provide details of projected income by donor, project and Centre, by month and with probability assumptions included. The assumptions in this table will need to be reviewed during this meeting and changes made where necessary. Whilst managing the central data base will b e the responsibility of the SBC finance unit or resource mobilisation officer, verifying the assumptions must be the responsibility of this committee. The third key document will be the latest income and expenditure projection for the Network and its different components, as discussed in section 4.2.2 above. 

4. improving BCRC effectiveness

4.1. Programme and budget

Programme and Budget are discussed in section 4.2.1 and 4.2.2, and it is unnecessary to repeat the discussion here. It is however appropriate to stress that the most important aspect of improving the effectiveness of a BCRC is probably the clear definition of a viable programme and budget. Whilst in general this will derive in large part from the programme template of the BCON itself, there will be additional elements and the overall picture needs to be carefully developed and presented, ideally for approval by its governing body late in that preceding year. 

One particular area that will need discussion is the extent to which Centres are restricted in their operations, to the Basel Convention. It is quite clear that BCRCs are in many ways ideally suited to assist the other two chemicals conventions in their regional activities and this should be clarified and promoted as rapidly as possible and there may be other areas in which certain Centres might wish to work. Non-for-profit institutions are very often tempted to move outside their main mission, where work is interesting and financing is available. Most resist the temptation, opting instead to focus and not to be drawn into other things. 

It is suggested that providing services to other related conventions is included within the programme framework applied to the BCON and that individual Centres are encouraged to be as helpful as possible to these other conventions, always provided that funds are available to cover the costs. 

4.2. BCRC GOVERNANCE

Regional Centres are responsible ultimately to the COP, through the SBC. The COP is however far too remote to be able to exercise fiduciary oversight of Centres, so who has fiduciary responsibility for individual Centres and in the worst case, who is liable if a Centre has a substantial year-end deficit? It is stressed that this is not simply a hypothetical issue. Where institutions are established to develop, market and implement projects, something will go wrong sooner or later, it is simply a question of time. This is particularly true for institutions operating without significant financial reserves (see section 5.4.3.)  

Most independent non-for-profit institution have a governing body of some sort which maintains independent oversight and it is this body that has ultimate fiduciary responsibility. Under the framework agreements established between the Executive Secretary and individual Centres, governing bodies are not mentioned although a Centre may have a Steering Committee. Steering committees however are usually more concerned with programme matters than with financial management and at any rate, the Steering Committee under the Framework Agreement is only advisory to the Centre. Whilst most Centres were initially established under host governments who presumably accepted fiduciary responsibility, as they become independent institutions with their own legal personalities, provision must surely be made for the independent oversight of the finances. On the surface at least, there would appear to be two main solutions. The first would be that a governing board is established for each particular Centre and the second is that Executive Secretary is given responsibility and means for maintaining this oversight and reporting regularly to the Bureau for any necessary decisions. Whilst this latter solution may be preferred by some, it is assumed that most countries will require by law that fiduciary oversight of a national institution be the responsibility of a national body, usually a governing board of independent individuals. 
4.2.1. Governance of autonomous institutions which have their own legal personality 

The prime responsibility of a governing board is to exercise fiduciary responsibility for the funds received. Donors providing financial support for the programme will normally expect that there is independent financial oversight of the way in which those funds are used. Unless and until donors see adequate fiduciary management and oversight, they will tend to allocate their support to the Technical Co-operation Trust Fund and whilst this solution may be attractive in the short term, it is suggested that Centres should be trying to work directly with donors, rather than through a UN administered trust fund, with the consequent 16% additional management costs. 
Normal responsibilities of the board of a charitable organisation are:

1. To hire the Director, evaluate his/her performance annually, review remuneration and terminate if necessary;

2. (Immediately) prior to the start of any financial year, review and approve the programme and budget for that year;

3. As soon as the auditor’s report on the previous financial year is issued, review and adopt the auditor’s report, review the associated management comments and direct the Director to take appropriate action;

4. Near the mid-point of the year, review the execution of the programme, the financial performance in the year to date, and the income and expenditure projections for the entire year. Where projected income is significantly lower or higher than budgeted, the governing board   will require the Director to provide details of programme adjustments necessary to assure a balanced budget for the year;

5. Review and approve new internal policies, rules and regulations presented to it from time to time by the Director.

The governing body should be regularly addressing the following questions:

1. Is the institution running at a surplus or a loss?

2. Are the key sources of income rising or falling?

3. Are the key expenses, especially salaries and benefits under control?

4. Are the reserves sufficient?

5. Is the cash flow projection adequate through to year-end?

6. Are we deviating from the approved budget and if so, why?

7. Are we delivering the committed substantive outputs to the required schedule and standards?

8. Are we meeting our donor reporting requirements? 

9. Are the staff satisfied and productive?

These are critical questions. If the board can only meet once per year, then it would normally establish interim arrangements for addressing these questions, typically on a quarterly basis. The annual independent audit of course an important exercise but a great deal can go wrong in the space of a year and the auditing firm is required only to report on what happened in the previous year and give a strong indication on the financial viability of the institution on the basis of that past information. The annual audit can be a minimal audit or the board may require the auditor to look much more carefully at financial policies, rules, regulations, systems and procedures. The governing body is then responsible for receiving the audit report and the associated management letter and for ensuring that any appropriate action is taken.

Where it is considered that the structure for independent oversight of a Centre is inadequate, then it is recommended that the Executive secretary be given formal responsibility for a number of the duties that such a governance structure would normally perform, the COP carrying the ultimate responsibility. 

The formal relationship between the SBC and the BCRCs is described in the following ways in the Framework Agreements, the agreement for the Centre in Argentina being taken as the example in the following bullet points: 

1. Regional (not national) activities of the BCRC shall be carried out under the general guidance and in close co-ordination with the SBC (Article VI. Clause 1) and as co-ordinated by the BCCC for Latin America and the Caribbean (Article III clause 3).

2. SBC will co-ordinate the BCRC’s activities with the work of other Centres and institutions (Article VI clause 2).

3. The BCRC shall submit annually a report to the SBC on the implementation of its Business Plan, financial income and expenditures (Article VI clause 4).

4. A Steering Committee is to be established to “advise” the Director on the development and implementation of the Centre’s activities relevant to its regional role.. (Article VII clause 1) and “to develop and endorse the Business Plan and oversee its implementation” (Article VII clause 2). Thus although only advisory to the Director, it is responsible for overseeing the whole activity of the Centre. There is no mention of fiduciary responsibility.

5. The SBC shall attend meetings of the Steering Committee (ex. Officio), which must meet at least once every two years and is charged with developing, endorsing and overseeing the implementation of the BCRC business plan (Article VII clauses 2, 5 and 8).

6. SBC prior agreement is required for the receipt of new income (Article X clause 4) 

7. SBC must report on the financial status of the BCRC to each meeting of the COP( Article X clause 3).

8. The Director is appointed by the “competent authorities” of the host country in consultation with SBC (Article XII clause 2).

9. SBC shall be consulted and involved in the selection of international staff for the BCRC (Article XII clause 6).

Clearly, adequate governance of BCRCs cannot be assured by the COP through meetings every 24 months, and much responsibility falls almost by neglect to the Executive Secretary who is to guide and co-ordinate the activities, to receive and process reports and through the Steering Committees (where they exist), to develop, endorse and oversee the implementation of the Business Plans. It can surely be assumed therefore that (through the Steering Committees), the Executive Secretary is responsible for ensuring the preparation and implementation of a high quality, integrated programme, for leadership, co-ordination and administration of the BCON and its constituent parts and for maintaining fiduciary oversight, so that she/he is reasonably able to foresee financial difficulties and require that corrective action is taken in a timely manner.
In addition, in the absence of any independent governance, the Executive Secretary would surely be responsible to the COP for:

1. Reviewing and approving the annual programme and budget of each Centre, within the framework approved by the COP;

2. Reviewing the annual reports of the auditors on each Centre and ensuring appropriate action;

3. Maintaining oversight of the current and projected income, expenditure and reserves of each Centre;

4. Reviewing and approving new internal policies, rules and regulations presented from time to time by the director of any Centre.

In achieving this, it is logical that the SBC should not only provide guidance and support on the establishment and application of systems, procedures, rules and regulations for the effective operation of the BCON but should also be in a position to offer appropriate support to individual BCRCs on their own internal systems, procedures, rules and regulations where requested. Whilst this conclusion may seem obvious to some, it is non-the-less important to clarify the authority and responsibility of the SBC before starting with this work. 

One important conclusion that emerge from this initial discussion is that the costs of SBC carrying out its responsibilities as defined here, in addition to its on-going programme, will be considerable.

4.2.2. Timing of BCRC governance meetings

Indicative programmes and budgets can be prepared, discussed and approved months or years ahead of the year for which they are designed, but they remain indicative, normally until shortly before the start of the year in question. In general, the more an institution is reliant on project funding as opposed to assessed contributions, the harder it becomes to set an adequate annual budget. In many NGOs, it is only during the last few months of the year that the Director has sufficient clarity on financial projections to be able to finalise the programme and budget for the following year. It is extremely important therefore that the bodies responsible for governance of individual BCRCs have the opportunity to review and approve the respective programme and budget before the new-year starts. Discussions on the programme will already have taken place earlier in the year but the final trimming of the programme and budget to accord with the latest financial projections will need final approval, within the general framework already approved by the COP.

The annual budget, once approved is set in concrete and remains the datum against which the financial performance of the organisation is compared as the year advances. 

Exercising responsibility for the programme and budget requires that there is a review of progress in programme implementation, expenditure and income generation by the mid point of any year and again before the end of the year. Again, in the absence of any formal governing board, it is recommended that the Executive Secretary be delegated responsibility for this review and for determining any necessary remedial actions.
4.3. CAPACITY BUILDING

Small NGOs are famously weak on financial management and administration, largely because they see the substantive side of their work as being so important and therefore devote all possible resources to programme at the expense of institutional matters. This includes financial management, personnel and human resources development, legal and contractual issues, straightforward office administration, IT, communications donor relations and the development and implementation of a clear fundraising strategy. If these elements remain weak, the chances of a sustained successful operation are poor. Normally, BCRCs will be responsible back to donor agencies for the implementation of their programmes and projects and when things go wrong, not only will that particular BCRC suffer but the name of the Convention and therefore the standing of other Centres will be in danger.  

SBC is in a position to assist the Centres to set up the appropriate systems and procedures and to help individuals to develop the necessary knowledge and skills, provided the financial resources are available. Donor agencies are generally supportive of institutional capacity building initiatives and it is possible that a specific programme might be developed and marketed or that capacity building be added as an integral component of all project proposals. 

4.4. EMPLOYMENT CONDITIONS IN OFFICES OF THE BASEL CONVENTION

BCRCs have been established, not as sub-components of the SBC but rather as regional collaborating institutions operating within the one overall co-ordinated Programme of the Convention. There is thus no requirement for any global structure of salaries and conditions, each individual institution adopting its own structures and conditions, as appropriate in each individual country. Whilst the SBC is hosted by the UN and staff work under UN contracts, staff in BCRCs will work under appropriate contracts issued by the host institution or the BCRC as a free-standing non-for-profit institution. However, as each individual institution becomes “autonomous with its own legal personality”, it is important that where necessary, it is able to adopt a standard Basel Convention set of rules and procedures. These are presented in annexes to this report, in draft form, as follows:

1. Staff Rules: These are included at Annex 2 and will apply to all BCRCs staff, wherever they are located throughout the world.

2. Generic Conditions of Service: These are included at Annex 3 and complement the Staff Rules, focusing on the particular norms and requirements of the particular location. These General Conditions are the base which should be used in developing the particular set of Local Conditions of Service for each Regional Centre.

3. Consultants contracts: Two documents are included at Annexes 4 and 5, the first for contracts with individual consultants and the second for institutional consultancy contracts in which BCRCs sub-contract work to another institution. The intent is that each contract is a single sheet, with the letter and agreement on the front and the standard conditions of service on the back. Large institutional contracts will often require more detail than is included in the second document.

Particularly important in these contracts are salaries, pensions and insurances. Salary scales for any BCRC should be approved by the governing body and published. They should be competitive within the norms of the particular country but not extravagant. Pension is also extremely important in terms of total cost to the organisation. In general, in a private pension scheme, it is difficult to build up sufficient capital to provide fro old age if the total annual contribution through the working life is less than 18% per annum, of which, ideally the institution contributes two thirds and the individual one third. It is vital that the capital built up in the particular private pension plan, is transferable to another plan when the individual leaves the organisation. BCRCs that have the option of designing or selecting  their own staff pension plan should be extremely careful on this point for it is likely that staff turnover in BCRCs will be significant over the years.  

Sickness insurance is treated differently in different parts of the world, but any contribution of the institution must be clarified in the letter of appointment and the Staff Rules. Accident insurance is normally covered by the institution for accidents at work but may also extend to accidents out of work. It should cover loss of salary during the period of inability to work and normally covers medical costs. Life insurance may be linked to the accident insurance or may be considered separately, to cover the family in the case of the death or permanent invalidity of the employee. If the staff member is expected to travel through the region or wider, then it is important that the medical, accident and life insurances cover this. Having a heart attack whilst at a meeting in Switzerland, can easily cost $50,000 in medical fees and must be covered either in the standard insurance or as an additional insurance bought for individual travel. Unemployment insurance is usually a state operated system, to which the individual and the institution contribute.   

In some countries, housing allowance will be a standard addition to the Conditions of Service and in others an education allowance may be provided. Conditions for expatriates will need to be included in the Staff Rules, to cover such elements as installation allowances, home leave etc. 

4.5. FINANCIAL MANAGEMENT 

4.5.1. Introduction

In considering the financial management requirements of the BCON itself, it is useful to look at the future situation of a typical operationally active BCRC which is “autonomous and has its own legal personality”. The BCRC has its own bank accounts and receives funds from the host government, the BD Trust Fund, international development assistance agencies and local corporations. It has a governing body and its annual programme and budget are approved by the SBC on an annual basis, within the Programme framework established every two years by the COP and it submits comprehensive quarterly financial reports to the SBC. It also has rigorous financial and programmatic reporting requirements agreed with the various agencies with whom it has contracted. Its activities are audited annually by a local firm of auditors. 

Centres that have already received significant support from the BD Trust Fund, will have already adopted the UNEP recommended chart of accounts together with the various conventions for managing and reporting income and expenditure. Other donor agencies will be happy to be treated in the same way, so that there is already a certain standardisation. This chart of accounts is presented in Annex 6.

Most Centres will have been using the financial systems, procedures, rules and regulations of their host institution (often government) but those that grow and move to being autonomous with their own legal personality may at some stage break their dependence on the host institution and set up their own systems and procedures. It is for this reason that SBC is developing standardised Financial Rules and Procedures for eventual adoption or adaptation, in part or in whole by Centres. This includes budgeting, treatment of indirect costs, time accounting, travel and subsistence expenses, investments, bank signatories and associated signing powers and limits, loans, petty cash management etc. etc. In planning and overall management, it also applies to the projection of income and expenditure, also mentioned above under resource mobilisation. 

It is vital that each Regional Centre works to a clear budget, which represents the financial framework in which it will be managed through the period for which the budget is approved. For any particular year, the budget must be drawn up and approved by whatever body is responsible for the governance of the Centre, well before the start of the year in question and performance against that budget must be closely monitored and reported, so that the governing body is able to exercise its fiduciary responsibility. 

Ideally, all offices will operate the same financial accounting software and adhere to the same financial procedures, rules and regulations, but this ideal is unlikely to be possible or practicable in a network of legally independent offices that have each been established in different ways. However, it is important that the Convention has preferred and recommended accounting software, a single chart of account and a preferred set of financial rules and procedures, and that this is promoted and made available to all BCRCs. 

4.5.2. Indirect costs

Covering indirect costs (including overheads) is almost always difficult for institutions that are reliant on project income. A brief paper is included at Annex 7 to explain the importance of indirect costs and the different ways in which they can be managed. Development agencies generally do not like paying more than 14% for overheads, and yet it is virtually impossible on small projects to keep what is generally classed as overheads to below 20 - 24%, if project development costs and reserve accumulation are included. But with the BD Trust Fund interposed between the donor and the Centre, an additional 13% is added, bringing the total to above 30% and the costs to SBC of ensuring suitable co-ordination and oversight have still to be added. So this is a real problem which must be addressed. Although it is recommended that these costs be passed on to clients (financing agencies) within the rates charged for individual staff and consultants, this is not the normal way in which NGOs operate and there will be a need for considerable discussion on this.

The management of time and the project approval process are also of major importance in establishing clear procedures for budgeting and accounting. 

4.5.3. Reserves

Running an independent project based institution without financial reserves is virtually impossible, in that financial losses when they occur simply cannot be covered, resulting in bankruptcy. Even with the best possible management and direction, something will go wrong sooner or later. Building up and managing reserves is of critical importance to an independent institution and clear policies must be established without delay. Until suitable reserves are established by individual BCRCs, their key financial challenge will be maintaining a positive cash flow and balancing income and expenditure on an annual basis. This will remain the critical issue until reserves are suitably accumulated. Reserves are discussed in Annex 8, and recommendations made for how they should be built up and managed.

4.5.4. Project and Programme design costs

BCRCs spend their resources through five types of activity:

1. Regional leadership, representation and promotion of the Convention 

2. Project and programme implementation;

3. Technical support services to Parties;

4. Indirect support activities including overhead services, fundraising, PR etc., to enable the above. 

5. Project and programme design.

The first is normally financed in large part through the host government support. The 2nd and 3rd items will normally be financed through an assortment of financing institutions and the 4th should eventually be financed on the back of these, once BCRCs have suitably incorporated indirect costs into the budgets of their projects and programmes. The 5th is much more difficult to finance. It is discussed in more detail in Annex 7 and suitable recommendations made. One of these recommendations is to ensure that project and programme development costs are minimised through Centres effectively offering standardised projects, courses, services, rather than developing new ones in response to individual requests from individual Parties. In other words, the BCON has a well developed and researched product range which it promotes, and it generally adheres to that product range, only going outside it if there are specific funds available.  

4.5.5. Managing uncertainty in initiating projects

Many NGOs claim that they only start projects once they are fully funded so as to minimise risk of eventual losses. Unfortunately, donors rarely commit to multi-year projects and tend to agree only to the first one or two years with no more than an indication of funding for the third year. Typically therefore, a three year project may have 3 donors, 2 of whom have signed contracts and 1 of whom has paid for the first year. Project management is then all about risk management – whether to proceed without 100% funding for the first year and with only say, 60% probability of funding for the second year. Late receipt of funds can cause severe cash flow problems and late contracting for the subsequent year or second phase can give rise to agonising problems of whether to lay-off project staff, or borrow money to keep them, pending the anticipated signature of the particular donor. All these problems are exacerbated with the absence of reserves and must be recognised in the design of the financial management systems. 

4.5.6. The Financial Model

Management of BCRCs requires a clear view of income and expenditure, projected income and expenditure, and projected cash flow. That view should be provided initially through quarterly Management Reports prepared by each Centre, which then provide the Director and the Executive Secretary with a basis for identifying potential problems and deciding on new fundraising actions, new allocations, structural changes etc. Expenditure should not run ahead of income in any office but equally, expenditure should not be held back unnecessarily though lack of knowledge on income and expenditure. The basic requirements for a BCON income and expenditure projection system are presented in Annex 9.

4.5.7. Financial Rules and Procedures 

A recommended initial draft of the Financial Rules and Procedures for BCRCs is included at Annex 10. These are far from comprehensive but should provide sufficient structure for the initial years, during which time, they should be gradually supplemented and adjusted to suit the overall operational needs.

4.5.8. Time Management

Staff time is the most expensive of BCRC expenditure items and it makes little sense to differentiate costs of, for example, travel and subsistence between various projects and not impose a similar discipline on staff time. Whether staff are costing the organisation $4 per day or $1,000 per day, the correct billing of time is important and auditors will eventually need to see some sort of system and record for time accounting. It is important therefore that if staff are required to work on particular projects, their costs are correctly budgeted and charged to those projects, even if their costs are already covered through for example the host government contribution. The surplus income thus generated should then be applied to a suitable reserve fund, if this can be achieved within the agreed financial rules and procedures.

4.5.9. Projectisation of the Programme

The word “projectisation” is used by many agencies these days to denote the presentation of an organisation’s programme (or business plan) in the form of a series of projects, each designed to cover its full costs and therefore to contribute fully to indirect costs and other services. Financing agencies are better able to provide financial support through projects than through general core grants, so that NGOs increasingly organise their programmes in the form of projects, and in the limit, the entire costs of the organisation are financed through the project proposals, just as in a commercial consulting firm. There is in fact very little difference between some NGOs and consultancy firms and they often compete for the same work, the NGOs surplus being ploughed back into programme development (and building reserves) and the consultancy firm surplus going to shareholders. BCRCs are somewhat different in that they define their programmes and projects in a very proactive way rather than bidding for contracts in competition with others. There are opportunities therefore for them to describe even programme development, advocacy, institutional capacity building, etc. as projects in themselves rather than as overheads. 

The costs of SBC have in the past, and will continue to be covered in large part through direct budget support – through the assessed contributions of Parties, but a large part of its expanded programme, particularly that part implemented through the BCRCs, must be financed through projects. In this, it is recommended that all activities that aim at delivering substantive outputs should be presented in the form of projects. This includes training and learning, advocacy, and even assisting BCRCs to build capacity and skills in fundraising, project and programme design, administration and management etc. 

When funds are received for country programmes, those components included for HQ services should be assigned directly to Geneva. Normally, the budget presented to the donor agencies will be an integrated budget in which this separation is not made explicit.

5. Immediate implications

Recognising that the Secretariat was not an implementing agency, the COP decided that a network of Basel regional centres was needed to help parties and other institutions in the less developed world and countries in transition, to address hazardous waste management challenges, through designing implementing projects. It was assumed that these operations would be financed by a variety of sources, including development assistance agencies. That network of independent Centres now has considerable potential for achieving its mandate but it also constitutes a considerable risk. Most Centres are or will soon be independent non-for-profit institutions, with no financial reserves and limited institutional experience in designing and managing regional projects. In addition, critical issues such as fiduciary responsibility and independent oversight have not been accorded due attention. This latter is in large part due to the costs of bringing regional governing bodies together once or preferably twice per year.

It is recommended that:

Appropriate governance bodies are established for all BCRCs, to provide the necessary programme and fiduciary oversight;

Centres be required to ensure that financial provisions are made in their budgets to allow for annual an if possible biannual meetings of their governing body. In addition, they should ensure that the director is able to visit the Secretariat for annual meetings of the BCON once per year. It is possible that the Secretariat may have to assist Centres in obtaining these funds if they cannot be allocated from the respective regions;

Budget provision be made to enable the Executive Secretary or her representative to attend such meetings;

In the absence of such governance, the Bureau be required to provide general annual oversight, on the basis of reports prepared by the Executive Secretary. Two meetings will be required per year, one in November/December for the approval of the budgets and programmes for the BCRCs and the second in April/May to review programme implementation for the previous year, to receive the auditors reports for the Centres and decide on any necessary actions. In addition, the Bureau would be required to review the approve policies and procedures for the BCON as a whole; 

The Executive Secretary be required to ensure that appropriate overview of the programme and finances of the Centres is maintained, as discussed in the text of this report, and to ensure suitable capacity building support is made available to Centres for the application of necessary systems, procedures and rules relevant to the operation of the BCON and to the management and administration of individual Centres.  These two requirements should be carefully budgeted and the necessary finances approved.
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