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ABOUT THE EVALUATION

Joint Evaluation: No
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Evaluation Type: Terminal Project Evaluation

Brief Description: This report is a terminal evaluation of UN Environment’s “Resource Efficiency
and Eco-Innovation in Developing and Transition Countries” (or more simply, the “Eco-Innovation
Project”) implemented during 2012-2017 with an overall goal to promote the transition towards
sustainable industrial production systems in developing countries and transition economies
through the promotion of eco-innovation based on resource efficient and cleaner production.
Funded through the EC’s Thematic Programme for Environment and Sustainable Management of
Natural Resources including Energy (ENRTP) and embedded in a larger UN Environment umbrella
Subprogramme, “Advancing Resource Efficiency in Business Practices”, the Eco-Innovation
Project was designed to leverage the EC’s Eco-Innovation Action Plan, UNEP’s Green Economy
Initiative and its Sustainable Consumption/Production (SCP) experience and networks,
particularly the jointly implemented UNIDO-UNEP Resource Efficient and Cleaner Production
programme and global network (RECPnet) of RECP service providers (also referred to as
business intermediaries) This evaluation assessed project performance (in terms of relevance,
effectiveness, efficiency), and sought to determine outcomes and impacts (actual and potential)
stemming from the Project, including their sustainability. The evaluation’s primary purposes were
to (i) provide evidence of results to meet accountability requirements; and (ii) promote learning,
feedback, and knowledge sharing through results and lessons learned for UN Environment, the
EC, relevant organisations in the 9 countries that participated in the Project, and beyond.

Key words: Eco-Innovation; Innovation; Business Model; Business Model Innovation; Systems
Thinking; Life Cycle Approach; Circular Economy; Business Case; Business Intermediaries; Agri-
Food Sector; Chemical Sector, Metal Sector; Resource Efficiency; Resource Efficient Cleaner
Production; RECP; RECP Eco-Innovation; RECP Demonstration, Policy Mainstreaming; Eco-
Innovation Technologies; Green Economy, Green Growth; Sustainable Consumption and
Production; Sustainable Industrial Production; Project Evaluation; Terminal Evaluation; TE

Evaluator’s Background and Qualifications: Dr. Joyce Miller is Founder and Director of CAPRESE
Sarl and has undertaken evaluation work for United Nations agencies since 2015, leveraging her
20+ years of experience in the design, development, and delivery of capacity-building in the
context of international cooperation, with a particular focus on Resource Efficiency and SMEs, in
Africa/Middle East (Algeria, Egypt, Ghana, Rwanda), Asia (Bangladesh, India, Indonesia, Sri Lanka,
Thailand, Vietnam), and Europe (Montenegro, Turkey). As well as coaching senior corporate staff
to tap their talents, build their leadership repertoire, and create high performance teams through
programs of the International Institute for Management Development (IMD in Switzerland), she
co-developed an 8-week virtual learning journey in innovation, pioneering the first of its “global
leadership in the cloud” offerings.
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Key Definitions

Eco-Innovation

Eco-innovation is the development and application of a business model, shaped by a new business
strategy, which incorporates sustainability throughout all business operations based on life cycle thinking
and in cooperation with partners across the value chain. It entails a coordinated set of modifications or
novel solutions to products (goods/services), processes, market approach and organizational structure
which leads to a company’s enhanced performance and competitiveness.

Source: The Business Case for Eco-Innovation, UNEP, 2014

Resource Efficiency

Resource efficiency represents a critical opportunity to address this unsustainable path, by building green
economies in which economic growth is decoupled from environmental harm. Through enabling the
design and production of low-impact products and services, resource efficiency can help us meet human
needs while respecting the ecological carrying capacity of the earth. UN Environment defines resource
efficiency from a life cycle and value chain perspective. This means reducing the total environmental
impact of the production and consumption of goods and services, from raw material extraction to final
use and disposal.

Source: www.unep.org/resourceefficiency/

Sustainable Production and Consumption

“The use of services and related products, which respond to basic needs and bring a better quality of life
while minimising the use of natural resources and toxic materials as well as the emissions of waste and
pollutants over the life cycle of the service or product so as not to jeopardise the needs of future
generations”. Norwegian Ministry of Environment, Oslo Symposium, 1994

Source: ABC of SCP: Clarifying Concepts on Sustainable Consumption and Production: Towards a
10-Year Framework of Programmes on Sustainable Consumption and Production, UNEP, 2010

SCP aims at “doing more and better with less,” increasing net welfare gains from economic activities by
reducing resource use, degradation and pollution along the whole lifecycle, while increasing quality of life.
This change towards SCP involves different stakeholders, including business, consumers, policy makers,
researchers, scientists, retailers, media, and development cooperation agencies, among others. It requires
a systemic approach and cooperation among actors operating in the supply chain, from producer to final
consumer. It involves engaging consumers through awareness-raising and education on sustainable
consumption and lifestyles, providing consumers with adequate information through standards and
labels and engaging in sustainable public procurement, among others.

Source: www.unep.org/resourceefficiency/Home/WhatisSCP/tabid/105574/Default.aspx

Green Economy

UN Environment has developed a working definition of a Green Economy as one that results in improved
human well-being and social equity, while significantly reducing environmental risks and ecological
scarcities. In its simplest expression, a Green Economy can be thought of as one which is low carbon,
resource efficient and socially inclusive. A Green Economy is one whose growth in income and
employment is driven by public and private investments that reduce carbon emissions and pollution,
enhance energy and resource efficiency, and prevent the loss of biodiversity and ecosystem services.
These investments need to be catalysed and supported by targeted public expenditure, policy reforms
and regulation changes. This development path should maintain, enhance and, where necessary, rebuild
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natural capital as a critical economic asset and source of public benefits, especially for poor people
whose livelihoods and security depend strongly on nature.

Source: www.unep.org/greeneconomy/AboutGEI/WhatisGE|/tabid/29784/Default.aspx
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Executive Summary

Introduction

1. This document represents the full and final report of the Terminal Evaluation (TE) of
“Resource Efficiency and Eco-Innovation in Developing and Transition Countries” (henceforth,
referred to as the Eco-Innovation Project), initiated by UNEP in partnership with the European
Commission (EC) in June 2012. This Evaluation Report describes the Project’s context, its Theory
of Change, evaluation findings, conclusions, lessons learned, and recommendations. Detailed
background information is included in the annexes.

2. Leveraging the EC’s Eco-Innovation Action Plan, UNEP’s Green Economy Initiative? and its
Sustainable Consumption/Production (SCP) experience & networks, particularly the UNIDO-UNEP
Resource Efficient and Cleaner Production (RECP) programme and global network (RECPnet?®), the
Eco-Innovation Project’s purpose was “to promote the transition towards sustainable industrial
production systems in developing countries and transition economies through the promotion of
eco-innovation based on resource efficient and cleaner production” (RECP eco-innovation?).
Funded through the EC’s thematic programme, Environment & Sustainable Management of Natural
Resources including Energy (ENRTP), the Eco-Innovation Project was part of the larger UN
Environment Resource Efficiency Subprogramme?®, which aimed to build business’ ability to apply
resource efficiency, including cleaner production and environmental innovation, along supply
chains and to measure and disclose performance through corporate sustainability reporting.

3. In addressing its overall goal, the Project used a 2-pronged approach: enhancing capacities
of RECP service providers to support business & industry to respond to growing demands for more
sustainable products and services while simultaneously building the motivation and capacity of
policy makers and other key actors to develop an enabling environment for eco-innovation. In this
light, activities were implemented in 9 countries (Colombia, Egypt, Kenya, Malaysia, Peru, South
Africa, Sri Lanka, Uganda, Vietnam) seen as having the potential to develop the eco-innovation
approach, pilot and prove the concept, and generate materials that could be disseminated to
catalyse replication and upscaling in these countries, and beyond. A call for bids was developed to
select service providers and countries for implementation.

4. With two revisions bringing its completion date to September 2017, the Project’s total
budget of USD 6,168,634 over its eventual 64-month duration was funded through a combined
direct contribution of USD 5,391,949 from EC Directorate-Generals for Environment (DG ENV) and

2 UNEP’s Green Economy Report (2011) used macro-economic analysis & modelling to demonstrate that greening the
economy across a range of sectors (i.e. agriculture, fisheries, water, forests, renewable energy, manufacturing, waste,
buildings, transport, tourism and cities) can drive economic recovery and growth and lead to future prosperity and job
creation, while at the same time addressing social inequalities and environmental challenges

3 Since the Project’s 2012 launch, the RECPnet, a key platform for demonstrating, validating, disseminating, and using
the Project’s outputs, has grown from 47 to 74 members, which actively promote RECP and provide technical and
policy support services to government and industry in developing countries and transition economies

4 The term ‘RECP eco-innovation’ occurs repeatedly throughout this Report, illustrating the close (terminology) link
and desired synergy of the Project’s activities and outputs with ongoing joint activities of UN Environment and UNIDO
within resource efficient and cleaner production (i.e. RECP)

5 The Eco-Innovation Project contributes to 5 of 6 components (i.e. apart from corporate sustainability reporting) of
the larger umbrella “Advancing Resource Efficiency in Business Practices” (Project PIMS # 01686)
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International Cooperation and Development (DG DEVCO), constituting 87.4%, with an in-kind
contribution of USD 776,685 (12.6%) from UN Environment.

5. This TE was undertaken in the 6-month period ahead of the Project’s closure to assess its
performance and strategic relevance and determine outcomes & impacts stemming from the
Project, including their sustainability, using criteria provided by UN Environment’s Evaluation Office
(EOU). The quality of project design was assessed as part of this undertaking; it is included in the
Inception Report developed in preparation for the main evaluation phase. While this Project was
evaluated separately from the larger Resource Efficiency Subprogramme in which it is embedded,
attempts were made to draw linkages that demonstrate its contribution to the programme-level
results framework. This evaluation serves two main purposes: (i) provide evidence of results to
meet accountability requirements; (ii) promote operational improvement and knowledge sharing.
In this light, the TE sought to identify relevant lessons for future project formulation and
implementation by UN Environment and main project partners (EC, UNIDO, RECPnet), and other
cooperation partners (ITC, UNCTAD, Regional Economic Commissions), with the aim of enhancing
catalytic effects and expanding reach, impact, and practical use of the generated outputs &
outcomes.

6. The evaluation was wholly executed by an external Evaluator using a participatory
approach where key stakeholders were kept informed and consulted throughout the process.
Primarily qualitative methods were used to determine achievements against expected outputs,
outcomes, and impacts. While it would have been ideal to have direct input from all actors involved
in implementing activities, due budget & time constraints, field missions were carried out in 4 of 9
pilot countries (Kenya, Malaysia, Uganda, Vietnam) in early Spring 2017. Local implementing
partners in the other 5 countries, donors, consultants and other relevant stakeholders were
interviewed, together with review of project reports and other relevant documents. The formulation
of the findings, conclusions, and recommendations are exclusively those of the Evaluator.

Main Findings

7. Given its link with global, regional and national needs to close industrial loops and scale up
RECP practice, its alignment with UN Environment’s leadership remit and PoW, and its high
strategic relevance for key stakeholders, the Eco-Innovation Project was set to make an important
contribution. It delivered on this opportunity by piloting a dual-pronged approach combining
application and policy components, going beyond the agency’s usual mandate to promote policy
reform and strengthen government capacities, to also promoting changes in private sector
management practices and strengthening business intermediaries and through them, SMEs, in
developing and transition economies to achieve environmentally sustainable outcomes.

8. The Project developed a novel approach to integrating sustainability thinking into a firm’s
business model that brings together RECP practice, life cycle and systems thinking, and a value
chain perspective. The approach was implemented by 10 local partners (drawn primarily although
not exclusively from RECPnet) who demonstrated different understanding and application of eco-
innovation and achieved different levels of results, which is valuable for developing insights into
the diversity of approaches to utilization and to identify factors that facilitate and hinder adoption.

9. Programmed outputs were over-achieved for the most part. The tools that were produced

were validated through a consultation process with key stakeholders, although their development
timeline exceeded the initial planning horizons and some questions were raised regarding the ease
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of uptake of eco-innovation, given its demand on the absorptive capacities of intended
beneficiaries.

10. The Project's direct outcomes, as defined in the R-TOC, were delivered. These were seen
by the Evaluator as providing “valuable first steps” and “relevant building blocks” towards the
Intermediate States; these characterizations are consistent with a pilot project setting.

11. With respect to its overall goal & planned objectives, the Project initiated a process of
system change in 9 pilot countries. While it may not have been fully clear at the outset that eco-
innovation was a meaningful response to national priorities and needs, by the end of the
intervention, significant appreciation was expressed regarding its potential, described as “the right
topic for right now”. This positive change in attitude shows the Project’'s catalytic power.
Moreover, the case study extracts regarding policy and technical implementation produced in the
Project’s final phase, which were approved by the implementing partners, together with detailed
information from implementation in Vietnam that has gone beyond the scope of the current Project,
are illustrative of the behavioural change triggered by the eco-innovation approach.

12.  There were substantial efforts to build public awareness and communicate the Project’s
objectives, progress, and outcomes. Replication potential was enhanced by drawing local
implementing partners from the RECPnet, identifying synergies with other UN Environment
initiatives, and engaging in broad opportunistic exposure; the latter represented an extensive
(unplanned) investment in disseminating the Project’s outputs. Linkages were built with the policy
work undertaken by SwitchMed (Egypt, Jordan), SwitchAsia (Vietnam, Sri Lanka), and others which
could be further tapped (e.g. PAGE) to enhance catalytic power. The replication potential that was
built already started to bear fruit through requests from entities in Brazil & Argentina for eco-
innovation training which was realised during the Project’s final phase. New contracts were also
struck in Vietnam, Malaysia, and Colombia to continue implementing the eco-innovation approach.

13.  The Project was extremely effective in developing country ownership and driven-ness and
in choosing, leveraging, and building up elements to support the Project’s delivery. Socio-political,
institutional, and environmental dimensions of sustainability were addressed.

14.  Suitable project management arrangements, financial management mechanisms,
monitoring through progress reporting, and capable and committed supervision were put in place
within UN Environment and in the pilot countries to advance activities towards results. Substantial
support and technical backstopping were provided to the local implementing partners by both the
Project Team and external sector experts. During implementation, the Project Team practiced
adaptive management to facilitate learning and seize opportunities although occasional gaps in
communication and mutual understanding led, at times, to a perception on the part of local
partners of shifting goalposts.

15. By the end of the intervention, the bulk of business strategies, business models, and
country roadmaps that were developed were approved by the top management of the companies
and governments. Although not fully implemented in all cases, the experiences and intentions that
were so far documented can be seen as illustrative of the potential of eco-innovation for triggering
change. This level of performance met the expectation of the involved stakeholders and the
Project Team. Through these developments, the Project succeeded in demonstrating the potential
for business model innovation and corresponding triggering of behavioural change in terms of
daily business practice. On the policy side, the Project identified entry points for eco-innovation

Page |13



Terminal Evaluation of the Eco-Innovation Project

within existing national policies and instruments and prepared key inputs to policy processes,
implying likelihood of uptake, provided there is continuing momentum in the pilot countries.

16.  Time efficiency proved challenging due to the Project’s complex objectives and its time
planning which did not sufficiently take into consideration the novelty of the eco-innovation
approach and the extent of multi-stakeholder consultation needed along the way (e.g. calls for
bids, peer review). The transition of UNEP’s resource management system (from IMIS to UMOJA)
during April 2015 to December 2016 led to some negative impacts. The Project itself was
sufficiently resourced and cost efficiencies were pursued through sharing external consultants
across several UNEP projects and opting for joint implementation through partnership
arrangements that increased local ownership. Two no-cost extensions were granted.

17. HR & GE aspects were considered without a specific budget allocation in place to direct
this, which is seen as a positive element of the project’s management. Substantial in-kind
contribution from local implementing partners enlarged the available resource pool. This approach
is in line with the principle of building on existing institutions, partnerships, and initiatives, which
contributed to project efficiency. At times, the level of in-kind contribution exceeded the
expectation and capacity of local implementing partners. The novelty of the eco-innovation
approach and the extra effort needed by all involved actors to come up the learning curve were
factors driving higher than expected in-kind contributions.

18.  The Project’'s overall performance and contribution is rated as satisfactory. Its impact
through replication and upscaling is seen as moderately likely. This assessment would be
enhanced if it would be the case that end beneficiaries (SMEs) are indeed able, in future, to secure
access to adequate financial and technical resources to implement eco-innovation in order to
realise its full potential and thereby generate the relevant evidence, data, and references for RECP
service providers (the primary vector for dissemination and application) to confidently develop and
offer (commercial) eco-innovation services.

19.  Table 1 summarizes the evaluation ratings on a 6-point scale.

Table 1: Ratings Table (summary)

Criterion Rating
A. Strategic Relevance Highly Satisfactory
B. Achievement of Outputs Highly Satisfactory
C. Effectiveness: Attainment of Project Objectives & Satisfactory
Results
1. Achievement of Direct Outcomes (Highly) Satisfactory
2. Likelihood of Impact Likely
3. Achievement of Project Goal and Planned Satisfactory
Objectives
D. Sustainability and Replication Moderately Likely
1. Financial Sustainability Moderately Likely
2. Socio-Political Sustainability Highly Likely
3. Institutional Framework Likely
4.  Environmental Sustainability Highly Likely
5. Catalytic Role and Replication Potential Satisfactory
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Criterion Rating
E. Efficiency Satisfactory
F. Factors Affecting Project Performance Satisfactory
1. Preparation and Readiness Moderately Satisfactory
2. Project Implementation and Management Satisfactory
3. Stakeholder Participation and Public Moderately Satisfactory
Awareness
4. Country Ownership and Driven-ness Highly Satisfactory
5. Financial Planning and Management Moderately Satisfactory
6. UN Environment Supervision and Backstopping Highly Satisfactory
7. Monitoring and Evaluation (M&E) Satisfactory
a) MA&E Design Satisfactory
b) Budgeting and Funding for M&E activities Satisfactory
¢) M & E Plan Implementation Satisfactory
Overall Project Rating Satisfactory

Main Conclusions

20. UN Environment succeeded in developing and testing a distinctive approach that shows the
promising positive contribution of fostering systems thinking, a value chain perspective, and
business model innovation inspired by RECP improvements all within a single setting that extends
1-off technical assistance into a long-term relationship of working with clients (SMEs) to future-
proof their business competitiveness and orient them towards sustainable industrial production.
This is an important achievement within the broader context of sustainability in global business
and the policy context with the emergence of Circular Economy.

21. In an already very crowded landscape of initiatives and toolkits at the avail of RECP service
providers (the key envisaged vector for dissemination and cascading), eco-innovation can be
positioned as a pertinent complement to existing tools, particularly in view of its ability to bridge
existing competency gaps in economic analysis, business modelling, business strategy, and
systems thinking. In this light, eco-innovation has the potential to energize and accelerate the
pursuit of sustainable industrial production and provides a valuable reference for deepening the
business sector’s proactive engagement on environmental issues.

22. Convincing business intermediaries and SMEs to take up this novel approach, which
demands high absorptive capacity and has potential risk, will become easier as there is more
experience on the ground and as new business models have been put to the test through full
implementation. While promising financial mechanisms, projects, and private sector consulting to
continue implementing eco-innovation models have materialised in Malaysia and Vietnam,
realisation of eco-innovation’s full potential and the Project's long-term impact depends on
adequate access to financial resources and technical support in the pilot countries and beyond. It
is not obvious that these resources will be available in the short term to fully use the capacities
built by the Project, although many international actors are working to design facilitating policies
and instruments.

23.  Those in the pilot settings attested that their attitudes had changed and new capacities

have been built. Local implementing partners and Steering Committee members have signalled
their intention to leverage the pilot experience. Near the Project’s closure, entities in Argentina,
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Brazil, Colombia, Panama, and France indicated their interest and advanced on their intentions to
implement the approach. These are very promising signs indeed. The extent to which there will be
a spontaneous expansion to other countries and widespread adoption by the bulk of RECPnet
members on the basis of this single pilot is yet to be seen. Long-term impact depends on
motivating, fostering, steering, and supporting a continuing momentum to move theoretical
benefits and potential into practical implementation in order to evaluate real results, build capacity,
and generate the evidence, references, and structures that can underpin and assure replication and
upscaling.

Main Lessons Learned

24.  The Project could have benefitted from objectives and timelines that were more realistic
and achievable in order to put less strain on the project partners and management. While this may
sound like a truism, designing programs that can be delivered on time, scope, and budget will
improve operational effectiveness and enhance reputation, providing a reliable basis to attract
support.

25. Combining application and policy dimensions within a project setting can expedite
progress in piloting a concept and accelerating its acceptance while at the same time, engaging
local structures to capitalize on a project’s results.

26.  The formulation of outcomes at the project design stage in terms of a change of behaviour
resulting from the use of an output is key to guiding projects towards the series of further
behaviour changes that would be implied along a causal pathway, increasing the likelihood of
impact.

27. Orienting selection criteria for local implementation settings towards aspects that build
country ownership and driven-ness is an efficient route to sustaining project results.

28. In contexts where beneficiaries are expected to undertake financial outlays and/or
organisational changes to demonstrate the viability of approaches being piloted, project activities
should encompass ensuring adequate access to needed funding and other factors related to
managing change, in order to move theoretical concepts to implementation and facilitate
assessment of actual impacts, thereby increasing the robustness and usability of results.

29. Having a clear exit strategy as part of project design anchors sustainability from the outset.

Key Recommendations

With respect to leveraging the experience and results of this Project in the short-term:

30. Identify pertinent cases (new business models) with important replication potential
developed under the Project, follow-up on their full implementation, and use the actual results to
enhance the business case for eco-innovation.

31. Build on the pilot country experience to deepen understanding and drive concrete actions
to support SME access to finance for eco-innovation.

32.  Extend eco-innovation’s application through strategic cooperation and leveraging RECPnet.
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33. Provided further resources would eventually be available beyond the Project’s current
scope, strengthen and communicate the online learning journey based on the Project website to
entice intended users into actually using the eco-innovation approach as well as to deepen
capacity through in-situ application, together with encouraging the use of this space for experience
exchange.

With respect to future project design and implementation:

34. Formulate direct (and intermediate) outcomes in terms of the change of behaviour that is
expected to result from the actual use of project outputs and identify corresponding indicators
that can be used to keep on this track.

35. For pilot projects that are designed to provide proof of concept, assure that adequate
access to needed resources (technical and financial) are available within the project period to
ensure that theoretical ideas can be fully moved into implementation and assessed within the
project period.

36. For projects that involve the private sector where target beneficiaries are required to
implement change and/or invest in new approaches, align the period for demonstration to reflect
the length of the business cycle for decision-making and implementation; typically, this will involve
providing a longer period for national implementation within projects and/or lengthening the
standard time of the overall project in order to deliver the desired, verified results.

I. Introduction

37. Leveraging the EC’'s Eco-Innovation Action Plan, UNEP’'s Green Economy Initiative and its
Sustainable Consumption/Production (SCP) experience and networks, particularly the joint UNIDO-
UNEP Resource Efficient and Cleaner Production programme and global network (RECPnet), the
(sub) project “Resource Efficiency and Eco-lnnovation in Developing and Transition Countries”
(henceforth, the Eco-Innovation Project) was launched in June 2012 with an overall purpose “to
promote the transition towards sustainable industrial production systems in developing countries
and transition economies through the promotion of eco-innovation based on resource efficient and
cleaner production” (RECP eco-innovation). Embedded within a larger umbrella programme,
“Advancing Resource Efficiency in Business Practices” (2014-2017), whose expected
accomplishment (EA) to UN Environment’s Programme of Work (PoW, 2014-2017) is “The
transition towards sustainable industrial production systems in developing countries and
transition economies is supported through the promotion of eco-innovation based on resource
efficient, cleaner and safer production”, the Project’s contribution was to develop, pilot, validate,
disseminate, and upscale related activities at national and regional levels.

38. Originally conceived as a 48-month endeavour, following two revisions (2014, 2016), the
Eco-Innovation Project is planned to complete in September 2017. Its budget of USD 6,168,634
was funded through the European Commission’s thematic programme for Environment and
Sustainable Management of Natural Resources including Energy (ENRTP) with cash contributions
of USD 3,661,963 from DG-ENV, USD 1,729,986 from DG-DEVCO, and UN Environment in-kind
contribution of USD 776,685 over the Project’s eventual 64-month duration.

39. In addressing its overall goal, the Project incorporated a dual approach of enhancing the

capacities of business intermediaries (e.g. RECP service providers) to support industry in
responding to growing demands for more sustainable products & services, while at the same time,
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developing the motivation and capacity of policy makers and other key actors to create an
effective enabling environment for RECP eco-innovation adoption. To this end, activities were
implemented in partnership with RECP service providers (principally but not exclusively RECPnet
members) in 9 countries covering 3 geographies (Africa/Middle East: Egypt, Kenya, South Africa;
Asia: Malaysia, Sri Lanka, Vietnam; Latin America: Colombia, Peru) seen to offer good potential for
developing and testing the eco-innovation approach, proving the concept, garnering the needed
support from political and business stakeholders, and generating materials and case studies that
could be disseminated to catalyse replication and upscaling within these countries, and beyond.

40. The Project’s activities, outputs, and outcomes fall within 4 components: |) institutional
strengthening & RECPnet expansion through enhancing RECPnet and member capacities to
provide technical support services on RECP eco-innovation especially to small- and medium-sized
enterprises (SMEs), anchored around the development of a comprehensive, validated Eco-
Innovation Manual with Supplements for Agri-Food, Chemicals, and Metals, i.e. resource-intensive
sectors with significant adverse environmental/social impacts; Il) facilitating mainstreaming of
SCP policies & eco-innovation through the provision of guidance; Ill) strengthening the business
case for RECP eco-innovation in SMEs through demonstration, documentation, and dissemination
of results to encourage upscaling; and |V) fostering global and regional networking on RECP eco-
innovation through supporting the RECPnet.

41.  This Report presents the results of the Terminal Evaluation (TE) undertaken during
January—-June 2017 by an independent consultant (see her biography in Annex 6) under the
responsibility and management of UN Environment’s Evaluation Office (EOU), in consultation with
the relevant Project Manager and Resource Efficiency Subprogramme Coordinator, in accordance
with the agency’s 2016 Evaluation Policy® and 2013 Programme Manual’ and in compliance with
EC requirements as the Project’s principal donor. This evaluation covered all activities since the
Project’s start, notionally from June 2012 extending to September 2017. The TE encompassed
dual aims; to: (i) provide evidence of results to meet accountability requirements; and (ii) promote
learning and knowledge sharing for UN Environment, European Commission, and relevant actors in
countries that participated in the Project. In this respect, the TE focussed on identifying lessons of
operational relevance for future project formulation and implementation. In this light, the TE
incorporates insights gained through what has been interpreted by the Evaluator as an internal
mid-term review carried out in November 2015 in conjunction with a global partners’ meeting®.

Il. Evaluation Methods

42. Given the TE's dual aims, the evaluation focussed on assessing the Project’s intended
outcomes in a balanced manner across its 4 components (i.e. institutional strengthening, policy
support, business case & tool development, dissemination & networking on RECP eco-innovation),
using 6 categories of evaluation criteria (i.e. strategic relevance, achievement of outputs,

6 www.unep.org/eou/StandardsPolicyandPractices/UNEPEvaluationPolicy/tabid/3050/language/en-US/Default.aspx

7www.unep.org/QAS/Documents/UNEP Programme Manual May 2013.pdf

8 This meeting brought together 31 knowledge partners, implementing partners, and government representatives
from each implementing country to provide feedback on the eco-innovation methodology and its manual, tools, and
supplements; gain first-hand inputs on policy aspects of eco-innovation; form networks & facilitate exchange amongst
the implementing partners; and contribute to an International Forum on Eco-innovation (Source: Report of UNEP Eco-
Innovation Project Global Meeting of Partners, 17-18 November 2015, Kuala Lumpur, Malaysia)
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attainment of project objectives & planned results, sustainability & replication, efficiency, factors
affecting project performance) as per the TE's Terms of Reference (see Annex 1).

43.  These evaluation criteria were rated using a 6-point scale®, with justifications elaborated
through the findings in the Report’s main body. These ratings are summarized in Table 1.

44.  The evaluation approach commenced with an inception phase, conducted remotely by
Skype with the EOU and Project Team, embodied in an Inception Report, which was developed to
build common understanding amongst the parties; clarify key issues; set out the proposed
approach and timeline for data-gathering, data analysis, and reporting-writing; document
deliverables and key milestones; and gain timely feedback to refine the evaluation approach.

45, Initiatives were undertaken to assure a robust evaluation approach, documented within the
Inception Report; namely: elaboration of an “Evaluation Matrix” following the above-mentioned 6
categories, together with envisaged sources of data to address the questions as well as indicators
expected to give concrete evidence of achieved results/impacts; a reconstruction of the Project’s
Theory of Change; and an assessment of Project Design Quality.

46. A combined qualitative and quantitative approach was deployed for data-gathering with the
aim of developing insights into fundamental strengths and shortfalls as a basis for crystallizing
the findings and extracting relevant lessons for organizational learning and operational
improvement. To deepen understanding and triangulate results, data was collected from a variety
of perspectives using multiple means, as follows:

e Desk review: of all key project documentation supplied by UN Environment and implementing
partners was undertaken, as well as consultation of the Project’s website

e Face-to-face meetings: carried out with the Project Team (Paris), other UN Environment staff
(Bangkok, Geneva, Nairobi, Paris, Geneva), donor representatives within the European
Commission (Brussels), and other relevant actors where logistically possible (Paris, Geneva)

e  Country visits: undertaken in 4 of the 9 countries (Kenya, Malaysia, Uganda, Vietnam) that
partnered in demonstration activities, which allowed for direct field observations and
meetings with local implementing partners, government representatives, and other relevant
actors seen as having potential to leverage the Project’s results. The countries for field visits
were selected in consultation with the Project Team and donor representatives to maximize
the possibility to observe the impact of the Project, taking account of geographical balance,
the opportunity for logistical synergy, piloting of both policy and application components,
inter-governmental decisions on the eco-innovation agenda, and potential to explore how
eco-innovation is connected to other projects funded by the donor. Within each country, the
local implementing partner assisted in identifying and arranging meetings with those
organisations/individuals involved in piloting activities and other relevant stakeholders, who
constituted the bulk of respondents for the purposes of this evaluation.

e Skype interviews: carried out with implementing partners in the remaining 5 pilot countries
(Colombia, Egypt, Peru, Sri Lanka, South Africa) and other actors, including knowledge
partners, capacity-building and innovation experts, and representatives from other UN
agencies and organisations with catalytic potential.

9 Highly Satisfactory (HS); Satisfactory (S); Moderately Satisfactory (MS); Moderately Unsatisfactory (MU);
Unsatisfactory (U); Highly Unsatisfactory (HU). Sustainability is rated from Highly Likely (HL) to Highly Unlikely (HU)
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e Electronic survey with ratings & explanatory justification: sent to 74 RECPnet members, in
coordination with the RECPnet Secretariat, to build awareness of a key envisaged vector of
intended beneficiaries about the Project’s outputs/outcomes and obtain their input regarding
the relevance of and interest in the approach for their country and their own services.

47. Several steps were undertaken to enhance stakeholder engagement and the quality of
consultation: i) an introductory text was prepared and sent by the Project Team to respondents
where judged appropriate; ii) respondents were informed about the TE's aims and guided in their
input through a Briefing Note and interview protocol; 3) well-formulated, open-ended questions,
follow-ups, and further probes were used to engage interviewees in a balanced reflection, generate
new insights, and yield higher quality data (as opposed to yes/no questions or the adoption of an
auditing approach) as the Evaluator deemed input to this evaluation required contextualisation,
complex description, and explanation. In total, 104 respondents were personally interviewed; a
further 10 individuals provided written feedback through the survey of the RECPnet (see Annex 2).
This consultation of a broad cross-section of implementing partners and relevant stakeholders
was used to gather a range of perspectives and thereby triangulate the data and allow for
evidence-based conclusions and recommendations.

48. Efforts were undertaken to assure the quality of data collection: i) the Evaluation Matrix
organised along the required 6 categories for evaluation, together with an interview guideline
(adapted according to respondent) was kept on hand as a reference, thereby maintaining focus on
the purpose and scope of data collection; ii) direct observations were immediately jotted down and
put in context by field notes; iii) data collected through interviews was simultaneously noted down
and clarifications were sought at the time or shortly afterwards by email; iv) interview notes were
subsequently reviewed and corrected; v) key interviews were digitally recorded and then used to
fully transcribe responses; v) photographic evidence was gathered where deemed useful; vi) facts
were checked with relevant actors and verified with additional sources, where possible.

49.  Data analysis quality was assured using a software tool (QDA Miner), which provides a
clear trace back to evidence underpinning the findings. This tool was used to systematically
analyse, code, cross-reference, and comment data gathered through interviews and written input
according to the given evaluation categories and sub-categories. The approach adopted allowed
for the emergence of new, unanticipated categories and filtering by respondent cohort to detect
further underlying patterns, orientations, similarities and differences.

50.  To preserve the integrity of the evaluation process and enhance freedom of expression, all
respondents were assured of the anonymity and confidentiality of their input. Permission was
sought and secured for the use of photo documentation and audio recordings. To the largest
extent possible, consultation was carried out on a 1:1 basis to collect perspectives and views that
were free of influence or a desire to please the Project Team. Respondents were encouraged to
provide input in their mother tongue when they felt uncomfortable with their sufficiency in English.
In such cases, translation was provided by local implementing partners.

51.  This TE encountered the standard limitations related to the available budget and time.
From a practical point-of-view, this evaluation could not cover all implementing partners engaged
in a whole suite of related activities and relevant stakeholders in all involved countries. The
Evaluator visited only 4 pilot countries and within those geographies, consultation was typically
limited to 1-2 locations, primarily where the implementing partners were based and thus
accessible within the short period allowed for each country visit. In all, only 6 companies within 3
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countries out of the pool of over 50 piloting companies spanning 9 countries were visited (see
Picture 1). For these companies as well as other demonstration sites, their results were consulted
via self-generated reports and case studies. While comparatively in-depth investigation could be
carried out in the countries chosen for field visits, in the five remaining pilot countries, input was
limited to 1-2 representatives within the implementing partners. While this was complemented by
an outreach to the entire RECPnet, the 13.5% response rate to the administered survey was
disappointingly low. Nonetheless, this mechanism did provide one means for quantitative
assessment through rankings. On balance, it is hoped that the countries and actors chosen for
relatively more intensive consultation have provided a sufficiently representative view, thereby
facilitating a balanced assessment of the Project’s intended outcomes and impacts.

Picture 1: The team from the local implementing partner in Malaysia, Sirim Berhad,
during the Evaluator’s visit to pilot company Accel Graphic (March 2017)

52.  Another limitation of the evaluation relates to the situation that the Eco-Innovation Project
was launched in parallel with the UNIDO-UNEP joint RECP Program, within a landscape populated
with many other initiatives to encourage and support resource efficiency improvements. These
initiatives draw on the same pool of implementing partners (in so far as being members of the
RECPnet) who are simultaneously linked with many other donors and organisations. Consequently,
respondents in the pilot countries did not always find it easy to distinguish amongst this complex
array of initiatives and did not always feel confident in being able to attribute direct effects and
impacts to a single project, programme, or activity.

53.  As this TE was being undertaken before the Project’s formal closure, not all reporting
information for the nine months of operation in 2017 had been gathered and was consequently not
available to the Evaluator for inclusion in the evaluation of Project performance. At the time of the
preparation of the Zero Draft Evaluation Report, not all evidence was available regarding
outcomes.

54.  The TE's preliminary findings were shared with the EOU and Project Team in the form of a
Zero Draft report to provide constructive comments. During this stage, important evidence from
national implementation demonstrating proof of concept and behavioural change was made
available to the Evaluator, who took account of this additional evidence and reflected this within
the findings. For comments received from stakeholders that were not (fully) accepted, see Annex
1.
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lll. The Project
A. Context

55. ‘Decoupling’ current consumption and production patterns and ‘leapfrogging’ to sustainable
industrial production through more efficient, environmentally-friendly, and safer use of natural
resources has traditionally been triggered by regulation & risk assessment. While this regulatory-
driven compliance mindset has brought about change, the pace has been incremental and slow.
There has been growing recognition within the international community that public and private
organizations need to be inspired and supported to act on the opportunity side of the equation to
hasten and significantly deepen the move towards SCP.

56.  An important backbone of the socio-economic fabric of developing & transition countries,
SMEs contribute up to 75% of industrial activities, account for two thirds of national employment,
and generate significantly adverse environmental effects due to inefficient operations and/or
insufficient end-of-pipe pollution control, exacerbated by weak national legislation and/or
enforcement. With increasing globalisation, the shift of activities to developing & transition
economies has brought corresponding resource depletion and environmental degradation.
Resource-intensive sectors with particularly adverse environmental and social impacts include
agri-food production, building & construction, chemicals, manufacturing, and tourism.

57. While the foundation to transition towards Green Economy' is being built, in UNEP, there
was a recognition that moving beyond incremental improvement and shifting production &
consumption patterns to a new economic paradigm required more targeted interventions, like ‘eco-
innovation’, which integrates sustainability into a firm’s core decision-making processes and
through all business dimensions, thereby nurturing different strategies, processes & practices and
rendering novel solutions to address market needs. Moreover, where companies had looked
beyond their own boundaries, into value chains and through cooperation with key partners, in 2012,
at the time of the Project’s launch, there was a growing conviction that in doing so, companies
would be able to unlock the transformative potential to deal with current and future environmental
challenges, while promoting sustainable economic activity. By the end of the Project, the issues
that were apparent at its initiation were even more pressing, with the UN Secretary General calling
even more strongly for a shift to a Green Economy in order to “create jobs, spur inclusive economic
growth and make societies more resilient; these are all critical to sustainable development and a
peaceful future”’.

58.  Against the background of the need to scale up RECP practice and close loops in industrial
systems, in partnership with the EC, UNEP initiated the Eco-Innovation Project to develop local
capacities for RECP eco-innovation amongst SMEs in developing and transition economies,
through cooperation with business intermediaries and national governments to contribute to
shaping enabling policy frameworks to mainstream SCP policies for eco-innovation. This Project

10 UNEP’s Green Economy Report (2011) demonstrated that greening the economy across a range of sectors can drive
economic recovery and growth and lead to future prosperity and job creation, while at the same time address social
inequalities and environmental challenges. This Report based its findings on macro-economic analysis and modelling
approaches in agriculture, buildings, cities, fisheries, forests, manufacturing, renewable energy, transport, tourism,
waste, and water.

11 UN Environment Annual Report 2016 www.unep.org/annualreport/2016/index.php?page=08&lang=en
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built on the agency’s work in promoting sustainable resource management since the 1990s and its
partnering with UNIDO in 1995 to support the RECP Programme & RECPnet. In offering technical
and policy support services to industry & governments in developing & transition economies, this
network was seen as a key vector for testing new approaches, tools, and services; intermediating
feedback from end beneficiaries; documenting results and lessons learned; and replication and
upscaling.

B. Objectives and Components

59. Embedded within a larger ‘umbrella’ programme’?, which aims to build business’ ability to
apply resource efficiency, including cleaner production and environmental innovation, along supply
chains and to measure and disclose performance through corporate sustainability reporting, the
Eco-Innovation Project was designed to deliver intermediate results towards the overall objective
“to promote the transition towards sustainable industrial production systems in developing and
transition economies through the promotion of RECP-based eco-innovation”. In this light, the
Project’s implementation of 4 components correspondingly yielded outcomes supporting the
larger umbrella programme in which it was nested, as shown in Table 2.

Table 2: Expected Outcomes of Eco-Innovation Project’'s 4 Components and Their Contributions to
Resource Efficiency Subprogramme “Advancing Resource Efficiency in Business Practices”

UNIDO-UNEP RECP service
provider networks
strengthened, expanded
and enhanced in their
capacity to provide
technical support services
on RECP eco-innovation.

Business case for
resource efficiency and
eco-innovation in SMEs
developed and
promoted, and
demonstration projects
on RECP eco-
innovation application
in industries with a
focus on SMEs
supported

Expected
Outcome

RECP mainstreaming in
existing environmental
and industrial
development policy and
planning regimes
promoted to facilitate
the transition towards
SCP, resource
efficiency and green
economy

Support to the global
UNEP-UNIDO Network
on RECP (RECPnet)
through global and
regional network
conferences and the
secretariat supported

Contribution

Contributes to Component

Contributes to

Contributes to

Contributes to

to larger 5: Strengthening Component 1: Science Component 1: Science | Component 5
umbrella Institutional Support by for Business through for Business by filling Strengthening

Sub- developing RECP service the publication of existing knowledge Institutional Support
programme, | provider capacities & Moving Ahead with gaps & demonstrating by facilitating regular
“Advancing motivation to apply eco- Technologies for Eco- economic & social exchange amongst
Resource innovation in SMEs Innovation, supporting benefits of eco- RECP service
Efficiency in RECP service providers | innovation at company | providers within a key
Business Contributes to to assist SMEs in level, particularly for network for
Practices” Components 2 + 3: adopting & developing SMEs, through the dissemination,

(as deduced | Developing, Testing, and technology for eco- development of “The replication, and

from its Building Capacity of New innovation Business Case for Eco- | upscaling

2014 Tools and Methodologies Innovation”

approved through provision of Eco- Contributes to

12 The Eco-Innovation Project directly contributes to 5 components of Project PIMS # 01686 “Advancing Resource
Efficiency in Business Practices” (i.e. apart from its 6" component: corporate sustainability reporting)

Page | 23




Terminal Evaluation of the Eco-Innovation Project

Project Innovation Manual and its Components 2 + 3 Contributes to
Document) 3 Value Chain Supplements | through the publication | Component 4:
(Agri-Food, Chemicals of Mainstreaming SCP | Upscaling Existing
Metals), seen as key Policy for Eco- Tools & Methodologies
management tools offering | Innovation as a through RECP eco-
step-by-step assistance to | guideline for business innovation
RECP service providers to intermediaries to demonstration
support SMEs in applying support SCP policy projects, proof of
eco-innovation integration concept, and
documentation of
relevant case studies

C. Target Areas and Groups

60. The Project’'s end beneficiaries are, generally, national-level consumers and, particularly,
citizens of the 9 pilot countries, who presumably gained access to more sustainable goods and
services whose production and consumption embodies lower impacts on their resource base and
overall environment. In this setting, the key ‘change agents’ expected to contribute to and benefit
from the Project included: business/industries, technical institutions, industry associations, local
communities, national governments’. ‘Innovative entrepreneurs’ were added through an updated
analysis of those having a stake in activities, presumably with the intention to leverage
dissemination channels like SwitchMed'. The Project targeted SMEs, RECP service providers
(business intermediaries), and policy-makers linked to SCP portfolios as beneficiaries of its
outputs & outcomes. As gender and poverty alleviation were identified as key criteria for
intervention design, it was foreseen that women and indigenous communities would be
considered in product and company selection and specifically targeted for engagement.

61. Further strategic stakeholders were identified at the outset and during implementation to
assist with awareness-raising, benefit from catalytic effects, and function as dissemination
vectors, including: other UN Environment initiatives (e.g. T0YFP, Sustainable Public Procurement &
Ecolabelling, Green Economy/PAGE, International Resource Panel, UNEP/SETAC Life Cycle
Initiative, REAL); initiatives and agencies facilitated by the 1 UN joint planning framework (e.g. UN
Global Compact, UNDP, UNIDO); regional/national EC delegations, other EC-funded programmes
(e.g. SWITCH Asia, SwitchMed, SWITCH Africa Green); global private sector associations & their
national business networks (e.g. International Chamber of Commerce and its national bodies,
World Business Council for Sustainable Development & its regional network), and others (e.g.
OECD, SEBRAE-Brazilian Agency for SMEs; Pole Eco-conception, a French NGO).

62.  The Project focused on value chains in three resource-intensive sectors with significant
adverse environmental and social impacts (Agri-Food, Chemicals, Metals), combined policy and

13 EOU identifies stakeholders broadly as all those who are affected by, or who could affect (positively or negatively)
the Project’s results. UN Environment recognizes the nine major groups as defined in Agenda 21: Business &
Industries, Children & Youth, Farmers, Indigenous People & their Communities, Local Authorities, NGOs, the Scientific
& Technological Community, Women, and Workers & Trade Unions.

14 EC-funded, implemented by UN Environment, its Mediterranean Action Plan, UNIDO, and the Regional Activity
Centre for Sustainable Consumption & Production, designed to support & connect stakeholders to scale-up social and
eco innovations in the Mediterranean. SwitchMed draws on RECPnet members as implementing partners and includes
a component that fosters incubation and Green Entrepreneurship; see www.switchmed.eu/en
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technical dimensions, within 9 pilot countries spanning three regions (Africa, Asia, Latin America),
as illustrated in Table 3.

Table 3: Value Chains and Countries Covered through Pilot Implementation

Latin America Colombia Chemicals Policy
Africa Egypt Chemicals
Asia Malaysia Chemicals
Latin America Peru Metals Policy
Africa South Africa Metals
Asia Vietnam Agri-Food Policy
Asia Sri Lanka Agri-Food
Africa Kenya Policy

D. Milestones in Project Design and Implementation

63.  The initial development of the Project proposal took place in 2010, led by UNEP’s Economy
Division’s Business & Industry Unit (BIU) in conjunction with the EC, which subsequently became
the Project’'s principal donor. As a long-standing natural partner for such topics, UNIDO’s
Environmental Management Branch staff provided input into project design, leveraging
discussions in the same era with respect to designing a jointly-run UNIDO/UNEP programme,
stemming from a 2008 Terminal Evaluation, in order to transition the focus of National Cleaner
Production Centres (NCPCs)'® towards supporting enterprises to go beyond CP to RECP.
Supporting the bulk of outcomes of the larger umbrella programme in which the Eco-Innovation
Project was nested, it was simultaneously designed to function as UNEP’s contribution to the joint
UNIDO/UNEP RECP Programme to inspire and support RECPnet members in innovating, in
economic analysis, and incorporating life cycle & systems thinking in their activities and services.

64. UNEP signed grant agreements each for 36 months with two European Commission
directorates (DG ENV, DG DEVCO), which, due to their staggered programmed inflow resulted in a
48-month project duration. UNEP approved the Project in June 2012.

65. The Project subsequently underwent two revisions (2014, 2016), which extended its
duration to 60 and then finally to 64 months, with a planned completion on 30 September 2017.

66. During its initial years, the Project focused on conceptualization and development of
methodologies and tools to support eco-innovation and the uptake of RECP practices at technical
and policy levels. Due to delays linked to UNEP’s transition to its new resource management
system'® and the desire to initiate all national implementation at the same time, by early 2015, the
Project moved into proof of concept through demonstration activities in 44 SMEs across the 9
pilot countries. The Project’s final stage was dedicated to finalising the envisaged deliverables and

151n 1995, UNIDO and UNEP established their global Cleaner Production Programme with 8 National Cleaner
Production Centres (NCPCs). By 2015, the RECPnet consisted of 58 RECP centres (subsuming the NCPCs) operating in
56 countries, linked to the UNIDO/UNEP Resource Efficient and Cleaner Production (RECP) Programme for Developing
and Transition Countries Programme. By 2017, the RECPnet had grown to 74 members, including new applications
stemming from the Eco-Innovation Project.

16 Delays attributed to the transition from the IMIS system to UNOJA were experienced by the Project from April 2015
through December 2016

Page | 25



Terminal Evaluation of the Eco-Innovation Project

preparing/delivering a global dissemination event in conjunction with the RECPnet’'s bi-annual
conference and development of an online learning platform to facilitate dissemination of the
outputs. Key milestones in project design and implementation are elaborated in Table 4.

Table 4: Key Milestones and Dates in Project Design and Implementation

UN Environment approved the Project with 36 months of programming to be implemented over a 48- June 2012
month duration, ending in May 2015

Grant agreement with DG ENV for 2,725.000 euro (start date: 1 June 2012; ending 31 May 2016) 16 February 2012
Grant agreement with DG DEVCO for 1,275,000 euro (start date: 1 June 2013; ending 31 May 2017) 25 March 2013

Joint EC 15t Forum on Eco-Innovation /1st UNEP Roundtable on Eco-Innovation with 300+ delegates 12-13 November
from government, companies, technical institutes strengthened Project engagement and catalysed 2013
technical resources

UNEP approved umbrella project, Advancing Resource Efficiency in Business Practices (January 28 February 2014
2014-December 2017)

st revision of Eco-Innovation Project as a sub-project of Advancing Resource Efficiency in Business September 2014
Practices, at no cost, extended to a 60-month duration ending in May 2017

National-level implementation pilot and demonstration activities launched in 9 countries: Colombia, 1st quarter 2015
Egypt, Kenya, Malaysia, Peru, South Africa, Sri Lanka, Uganda, Vietnam

Global Partners Meeting convened in conjunction with the International Forum on Eco-Innovation, 17-18 November
which functioned as the mid-term evaluation (Kuala Lumpur, Malaysia) 2015
Side-event on Technology Innovation for a Green Economy in Developing Countries, as part of the OECD | 14-15 December
Green Growth and Sustainable Development Forum (Paris, France) 2015

2nd revision, at no cost, extended to a 64-month duration ending 30 September 2017 March 2016
Side event on Building Partnerships for Advancing Circular Economy & Eco-Innovation Approaches in 3-5 June 2017

conjunction with 5t Global RECP Conference: presentation of case studies & panel discussion
facilitated South-South exchange; this functioned as Project’s general closure event (Helsinki, Finland)

Publication of all outputs and deliverables on UN Environment website 30 September
2017

E. Changes in Design during Implementation

67. 2013: Although a mid-term evaluation was to take place during the 3 Global Network
Conference on RECP (October 2013), due to delays in project implementation, this assessment
was conducted internally through a Global Partners Meeting (17-18 November 2015 in Malaysia).

68.  2014: The Project’s Policy Mainstreaming & Planning (Component 2) shifted from making
the “economic” case to making the “policy” case for eco-innovation in order to consolidate efforts
aimed at informing/guiding policy-makers towards facilitating RECP eco-innovation adoption in
existing national-level SCP strategies & instruments Outputs were deepened from the level of
reviewing policies to making recommendations based on policy review in 6 pilot countries linked
to building roadmaps for mainstreaming eco-innovation, foreseen from the Project’s outset. The
overt linkage with sustainable public procurement and eco-industrial estates was backgrounded in
favour of a focus on “Engaging with Technology for Eco-Innovation”, with the development of a
second policy guidance piece. Entry points and strategies for RECP service providers to be more
actively engaged in the process were explicitly woven into these changes.
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69. 2016: The step-by-step guideline on how to integrate eco-innovation at company level
(contained within the Eco-Innovation Manual and its 3 Value Chain Supplements) available in
traditional printed and electronic format was to be further adapted into an “online learning
experience tool” to extend and prolong the use of the generated outputs. The target for new
entities joining the RECPnet was increased significantly.

F. Implementation Arrangements

70. Overall project management and administration responsibilities were lodged with UNEP’s
BIU, which also played a key role in coordinating the provision of the required substantive and
technical input for the conceptualisation and development of methodology and tools. This Project
Team constituted within this Unit worked closely with UNEP Regional Offices in Latin America and
the Caribbean, Africa, and Asia and the Pacific, which played a role in supporting regional mapping
exercises (vis-a-vis RECPnet enhancement), training and validation workshops, and provided
technical back-up for activities carried out at national- and regional-level.

71. RECPnet members were identified as an effective implementation arm for UNEP and
UNIDO to reach SMEs, seen as having the “right” mandate and baseline expertise to contribute to
the commitments captured in the 2030 Sustainable Development Agenda, especially in terms of
the environmental dimension of sustainable development. Local implementing partners drawn
principally, but not exclusively, from the RECPnet were selected through an open call for proposals
through a competitive selection process in consultation with regional offices of UN Environment
and the EC. They were expected to provide technical assistance on eco-innovation to SMEs and
review national and local government eco-innovation policies in the context of demonstration
activities. Furthermore, they had a role to provide monitoring data and feedback on Project outputs
(tools, guidance), develop/adapt training material, document/share lessons learned, and develop
case studies. Their activities were specified and supported financially by the Project, with further
efforts (expected to be) contributed on an in-kind basis commensurate to their role as partners.

72.  The coordination with principal external partners (i.e. UNIDO and the RECPnet) was
conducted through the joint UNIDO-UNEP Programme management team and the RECPnet
Executive Committee using this Programme’s governance structure as illustrated in Figure 1.

Figure 1: External Coordination Structure Linked with UNIDO-UNEP Programme
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G. Project Partners

73.  The Project featured collaborative work with national stakeholders in the pilot countries
(local implementing partners, governments, and other institutional stakeholders), with other UN
entities and with other projects from the same UN Environment Subprogramme/MEA Secretariat
funded under DG ENV and DG DEVCO ENRTP Strategic Cooperation Agreements/DG ENV GPGC
Programme Cooperation Agreement, as shown in Table 5.

Table 5: Local Implementing Partners and UN Environment Sub-Programme Inter-Linkages

AIT-VN Vietnam (Asian Institute of Technology) 10YFP on SCP - through its working groups of the Consumer
Information and Sustainable Public Procurement programmes

CCS Vietnam (Centre for Creativity and Sustainability Study and Switch Asia, SwitchMed, Switch Africa Green

Consultancy

CER/Grupo GEA in Peru Sustainable Public Procurement and Eco-labelling (SPPEL)
CNPMLTA Colombia (Centro Nacional de Produccién Mas Limpia Resource Efficiency Achieved through Life cycle thinking

y Tecnologias Ambientales) (REAL)

NCPC Sri Lanka (National Cleaner Production Centre) Green Economy (PAGE)

NCPC Egypt (National Cleaner Production Centre) International Resource Panel (IRP)

KNCPC Kenya (National Cleaner Production Centre)
SIRM Berhad in Malaysia

UCPC Uganda (Uganda Cleaner Production Centre)

NCPC South Africa (National Cleaner Production Centre)

H. Project Financing

74. The original total budget for the project of USD 6,052,083 increased to USD 6,168,634 as
documented in the first revision (2014) and maintained through to the Project’s completion. This
1.93% increase is presumably due to exchange rate fluctuation. The European Commission’s
financial contribution (covering total direct costs and 7% programme support cost) accounted for
87.4%; UNEP contributed 12.6% on an in-kind basis.

75.  The project budget summary, sources of funding, and project expenditures (as of 31
December 2016) and review of funding agreements are provided in Section F. v. and Annex 4.

IV. Theory of Change

76.  The Theory of Change (ToC) underlying the Project’s design is embedded within its Project
Document and can be briefly conveyed as follows: in order to promote the transition towards
sustainable industrial production systems in developing and transition economies, companies
need to incorporate sustainability into all dimensions of their operations based on life cycle
thinking and in cooperation with partners across the value chain, which will be most fruitfully
achieved in a setting where framework conditions favour the adoption of such RECP-based eco-
innovation. To support this outcome, business intermediaries and policy-makers need to identify
and leverage entry points to pursue this change, be equipped with suitable tools and
methodologies, and be trained and accompanied (through consultancy and coaching) in their use.
Through documentation of the results, a learning process will be catalysed, together with proof of
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concept and the generation of materials to inspire replication. Disseminated through key channels
and partnerships, the Project’s results can be expected to yield a strong catalytic effect and
provide an initial foundation for mainstreaming and upscaling eco-innovation culture and practice.

77. Extensive primary field data collection to verify impacts demands significant resources,
beyond the scope of most development projects. Although this TE was conducted near project
closure, its full impacts can be expected to be more observable in future, as human and
organizational behaviour changes need time to anchor into routine and habit and for the Project’s
environmental & social impacts to become more evident. Therefore, the Evaluator developed a
reconstructed Theory of Change (R-TOC) and undertook a Review of Outcomes to Impacts (ROtl)",
an accepted approach to assess the likelihood of the desired impacts.

78.  The R-TOC (see Figure 2) was developed as follows: Firstly, the Project’s intended long-
term impacts were formulated as: i) More policy makers in target countries promote eco-
innovation approaches in their legislation; ii) More businesses (particularly SMEs) in target
countries design and offer new products & services that respect RECP principles. Described as
outputs in the Project Document, the direct outcomes (which imply a change in behaviour) are: 1)
Strengthened and expanded capacity of UNIDO-UNEP RECP service provider networks to provide
technical support services on RECP eco-innovation; Il) Existing environmental and industrial
development policy and planning regimes recognize and promote RECP eco-innovation; III)
Business case for resource efficiency and eco-innovation in SMEs has been developed, validated,
and promoted; IV) Global & regional networking and peer learning have been facilitated. The
Project’s contribution to the RE Subprogramme in which it is nested were seen as intermediate
outcomes: A) Validated, effective, practical tools for eco-innovation are more readily available and
used; B) The strategic technical capacity that has been built catalyses and expands RECP eco-
innovation in key resource-intensive sectors; C) More policy-makers are equipped and exhibit
openness to include eco-innovation in policy; D) The (SME) business sector responds more
effectively to environmental challenges; E) The (SME) business sector implements eco-innovation
as a relevant response to environmental challenges; F) RECP eco-innovation has been upscaled; G)
RECPnet takes a leadership role in stimulating the business sector in its response to
environmental challenges; H) RECPnet members are spontaneously sharing experiences and
knowledge in the area of eco-innovation, and beyond.

79.  Secondly, the logical framework was reviewed to assess the extent to which the Project’s
design was consistent with and appropriate for delivering the direct outcomes and eventual
intended impacts. This step involved verifying the causal logic between the different hierarchical
levels, moving backwards from impacts through outcomes to the Project’s outputs, which led to
the identification of ‘impact pathways’ that link the Project’s direct outcomes to the intermediate
outcomes through to the intended (long-term) impacts. Two impact pathways were identified and
respectively indicated through and pink arrows.

(stimulating and supporting the business sector in effectively responding to
environmental challenges) focused on the development and effective communication of a
convincing case for eco-innovation at company- and value-chain levels, together with building the

17 Developed by GEF Evaluation Office; refer to Review of Outcomes to Impacts Practitioners Handbook (2009).
https://www.thegef.org/gef/sites/thegef.org/files/documents/M2 ROtI%20Handbook.pdf ; cited in UNEP’s
Dec 2015 Introduction to Theory of Change / Impact Pathways, the ROtl Method and the ROtl Results Score Sheet
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capabilities to support the business sector in utilizing eco-innovation as a key response to
environmental challenges being faced.

Impact pathway 2 (making the policy context more conducive to RECP eco-innovation adoption)
focused on identifying connections with and entry points for eco-innovation within existing
national frameworks and instruments, generating recommendations for country roadmaps for
mainstreaming SCP policies for eco-innovation, and producing guidance to support business
intermediary advisory services to SMEs with respect to developing, transferring, and localizing
environmental technologies.
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Figure 2: Reconstructed Theory of Change (R-TOC)
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80. Thirdly, in analysing & modelling these impact pathways, considering the Risk Analysis
and Critical Success Factors mentioned in the Project Document, the Evaluator identified
several ‘drivers’ and ‘assumptions’. External factors (key drivers) under the influence of the
Project, its implementing partners & relevant stakeholders seen as able to transmit vital
catalytic power through the impact pathways and thereby contribute to realising its intended
impacts include:

Approach and tools are effective and can be easily cascaded

Uptake and endorsement of guidance by key stakeholders

Sufficient results are effectively quantified, described, and shared

Partnership framework amongst main partners (UNEP, UNIDO, RECPnet) supports mutually reinforcing
objectives

Results are widely shared, promoted, referenced, and recognized

RECPnet powers RECP eco-innovation

YV VYV

Y V

External factors (key assumptions) largely beyond the control of the Project, its implementing
partners & relevant stakeholders, but if present (thereby adding leverage) or minimized (in case
of hindering) could influence the realization of the intended impacts. These include:

» RECP service providers are the best equipped and motivated to build (SME) business capacity to innovate
» Weak legal & policy environments, lack of access to finance for SMEs

» Dedicated commitment & interest of governments & key stakeholders in pilot countries to leverage
synergies generated between RECP service provider operations & progress in implementation of GE, RE,
and SCP policies

Business case is perceived as compelling by key stakeholders

The needed financial & organisational means to complete the new business strategies that transform
daily business practice are available

Growing consumer demand & action to purchase & use more sustainable products, services, solutions
SMEs get inspired by and use eco-innovation tools

Increased investment into business sustainability, with appropriate governance

Interest, capacity, and commitment of SMEs to implement eco-innovative solutions

Political willingness to evolve and mainstream RECP eco-innovation in the policy context

Y VvV

VVVYVYY

These drivers and assumptions underpin the transformation of outputs to outcomes to impacts
via ‘intermediate states’. These have been considered when assessing the likelihood of the
Project’s impact, sustainability, and replication potential'®. The transitional conditions between
the Project’s direct outcomes and its intended long-term impact were identified as follows:

» National-level SCP policies and/or legislation that include the eco-innovation concept are under
discussion or preparation

» More businesses are including environmental considerations in their strategy-making and
documentation (Business Plans, market strategic, product design criteria, etc.)

» SMEs are requesting support from RECP service providers to help them design eco-innovation compliant
products/services

81.  The Evaluator received feedback on the draft R-TOC from the Project Team and EOU in
the inception phase. During field missions, the draft R-TOC was shared with respondents who

18 Introduction to Theory of Change / Impact Pathways, the ROtl Method and the ROtI Results Score Sheet (UNEP,
last updated December 2015; to be revised)
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regarded it with interest. No input was offered. The final R-TOC in Figure 2 was enhanced
throughout the main evaluation phase, in view of information and insights that came to light.

V. Evaluation Findings

A. Strategic Relevance

R1: The Project’s purpose and objectives were fully consistent with global, regional, and national
environmental needs and perceived as highly relevant by key stakeholder groups (SMEs, business
intermediaries, national governments in developing and transition economies, donors).

R2: Its design &implementation were fully aligned with UN Environment’s PoW, policies & strategies; its
outcomes supported EAs across several subprogrammes that operationalized the MTS 2014-2017; in
strengthening the agency’s leadership role by tackling a novel topic, setting a high ambition level,
providing South-South exchange opportunities, and assuring country driven-ness in pilot countries, it
was consistent with the Bali Strategic Plan; HR & GE were addressed through favouring engagement
with local implementing partners that demonstrated gender balance and focussing eco-innovation on
sectors & firms with opportunities to improve worker safety, enhance rural livelihoods, influence the
value chain, and work with local government to boost the eco-system for production.

R3: The Project showed the promising positive contribution of RECP-based eco-innovation to the pursuit
of sustainable industrial production and its potential to inspire business model innovation.

82.  Arguably the key environmental concern that unites stakeholders across global, regional,
and national levels relates to the quadrupling of global population during 1900-2000 together
with climate change events and rapid industrialisation & urbanisation, which combined into a
perfect storm of negative environmental processes perceived to threaten the Earth's capacity to
provide for 7 billion people and sustain life’®. Fostering the transition towards sustainable
industrial production is seen as key to countering the trend evident over the past decade
wherein gains in reducing environmental degradation though eco-efficiency have been
overtaken by an overall increase in production?®. Launched against this background, the Eco-
Innovation Project is fully consistent with global environmental needs to close industrial loops
and scale up RECP practice, within a life cycle and value chain perspective, as advocated by
SCP, which has increasingly supplanted the preventative approach of Cleaner Production (CP)
for increasing the efficiency of natural resource use and minimizing waste. Field interviews,
combined with the RECPnet survey feedback, indicated that the Project’s activities & outputs are
highly aligned with their respective country’s national issues and needs.

83. Embedded in the RE Subprogramme, one of 6 strategic foci of UN Environment's MTS
2014-2017, the Project implemented the PoW (2012-13, 2014-15, 2016-17) with outcomes to
promote changes in policy and business management practice to reduce the impact of
economic growth on resource depletion & environmental degradation, Featured as a case study
in UN Environment’s 2016 Annual Report, the Project was fully aligned with UN Environment's
mandate to serve as the leading global authority in articulating, facilitating, and supporting the

19 paraphrased from “The Environment”, R. Pacheco-Vega, E-International Relations, 19 January 2017 www.e-
ir.info/2017/01/19/the-environment/
20 Global Outlook on Sustainable Consumption and Production Policies: Taking Action Together (UNEP, 2012)
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response to environmental challenges. the Project had an ambition to push companies and
governments to “get ahead of the curve”?'.

84. The Project’s outcomes directly relate to EAs across several subprogrammes that
operationalize the MTS 2014-2017: fundamentally within the RE Subprogramme, the Project
contributed to EA2 Sectors and Supply by developing & fostering the uptake of the eco-
innovation approach as a Green Economy and SCP instrument and management practice that
can be incorporated into national and sectoral policies and within business and financial
operations. By developing, testing, and sharing eco-innovation tools for the Chemical, Metal, and
Agri-Food sectors, the Project has contributed to EA1 Enabling Environment. This prioritisation
of sectors for application and policy support maps directly to buttressing the agency on
emerging issues identified within the MTS 2014-2017 (Ensuring Food Safety & Security; Need to
Minimize the Risks of Chemicals & Wastes) that have global environmental impact recognized
by the scientific community as vital to human well-being but having not yet received adequate
attention from the policy community. In view of its initiative to develop policy guidance and
proof of concept for applying eco-innovation in the Chemical Sector, the Project contributed to
all 3 EAs of the Chemicals and Waste Subprogramme. In so far that the Project’'s demonstration
activities were aimed at supporting the governments in pilot countries to review and prepare
aspects to contribute towards enabling frameworks to foster the adoption of RECP eco-
innovation, in preparation for mainstreaming environmental sustainability into national
development policies and plans, the Project is seen to contribute to the Environmental
Governance Subprogramme’s EA3: Mainstreaming Environmental Sustainability.

85.  The Project presents tangible ways to put SDGs 922, 122, and 17?* into practice and it
was fully aligned with the Bali Strategic Plan?°. It incorporated both technical and policy

21 Cited in UNEP’s 2011 International Resource Panel Decoupling Report & as part of the justification for Advancing
Resource Efficiency in Business Practices, referring to GEO-5 for Business: Impacts of a Changing Environment on
the Corporate Sector www.unep.org/geo/sites/unep.org.geo/files/documents/geo5 for business.pdf
;https://sustainabledevelopment.un.org/index.php?page=view&type=400&nr=151&menu=1515

22 Goal g - Build resilient infrastructure, promote inclusive and sustainable industrialization and foster innovation.
The Eco-Innovation Project contributes to: Target 9.3 - Increase the access of small-scale industrial and other
enterprises, particularly in developing countries, to financial services including affordable credit and their
integration into value chains and markets; Target 9.4 - By 2030, upgrade infrastructure and retrofit industries to
make them sustainable, with increased resource-use efficiency and greater adoption of clean and environmentally
sound technologies and industrial processes, with all countries taking action in accordance with their respective
capabilities; Target 9.a - Facilitate sustainable and resilient infrastructure development in developing countries
through enhanced financial, technological and technical support to African countries, least developed countries,
landlocked developing countries and small island developing States

23 Goal 12 - Ensure sustainable consumption and production patterns. The Eco-Innovation Project contributes to:
Target 12.1 - Implement the 10-year framework of programmes on sustainable consumption and production, all
countries taking action, with developed countries taking the lead, taking into account the development and
capabilities of developing countries; Target 12.2 - By 2030, achieve the sustainable management and efficient use
of natural resources; Target 12.4 - By 2020, achieve the environmentally sound management of chemicals and all
wastes throughout their life cycle, in accordance with agreed international frameworks, and significantly reduce
their release to air, water and soil in order to minimize their adverse impacts on human health and the
environment; Target 12.5 - By 2030, substantially reduce waste generation through prevention, reduction,
recycling and reuse; Target 12.6 - Encourage companies, especially large and transnational
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dimensions, designed to be mutually supportive, and demonstrated UN Environment's
leadership in strengthening government capacities in developing and transition economies to
achieve environmentally sustainable outcomes. Local implementing structures (Steering
Committees organised by the local implementing partners, guided by UN Environment) were
fundamental in developing country driven-ness and functioned to provide local oversight and
input. While it may not have been fully clear within the pilot countries at the outset of activities
that eco-innovation was a needed response to national priorities and needs, by the end of the
intervention, significant appreciation was expressed regarding its potential and value.

86. A preponderance of stakeholders interviewed indicated that the Project’'s ambition level
was quite high. In view of the leadership role for UN Environment directed by the Bali Strategic
Plan, embedded in the MTS 2014-2017, such an ambition level is quite appropriate. From an
operational perspective, this high ambition reflects the notion that the UN “should be seen as
doing something important” and it was furthermore tapped as a means to inspire contribution
from engaged stakeholders as “people get a lot of energy from an ambitious vision”.

87. In terms of the Project'’s relevance to key stakeholder groups:

SMEs: those who benefitted from the technical assistance offered through the local
implementing partners and international consultants engaged by the Project tended to assess
the intervention as highly relevant as they developed new insights through a hot spots analysis
incorporating life cycle and value chain perspectives summed up with a vision statement that
conveyed the essence of a new business model complemented by strategic goals. In a general
operating context where SMEs do not instinctively tap outside sources of professional advice,
such assistance was variously described as “something that helped us to progress in the
direction of going green” (Malaysia); “this project brought my thinking to another level, to think
about all the products that could be made from all the raw material” (Vietnam); “it stimulated the
creativity of people” (Kenya); and “with this program, we changed our own mindset” (Uganda).
The cases generated from the demonstration sites confirm the relevance of the eco-innovation
approach for other SMEs in developing and transition country contexts, particularly in the
chosen application sectors (Agri-Food, Chemicals, Metals), providing a basis for replication.

Business Intermediaries: this intervention was perceived by UN Environment and UNIDO as
highly relevant for RECP service providers as it was designed to enable them to enhance their
traditional remit of providing technical advice by expanding their perspective to a firm’'s entire
business system within the broader value chain (eco-system) and to develop expertise in
market research, business model innovation, approaching consumers, etc. and/or partner with

companies, to adopt sustainable practices and to integrate sustainability information into their reporting cycle;
Target 12.a - Support developing countries to strengthen their scientific and technological capacity to move
towards more sustainable patterns of consumption and production

2% Goal 17 - Strengthen the means of implementation and revitalize the global partnership for sustainable
development. The Eco-Innovation Project contributes to Target 17.16 - Enhance the global partnership for
sustainable development, complemented by multi-stakeholder partnerships that mobilize and share knowledge,
expertise, technology and financial resources, to support the achievement of the sustainable development goals
in all countries, in particular developing countries

25 Adopted in February 2005, the Bali Strategic Plan mandated UNEP to deliver capacity-building and technology
support, become more responsive to country needs, and be better at communicating its key messages. From
internal document: “Strategy to Action: A Strategic for UNEP to Implement the Bali Strategic Plan”, 25 August 2006
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others, to extend their service offering. The Project was further perceived as addressing a
critical competency gap as the eco-innovation approach would inherently lead RECP service
providers to deepen skills in economic analysis, fundamental to promoting RECP to the private
sector. While some of the local implementing partners were initially reticent about the strategic
relevance and practical use of the Project’s activities and outputs, based on field observations,
the RECPnet survey response, and indirect feedback gleaned from the 2017 Global RECP
Conference, their perception (particularly those involved in implementation) evolved in a positive
direction, to the extent that eco-innovation was portrayed as “the right topic for right now”.

National Governments in Developing & Transition Economies: pointing to the fact that SMEs, a
backbone of most of these economies, badly need to improve their performance and gain a
competitive edge, this intervention was viewed as highly relevant and useful, variously described
as: a "win-win concept”; strengthening ongoing restructuring activities (e.g. in Agri-Food, rural
development); providing a link with other sectors (e.g. Tourism); developing knowledge on a
new topic area; furnishing needed policy support (re: national research agenda, SCP policies);
providing a platform for offering compliance assistance to industry; and offering a “3™ way” to
work with SMEs that complements command & control and voluntary approaches.

Donors: the Project was portrayed as “fitting in pretty well” with other programs related to Green
Economy, Resource Efficiency, Sustainable Consumption and Production and was deemed
relevant in so far as the Project contained scope for replication using its outcomes. SMEs
supported through other EC-funded initiatives (specifically PAGE and regional SWITCH
programs for Asia, Africa, and the Mediterranean) were expected to be able to use the outputs
generated by the Project. Moreover, the Project’s approach was perceived to be of value for
promoting circular economy in business & industry in developing countries, thereby supporting
the EC's implementation of its 2015 Circular Economy Action Plan.

88. Due to its close link to the RECPnet for implementing demonstration activities and
eventual dissemination of results and replication, this architecture provided ample
opportunities for South-South exchange through regional trainings on the eco-innovation
concept, use of the Manual, Supplements, and associated templates; presentations/discussions
during RECPnet regional meetings/annual conferences?, and other meetings of relevant
stakeholders?’. During implementation, the Project Team facilitated South-South learning in that
advances made in one pilot country were shared with the others. Spurred by a discussion that
took place during field interviews, the Evaluator is aware of one instance where an
implementing partner in one region directly approached an implementing partner in another
region to tap their experience regarding new business models and the case studies that were
developed. During the 5™ Annual RECP Conference (June 2017, Helsinki), Eco-Innovation
concept & materials were prominently featured to inform the network and encourage exchange.

%6 Convened in Helsinki, Finland (3-5 June 2017), the eco-innovation approach was featured during the Regional
Chapter Meetings through Exploring Opportunities for Projects and Regional Partnerships and through a panel
discussion on Advancing Circular Economy and Eco-innovation in Developing and Transition Economies

27 To name a few: International Forum on Eco-Innovation (19-20 November 2015, Kuala Lumpur) which brought
together 130 participants from Malaysia and ASEAN and the Eco-Innovation’s local implementing partners from
the 9 pilot countries; the 12" Asia Pacific Roundtable on SCP (12-14 July 2016, Cambodia); Life Cycle Management
Conference (17-18 October 2016, New Delhi) where the Project’s Vietnamese implementation partners presented
their eco-innovation work; ASEAN+3 Leadership Program (25-28 October, Hanoi) organised by SWITCH ASIA PSC
project where the Vietnamese implementing partners were on hand to provide inputs and discuss eco-innovation
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89. Economic, political organisational risks were analysed at the outset, together with
mitigation strategies and safeguards, which were monitored by the Project Team. Key
opportunities identified in the Project Document as contributing to successful implementation
were realised?®. There was no mention of mechanisms to reduce the negative environmental
footprint of the intervention itself. In some instances, the application of eco-innovation was
used to reduce and replace labour with technology, thereby eliminating jobs that involved
working with hazardous chemicals and led to the creation of new “green” jobs linked to new
business models. The Project undertook specific efforts to highlight a life cycle approach to
assessing the social, environmental, and economic impacts in developing new business
models.

90. The UN has a mandate to address human rights & gender equality (HR & GE) in all
interventions to promote social justice and equality?®. During the Project’s design phase, an
outreach was made to the UN Office for Operations and Corporate Services’ Gender and Social
Safeguards Unit® to solicit input on gender & social aspects. The 2014 PRC review of the larger
umbrella subprogramme in which the Project is nested buttressed these aspects through its
comments. In assessing this aspect from a result-wise perspective, the Project’'s design
addressed this dimension by: i) mentioning that its key target (SMEs) have a major bearing on
gender equality & poverty alleviation; ii) foregrounding the idea that women and indigenous
communities should be specifically considered. In assessing this aspect from a process-wise
perspective, the Evaluator examined how and to what extent HR & GE were mainstreamed in the
intervention’s programming. An easily-achievable quantitative target was set that at least 1
company per pilot country should be selected on the basis of demonstrated contributions to
addressing gender equity and/or poverty alleviation.

91. It was reported that the Project Team explicitly favoured working with local
implementing partners that demonstrated gender balance in their teams. Compared to other UN
Environment initiatives of the same era, the Eco-Innovation Project was described as having a
really high participation of women “in the staff of implementing partners, as the management
consultants and teachers of eco-innovation, thereby not only having eco-innovation brought to
them but also through them, disseminating it in their own communities”.

92. The Project Team collected sex-disaggregated data which was included in its final
reporting to the EC (2016), as shown in Table 6.

28 pressure caused by the financial crisis combined with increasing scarcity of resources did indeed open an
opportunity for the promotion and acceptance of RECP by industries. The parallel implementation of the UNIDO-
UNEP RECP Programme did provide a useful framework for engaging with UNDP and other agencies, which, in
turn, provided a useful support for country-level activities. The decision to establish the RECPnet was instrumental
in securing valuable technical inputs and this facilitated both South-South and North-South cooperation.

2% Guidance Document: Integrating Human Rights and Gender Equality in Evaluations, United Nations Evaluation
Group, August 2014, pg 19

30 The “Policy and Strategy for Gender Equality and the Environment 2014-2017” (UNEP, February 2015) is an
adjunct of the Medium-Term Strategy 2014-2017, prepared within the framework of two Rio+10 outcome
documents that guide the agency’s work: namely: “The Future We Want” and the “United Nations System-Wide
Action Plan on Gender Equality and Empowerment of Women”
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Table 6: Monitoring Data Concerning Gender Ratio in Engaged Service Providers and SMEs

Vietnam 77 69
Malaysia 45 37
Sri Lanka 75 39
Peru 66 11
Colombia 53 64
South Africa 40 18
Egypt 29 10
Uganda 50 35
Kenya 30 Kenya only handled the policy component and as such
did not engage SMEs in applying eco-innovation

93.  According to its initial design, the main tool®' used to support a systematic analysis of a
firm’s business model did not incorporate HR & GE aspects. This lack was subsequently
addressed by integrating consideration of these aspects through the Eco-Innovation Manual
linked to corporate social responsibility, demonstrating leadership through adopting the three
pillars of sustainability implicit in life cycle analysis, leveraging new business
processes/structures that ensure gender-balance to increase productivity/technical capacity &
embracing international labour standards. These notions appeared to a much lesser extent in
the policy guidance documents that were produced, and not at all in “The Business Case for
Eco-Innovation”.

94.  The Minutes of the Global Partners’ Meeting (November 2015), which functioned as an
internal mid-term review, showed that gender considerations were discussed. It was observed
that women were generally underrepresented in the 3 Value Chains under focus, together with a
recognition that they have valuable skills that have not been fully leveraged. Based on the albeit
limited set of field interviews conducted, HR & GE aspects was not perceived as a strategic aim
of the Project. These aspects were not mentioned in the Calls for Proposals used to attract local
implementing partners, nor in the SSFAs used to contract these actors, nor in the template used
to document case studies for proof of concept. The failure to foreground an orientation that the
UN has committed to pursue could reflect a perception that this Project was not designed as a
gender intervention. A review of the indicators formulated in the Project’s logical framework
suggests that there was a predominantly technical and quantitative focus, which missed the
opportunity to look more deeply at how the results impact from equality and rights perspectives.

95. Nevertheless, the Evaluator is aware of one case where a local partner explicitly used
“geographic criteria” to include a pilot company from a disadvantaged group. If the boundary for
what is comprised within HR & GE includes ensuring worker safety through reduced use & safe
disposal of hazardous chemicals, investing in suppliers upstream in the value chain (e.g.
farmers) to improve their health & incomes, enhancing rural livelihoods through new business
model arrangements, and being inspired to work with local governments to boost a new eco-
system for production, then this Project could be seen as powerfully fulfilling HR & GE aspects.

Strategic Relevance is rated as ‘Highly Satisfactory’

31 The Business Model Canvas (A. Osterwalder and Y. Pigneur, 2010) is a highly appreciated existing framework for
capturing the essential elements of a business model on one sheet of paper in a way that is logical and easy to
discuss with others, which makes this a very useful basis for spurring and documenting business model innovation
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B. Achievement of Outputs

AO1: The programmed outputs were achieved or even over-achieved in quantity, using external experts
under firm steering from the Project Team, enriched by input flowing from policy and application
activities and validated through a process of consultation with key stakeholders.

AO2: The time for their development and validation exceeded the initially planned milestones due to the
limited availability of needed expertise in the domain, underestimation of the time needed to identify and

select local implementing partners and knowledge partners and then to engage the intended
beneficiaries (SMEs, RECP service providers) in the approach.

A03: As can be expected in a pilot project that is developing & testing a complex novel topic (and indeed
is desired in order to develop insights into the diversity of approaches for uptake), local implementing
partners demonstrated different understanding and application of the eco-innovation approach and
tools, and achieved different levels of results.

AO04: The Eco-Innovation Manual, Supplements, and associated templates constitute valuable step-by-
step guidance and resource material. The extent to which these will be utilized independent of training,
consultancy, and/or coaching support to engage RECP service providers and SMEs in implementing the
eco-innovation concept is yet to be verified.

96.

The Project was implemented through 4 components, each constituted by a set of

outputs®? as shown in Table 7, with milestones and budget laid down in a delivery plan.

Table 7: Assessment of Achievement of Outputs across the Project’s Four Components

Component 1: Institutional Strengthening and RECPnet expansion

Expected Outcome

UNIDO-UNEP RECP service provider networks strengthened, expanded and enhanced in their

capacity to provide technical support services on RECP eco-innovation

Programmed | Status at Project | Assessment & Remarks

Outputs Closure

New RECP Over Achieved In addition to tapping the expertise of the Regional Offices, the findings of 5 regional

service 10 RECP service | mapping undertaken in 2014 usefully fed into the identification and engagement of

providers providers were national & regional experts and institutions, diversifying the partner and resource pool

engaged in actually that could be drawn on in developing key project outputs, in recognition that this was

the Project engaged as a new topic requiring different competences and new perspectives. The fact that 1/3

local (i.e. 3 out of 10) of the local implementing actors represented totally new partnerships

Target: 6 implementing for UN Environment is seen an appropriate achievement. Taking on more new

(setin 2012, | partners (of partnerships may have stretched the Team’s support and supervisory capacities too

revised to 8 which 7 of these | thinly, judging from what was needed in the delivery stages.

in 2016) were new to the | At project launch in June 2012, the RECPnet had 47 members. By September 2017

RECPnet) closure, this number had grown to 65 members covering 60 countries. The Project

itself can claim to have generated leads resulting in 2 new member applications on
the part of the above-mentioned partners (in Vietnam), which eventually performed at
a very high level in both of the Project’s policy and application activities, offering
mutual support and collaborating seamlessly (as gauged from field interviews and
direct observations), whose content- and process-leadership was subsequently
shared to support and inspire other local implementing partners.

A step-by- Achieved In the planning phase, there was an idea to build on existing toolkits and guidance

step Manual | 1 manualin developed by UNEP and other relevant organisations, which resulted in a first attempt

for English and 2 to formulate this into practical guidance for RECP service providers. This 15t version of

integrating other UN the Manual (2014) was judged under-par, related to challenges in conceptualisation.

32 These are drawn from the approved 2014/2016 Project Documents (revisions), which maintained the Expected
Outcome from the original 2012 Project Document and, with respect to Component 2, broadened beyond eco-
industrial parks to SCP policy support
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eco-
innovation at
company-
level,
adapted to
an online
learning
experience

Target: 1
Manual:
English and
2 other UN
languages

languages
(French and
Portuguese), 1
manual
template toolkit
in English

Unplanned &
Achieved

Set of templates
to complement
the Manual

Added through
2nd revision and
Achieved:
Website with
adapted online
learning
experience; due
for completion
by September
2017

This can be explained by the lack of clarity about the eco-innovation concept, the need
to determine its boundaries, and efforts to distinguish this from what others were
doing in an increasingly crowded international cooperation landscape. Field interviews
for this evaluation uncovered efforts were underway in the same period on the part of
a several organisations33, of which the Project Team seemed to have little awareness
and did not sufficiently tap.

An alternative knowledge partner was subsequently engaged, i.e. DTU which is a UN
Environment Collaborating Centre, whose contributions were highly appreciated by all
parties. Under the direction and supervision of the Project Team, the Manual was
significantly upgraded, expanded into a step-by-step guide, and finalized only in March
2017. In this process, it was subjected to major consultation, benefitting from
feedback from the engaged experts as well as local implementing partners in
preparation for national demonstration activities. This breadth of contribution can
normally be expected to enhance feelings of ownership and by inference, use.

During field interviews conducted by the Evaluator, this was typically the first
opportunity that respondents had to actually see and touch the finished product,
which required an extended period to produce the requested “look and feel”. The
Evaluator gathered mixed reviews concerning the Manual. There was great
appreciation for its professional design and the comprehensiveness of its contents.
While lauding the desire to translate a high-level strategic concept into a concrete
operational approach with a step-by-step implementation procedure, the eventual
result has, for the most part, been perceived as “heavy” (literally) and was deemed to
demand a high level of motivation to utilize. It was reported that the Project Team was
quite directive regarding the level of detail; contrary expert proposals were overridden,
driven by the view that the Manual's intended users (RECP service providers and other
business intermediaries), who lack expertise in business strategy development and
innovation management, would need this level of detail.

During the course of the Project, numerous templates were developed to provide
additional support to the local implementing partners; these have been assembled
into an additional output unforeseen in the initial planning.

The demonstration activities showed various levels of engagement on the part of the
involved RECP service providers in applying the Manual, ranging from closely
following the prescribed steps, to picking and choosing what was seen to be useful
and relevant, to not at all perceiving the value of the Manual for several months into
implementation and only finally opening it through strong encouragement from
external experts, then requiring extensive hand-holding and major backstopping by the
Project Team and engaged experts to keep the local partner on track.

If the latter behaviour were to hold true for the bulk of intended beneficiaries, this
would significantly curtail the prospects for applying the eco-innovation approach, if
the assumption is that application will be driven at the initiative of the RECP service
provider and/or proactive SMEs, without the advantage of extensive technical
backstopping and significant support from subject matter experts.

In the Project’s final stage, an external expert was commissioned to adapt the Eco-
Innovation Manual & other relevant outputs into an online learning environment. A
website (http://unep.ecoinnovation.org/ ) was developed; it contains an introductory
video, showcases 10 business cases drawn from the Project as proof of concept,
offers search capabilities by type of company, region, and value chain. and functions

33 EC’s Eco-Innovation Observatory (EIO) and the Centre for Sustainable Design (CfSD) with their 2015” Eco-
Innovate! A Guide to Eco-Innovation for SMEs and Business Coaches”; OECD’s “Sustainable Manufacturing Toolkit:
Seven Steps to Environmental Excellence” providing easy-to-read start-up guidance complemented by a web portal
including technical advice on performance management and guidance links www.oecd.org/innovation/green/toolkit ,
Swiss and German government funded activities to promote and implement eco-innovation (technologies,
processes, services) in eco-innovation parks; World Business Council for Sustainable Development (WBCSD) which
promoted innovation as a key element to achieving its Vision 2050, amongst others
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as a repository of the Project’s tools and resource materials. This effort can be seen
as fulfilling the idea of an online experience in so far that materials can be accessed in
a virtual manner and worked through online as well as be downloaded for local use.

Some respondents expressed concern regarding their ability to profit from an online
site, given the current state of Internet coverage, download speed, and national IT
infrastructure, particularly if downloads are beyond a relatively small size.

In principle, such a format and channel can facilitate wider dissemination of the eco-
innovation approach and its supporting materials given the possibility to easily share
and download material, via the RECPnet and hopefully beyond. Addressing the
concern expressed by some respondents that the current state of Internet coverage,
download speed, and infrastructure in certain locations may limit the opportunity to
fully profit from these resources, the Eco-Innovation Manual itself, which has the
largest volume of the tools produced by the Project, is around 7 megabytes in
downloadable form. In locations where the download speed is a constraint, the
individual chapters of the Manual, with reduced volume, can be downloaded
separately or worked through in an online manner.

Value-chain Achieved An extensive dissemination and selection process was used to choose the
Supplements | 3 supplements organisations that eventually had the lead to develop sector-specific supplements and
(related to for Agri-Food, provide technical expertise in demonstration activities: a Swedish research institute
Eco- Chemicals, for Agri-Food and a German consultancy for the Metals and Chemicals sectors. Their
Innovation Metals in efforts were initiated in April 2014, which seems to be sufficient in terms of the
Manual) English and 2 rhythm of the prerequisite preceding development of the Eco-Innovation Manual to
other UN which the Supplements are intimately linked.
Target: 3key | languages It can be confirmed that these Supplements underwent a rigorous consultation and
resource- (French and feedback process (including inclusion in the validation workshops mentioned below).
intensive Portuguese) However, as these Supplements need to be used directly with the much larger Manual,
sectors this has resulted in a relatively complex process during application.
Regional Over Achieved Regional validation workshops were convened in 5 regions (Africa, Latin America &
validation 7 regional Caribbean, Asia Pacific, West Asa, Europe), which strengthened knowledge on
and training | validation resource efficiency, validated the operational approach to eco-innovation and
workshops workshops held | stimulated interest in Calls for Proposals for national implementation partners.
in 5 regions Through 8 value-chain training programs, both public and private sector actors gained
Target: 5 8 value-chain capability to undertake a value chain assessment and develop eco-innovation models.
regional specific training | The fact that 3 (of the 5 regional validation workshops) were organised as training
workshops programs Were | avents on the eco-innovation methodology incorporates a notion of efficiency and
and 6 conducted expediency but such an approach risks that stakeholder feedback is less easy to
training accept and incorporate if participants are already simultaneously being trained on
programs what the approach entails. It is understood that, at the time, the way in which the
Project was developing the notion of eco-innovation as a strategic business approach
was relatively new in the developing country context and that there were few experts
and little reference material on which to draw. This context was perhaps seen as
justification for the Project to be more directive in this respect.
Experts Over Achieved It is a credit to the Project that a significantly higher number of experts were trained
trained on 550 experts than originally planned. This was achieved through the programmed activities and
RECP eco- were trained through further un-envisaged training programs undertaken in additional countries
innovation (Chile, Brazil, Argentina) at the cost of other donors & partners.
While the number of people exposed to eco-innovation was much higher than planned,
Target: 120 based on perspectives gained through field interviews, the training provided was

insufficient to anchor the concept and consequently, considerable “hand-holding”
from the Project Team was required, together with ample support from the sector
experts engaged for application of the Value Chain Supplements.

Component 2: Policy Mainstreaming and Planning

Expected Outcome

RECP mainstreaming in existing environmental and industrial development policy and planning

regimes promoted to facilitate the transition towards sustainable consumption and
production, resource efficiency and green economy

Programmed

| Status at Project | Assessment & Remarks
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Outputs Closure
Validated Achieved Mainstreaming Eco-Innovation in SCP Policies was developed with the active
guidance for 3 validation participation of beneficiaries, which is to be applauded, based on a strategy to
policy-makers | events held; develop their own evidence base to demonstrate the practical aspects of eco-
on innovation from business, policy, and technology angles from the demonstration
mainstreaming | 1 policy projects. In this light, its development progressed more slowly than programmed. It
eco-innovation | guideline in was available in a draft working version during the Project’s national implementation
within national- | English, phase. Changes in UN Environment'’s graphic charter reportedly led to delays in
level SCP policy| translation into design, which then delayed the publication of this output. It was envisaged that this
(English and 2 | French and guideline would be published on the UN Environment website by June 2017. As of
UN languages) | Spanish the date of this evaluation, this publication was not available in its final form.
published in This guidance features cases studies from 4 of the 9 pilot countries where the
Target: 1 September 2017 | project’s Policy Component was implemented (i.e. Colombia/Peru, Kenya, Vietnam).
stakeholder While the selection of these countries spanned 3 major regions covered by the
validation Project (Latin America, Africa, and Asia, respectively), it would be unrealistic to
event; 1 imagine that these case studies sufficiently and fully cover the scope of options in
gU|d§I|ne iIn all national contexts. Nevertheless, this should be seen as a valuable exploration of
English; 3 the ways in which RECP eco-innovation can be fostered and mainstreamed within
executive national SCP policy. On the basis of information that became available in the
summaries In Project’s final phase, concrete steps were triggered in the involved countries (e.g. in
English and 2 Peru: an Eco-Innovation Committee with government entities, incubators and
UN languages academics and a national eco-innovation website (www.eco-innovacionperu.com )
were created; in Colombia: creation of 2016-2019 Policy Roadmap for Action with 8
strategies & 35 activities, an Eco-innovation Technical Support Group, new national
database with 50 strategic eco-innovation actors, resources mobilized for eco-
innovation in 10 municipalities in the Area Metropolitana del Valle de Aburra)
National policy | Achieved Initially, 2 policy review reports were published in 2015 through cooperation with
review reports | 2 national-level SWITCH Asia and SWITCH Med. Then the level of analysis seems to have evolved;
with reports; 4 based on evidence gathered through field interviews, the interpretation of the
recommendatio| country-specific | mandated work led a local team to develop a further 4 country-specific policy
ns for policy “briefs” “briefs” (not yet finalized at the time of this evaluation).
mainstreaming Based on what the Evaluator deduced, these country-specific reports are all drawn
SCP policies to from one country (Kenya) and arose out of the interest of national stakeholders to
promote eco- explore prospects for mainstreaming eco-innovation into Water Quality Regulations,
innovation Waste Management Regulations, and Science, Technology and Innovation strategy.
The outputs underway are judged as very valuable. The Evaluator detected strong
Target: 6 reports appreciation on the part of those involved for the opportunity to engage in such an
endeavour, indicating that these policy briefs are vital references that will be used in
the country to trigger discussion and potentially legislative change in the medium
term. In this light, such a process is very attractive for replication in Kenya & beyond.
The Project Team reported that partners in 4 countries contributed to the “Roadmap
for Action” to implement recommendations of the policy review studies. In this
respect, the reported activities ranged from developing detailed implementation
plans for policies along the Agri-Food value chain at provincial level in Vietnam to
mapping existing funding opportunities for greening SMEs in one hub in Colombia.
Validated Achieved Moving Ahead with Technologies for Eco-Innovation was intended to be a resource
guidance for 1 guideline to be | for RECP service providers and other business intermediaries for advising and
technology for | published in enabling SMEs in developing, transferring, and localizing environmental
eco-innovation | September 2017 | technologies, consistent with the Addis Ababa Action Agenda34.

Target: 1

While it appeared to have been largely developed by external experts based on
academic & practitioner literature, in consultation with the Project Team, a working

34 United Nations. 2015. Addis Ababa Action Agenda from the Third International Conference on Financing for
Development, endorsed by the General Assembly in its resolution 69/313 of 27 July 20. Article 122 speaks of the
role of initiatives, such as RECPnet and NCPCs, in promoting the development and diffusion of relevant science,
technologies and capacity development.
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guideline in
English, 3
executive
summaries in
English and 2
UN languages

version of this guideline was tested by the teams in Malaysia, Egypt, South Africa,
Colombia and Peru and an expert review workshop was held by UNEP and UNIDO in
2014. This guideline was still under finalization at the time of the TE. Although few
respondents interviewed for this evaluation during the field visits seemed to be
aware of its existence and purpose, this represents a very small subsection of the
intended users; thus, extrapolation concerning its utility and use is limited.

Policy
roadmaps to
integrate eco-
innovation

Target: 6
country-
specific
roadmaps

Achieved

6 integrated
roadmaps were
produced and
approved by the
respective
government
actors

The Policy Component aimed to ensure that eco-innovation was integrated into
existing policy roadmaps to ensure their coherence to support eco-innovation in
SMEs and avoid multiplying the number of policy instruments.

Upon hearing that the Project had an aim to develop integrated policy roadmaps,
some respondents expressed scepticism about the extent to which such a Project
could stimulate the development of country-specific roadmaps, given the extent of
engagement that this would require on the part of national governments. There was
a concern that such a roadmap would be a UN Environment-driven product with
“zero or very little buy-in". In spite of this scepticism, the roadmaps for action that
were developed within the scope of the Project were described by the Project Team
as a model for other countries and met the expectations of the implementing
partners. The Evaluator did not have sufficient visibility regarding the process to
develop these roadmaps nor the resulting documents to make a further
assessment.

Component 3: Making the Business Case and Pilot Demonstration

Expected Outcome

Business case for resource efficiency and eco-innovation in SMEs developed and promoted,

and demonstration projects on RECP eco-innovation application in industries with a focus

on SMEs supported.
Programmed Status at Assessment & Remarks
Outputs Project Closure
Publication Achieved The Business Case for Eco-Innovation was first published in English in 2014 and
highlighting 1 publication; subsequent versions have been made available in Arabic, French and Spanish in
the business 1in English,4 | 2017 in collaboration with the SwitchMed program, thereby extending its distribution
case for eco- additional UN | to the Middle East/North Africa region. A Portuguese version was also prepared in
innovation, languages the final phase of the intervention.
including case (Arabic, In terms of content, this publication very helpfully focusses on the drivers underlying
studies from French, the business case for eco-innovation and explains its added value, backed up by
targ.eted value Portu.guese, case studies from around the world, half of which could be characterized as SMEs;
chains Spanish) only one of these was based in an emerging market. For this publication to be a

Target: 2
publications; 1
in English, 2
additional UN
languages

convincing instrument for policy-makers and SMEs in developing & emerging
markets, a much stronger proportion of representative cases would be needed and
can hopefully be drawn from the compendium in preparation from the Project’s
demonstration activities.

In terms of format, the Evaluator took note of the criticism mentioned by some
stakeholders that the “look & feel” of this publication is not coherent and therefore
not easily identified with the Project’s other publications (i.e. the Eco-Innovation
Manual & its Supplements), which creates unnecessary hurdles for dissemination as
a package. The Evaluator observed that its publication predated the development of
other technical outputs and was seemingly inspired by format and argumentation of
UNEP’s 2012 publication of The Business Case for the Green Economy and fits
coherently into this (alternative) set of communication materials.

With respect to the 2nd publication that was programmed (i.e. compendium of
business case studies on RECP eco innovation in English, with summaries in 2 other
UN languages), it is understood that 44 case studies were documented during the
project period. Rather than publishing these within a traditional printed publication, it
is judged to be entirely suitable that these cases are being transformed into “web
stories” to be available via the online platform before Project closure.

RECP eco-
innovation
demonstration

Over Achieved
10 RECP

Service

The Project Team is to be applauded for revising upwards its initial targets (in 2012:
6 countries, 30 eco-innovation case studies) and finally going beyond the enhanced
target by engaging 10 local implementing partners and 56 companies in 9 countries.
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projects with
business
cases
(results)
documented
in a standard
format

Target: 8
countries with
5 companies
each, 40 new
business
cases
documented
(following 2nd
revision)

Providers
within 9
countries
engaged 56
companies
which yielded
44 eco
innovation
case studies

Due to the short timeframe for national implementation (18 months), the local
implementing partners, understandably, often chose companies with whom they
already had relationships in order to reduce the time needed to build trust for
introducing such a novel approach with potential risk in relation to changing the
business model. While this approach was practical for generating the desired
results from the pilot, it opens a question about the extent to which companies that
are completely unfamiliar with RECP can be engaged in the eco-innovation approach
and derive results in such a short timeframe.

Finally, under this pilot, 44 companies implemented the eco-innovation approach
and reached varying levels of results, which have been documented using a
standard reporting format designed and provided by the Project Team.

During interviews carried out in Spring 2017 with local implementing partners and a
small sub-section of the pilot companies, while demonstrating the theoretical value
of the eco-innovation concept, many of the new business models had not yet been
implemented for various reasons: i) the project period allowed for identification of
potential measures but was typically not sufficient to facilitate full implementation
as, in any change process, this requires time to get senior management “buy-in”,
adapt internal procedures, acquire new equipment, redeploy and train new staff and
so on; ii) insufficient existing capital reserves to facilitate investment in new
technology, when the business models were driven towards a new technology
development; iii) inadequate terms and/or insufficient access to credit for green
innovation.

In cases where eco-innovation thinking led to organisational changes and
improvement in the relationship with a supplier or other actor in the value chain,
progress was observed within a shorter timeframe.

Notably, within 6 months of interviews carried out by the Evaluator, by the time of
Project closure in Autumn 2017, there was tangibly more progress in implementing
the business models and in advancing on the country roadmaps approved by the
implementing partners (see Annex ).

Dissemination
of RECP eco-
innovation
case studies
and policy
guidance in
relevant
events

Target: 3
events held, 1
in each value
chain

Over Achieved
16 events
covering the 3
targeted value
chains were
convened as
well as
numerous
opportunistic
settings were
seized to
showcase the
Project’s
activities and
results

The Project Team is to be applauded for convening a significantly higher number of
dissemination activities than initially envisaged. Presumably this was achieved due
to the efficient use of partnerships, piggy-backing of events, and combining training
and dissemination activities. Regional training was carried out in: Lima (2013),
Hanoi (2013), Amman (April 2014), Prague (May 2014), Nairobi )2014), Panama
(August 2014), Beijing (November 2014), as well as training in the 8 countries with
technical components.

Furthermore, opportunities were seized through synergistic linkages with other
programs and activities, which was particularly evident from 2015 onwards. In
addition, UNEP joined several international discussions during which the
methodological approach and the Project’s results were presented (e.g. annual
Conference of the International Solid Waste Management Association in September
2015; GIZ-hosted workshop on international value chains in October 2015; UK
government organised workshop in the context of the G7 Alliance for Resource
Efficiency in November 2015; OECD Green Growth & Sustainable Development
Forum in December 2015; the Project was presented at the Sustainable Brands
event in Buenos Aires in 2016 and through an official side event of the World
Circular Economy Forum in June 2017, jointly organised by UN Environment and
UNIDO in conjunction with the 5t RECP Global Conference in Helsinki, Finland. Six
final dissemination events were convened in South Africa, Sri Lanka, Malaysia,
Colombia, Peru, and Vietnam in 2017.

It can be expected that the extensive effort invested in dissemination activities will
spark interest and future action to apply the eco-innovation approach. This
conclusion is based on the fact that in the Project’s final stage, at the request of
outside actors, 3 training events were undertaken in Brazil, Argentina, and Colombia,
further creating demand for collaboration on eco-innovation (for example request
from Universidad de Buenos Aires, en la Facultad de Arquitectura, Disefio y
Urbanism, for a curriculum to use the eco-innovation tools and methodology).
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Component 4: Global and Regional Networking

Expected Outcome

Support to the global UNEP-UNIDO Network on RECP (RECPnet) through global and regional

network conferences and the secretariat supported.

Programmed Status at Assessment & Remarks
Outputs Project Closure
Organisation Achieved As part of UNEP's support to the joint UNEP-UNIDO RECP Programme, which was
of global 3 bi-annual launched in parallel, support from the Eco-Innovation Project was channelled
conferences conferences towards the RECP Secretariat and RECPnet’s 31, 4th, and 5th global conferences:
of RECPnet were >  Montreux (4-5 September 2013): “Putting Decoupling into Action: Moving to
convened; 2 of Scale”: 150+ participants from 60 countries participated
Target: 3 these had > Davos (12-16 October 2015): “Delivering RECP towards the Sustainable
events; 50 significantly Development Goals 2030”; 200 participants from 60+ countries attended
participants in | more > Helsinki (3-5 June 2017): “Building Partnerships for Advancing Circular
2013; 65 participants Economy and Eco-Innovation Approaches”: 60 participants in total, including
participants in | than 48 RECPnet members from 38 countries
2015;143 | anticipated, This support from UNEP, in its role as a patron agency, is seen as highly relevant
participants in | the 3 ) and appropriate given the anticipated replication and upscaling potential of this
2017 undershotits | channel for the Project's outcomes and outputs. In this light, the 3rd RECPnet
target Conference introduced the concept of Eco-Innovation for SMEs, with sessions on
presumably Agri-Food and Chemicals. The 4t RECPnet Conference, which coincided with the 20-
due to factors | year anniversary of the NCPC program (now RECP), saw the adoption of the Davos
outside the Declaration on the Promotion of RECP in Developing and Transition Countries, which
control of the | jinked the promotion, mainstreaming and scaling up of RECP to supporting the 2030
Project Agenda for Sustainable Development and advocated a stronger role for the RECPnet
to join with other partners in government, business, financial institutions, academia,
and civil society to pursue a rapid and universal uptake of RECP.
Furthermore, the 5t RECPnet Conference functioned as a “closing event” for the
Project and was a key channel to build awareness of, appreciation for, and interest
in the eco-innovation concept. Feedback gathered by the Evaluator suggested that
the members involved as implementing partners were the most in tune to the
concept although interest in the topic did appear to be high as it has been promoted
as having the potential to enable RECP service providers to extend their services and
build their capabilities for innovation. As to whether these actors will take up this
concept and apply the tools has yet to be seen.
Organisation of | Achieved The Project’s outputs and outcomes were highlighted and promoted through the
regional anticipated regional RECPnet gatherings.
RECPnet
meetings

Target: 3 events
held, 1 per
region

Acquisition of
new members
to the
RECPnet

Target: 10
new members
(raised during
the 2nd
revision from
an initial
target of 3)

Over-Achieved
18 new
members
joined, 2 of
which can be
directly
attributed to
this Project

The RECPnet grew from 47 to 65 members during the Project period. Two of these
new applications can be directly attributed to the Project (Centre for Creativity and
Sustainability Study and Consultancy and the Asian Institute of Technology in
Vietnam). As mentioned above, the Project did succeed in engaging 3 new entities
as local implementing partners. The fact that 2 of these submitted applications for
membership in the RECPnet is seen as a very positive step. It is not clear whether
the 319, as a government actor, faces its own organisational constraints with respect
to membership and fees for such a network. The target for acquisition of new
members was raised during the revision process. The formulation of the target does
not specify that this growth was to be solely generated by the Eco-Innovation
Project. Given that the RECPnet and RECP programme are jointly-supported by
UNIDO and UNEP, presumably other initiatives supported the acquisition strategy.

The RECPnet's growth over the years is related to the installation of a governance
structure consisting of the Members’ Assembly, the Executive Committee, and the
Secretariat and the establishment of Regional Chapters. Together with sustained
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support from its patron agencies, UN Environment and UNIDO, this increasing
professionalisation and the privileged position of this network have stimulated
growing interest to join the RECPnet on the part of business intermediaries,
observers (who are granted membership for an initial 2-year period before
membership fees are liable), and consultancy companies (who can join as
Associate Members, which are typically in developed countries, hoping to leverage
network membership to land RECP-related contracts or mandates available from the
patron agencies).

Achievements of the Project’s Outputs is rated as ‘Highly Satisfactory’

C. Effectiveness: Attainment of Project Objectives and Results

i. Achievement of Direct Outcomes as defined in the Reconstructed Theory of Change
(R-TOC)

E1: The Project's 4 direct outcomes can be respectively seen as “an important first step towards”,

" ou " u

“provided relevant building blocks towards”, “a valuable start towards”, “a practical contribution towards”
the Intermediate States; these characterizations are consistent with a pilot project setting

E2: The Project did succeed in developing policy roadmaps for mainstreaming eco-innovation within the
pilot countries (approved by the implementing partners) and new business models (approved by the
implementing partners) which are in the process of being operationalized, providing importance
evidence that is illustrative of the behavioural change triggered by the eco-innovation approach

97. The achievement of the Project’'s overall goal; namely: “to promote the transition
towards sustainable industrial production systems in developing countries and transition
economies through the promotion of eco-innovation based on resource efficient and cleaner
production” has been evaluated based on the 4 direct outcomes articulated within the R-TOC.

98. Direct Outcome 1: Strengthened and expanded capacity of UNIDO-UNEP RECP service
provider networks to provide technical support services on RECP eco-innovation.

There was a strategic decision to contribute to the RECP Programme and leverage the RECPnet
to test the eco-innovation approach, which offered the advantage of building on existing
relationships & institutions; this constitutes a strength on the Efficiency criterion. However, a
key assumption underlying this first direct outcome (RECP service providers are best equipped &
motivated to build (SME) business capacity to innovate) met with mixed reactions on the part
respondents. On the one hand, there was an argument that those actors (technicians, engineers,
accountants, etc.) who regularly visit SMEs have ample opportunity to “fertilize the environment
of the entrepreneur” and “be a channel of information to raise awareness that there is an
opportunity”. In this respect, the privileged position of RECPnet members (through their
institutional patronage from UN Environment and UNIDO) could arguably expedite their access
to SMEs, a key intended generator of the Project’s desired long-term impact. While respondents
raised questions about the “absorptive capacity” of such business intermediaries for such a
novel and complex topic, their typical lack of a business perspective (i.e. understanding of
markets, business models, where the company is situated in the value chain, how a firm
produces value in this context), and mentioned an over-estimation of the abilities of the local
implementing teams to identify eco-innovation potential, without significant (ongoing) support
from external subject matter experts, within the eco-innovation pilot, these actors succeeded in
strengthening and expanding their capacities to support SMEs through the provision of relevant
support services.
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Regarding a key driver of this intended direct outcome (approach & tools are effective and can
be easily cascaded), concerns were raised about the Project’s definition of “eco-innovation®®
not being consistent with mainstream use of the term as it aims to get a company to change its
vision and strategic direction. According to some respondents, changing corporate vision and
mission is highly risky, “not something a company would do without a clear advantage”, pointing
to the need for “a professional way of rolling it out” as “mistakes could have drastic
consequences” and in any case, “they don’t have the cashflow for it, don’t want to risk losing
clients. The only ones that engaged were the ones who saw a potential benefit in it. And they
asked for money to pay for the change. Mostly, they were interested in short-term immediate
changes”. Counter-balancing this view, the eco-innovation approach promoted by the Project did
succeed in generating viable solutions for the pilot companies and despite some perceived
risks, the Project Team reported that most companies’ CEOs agreed to the proposed changes. It
was also observed that business models inspired by eco-innovation which implied
organizational changes or an improvement in the relationship with a supplier or another actor in
the value chain were perceived as easier and less risky to implement than those requiring
financial investment.

A minority of respondents expressed skepticism about the prospect of integrating sustainability
into a firm’s business model without first having an overall strategy oriented towards
sustainability, inferring that the Project’s approach is therefore more naturally the domain of
start-ups, as opposed to existing enterprise. Responding to these concerns, the Project team
contended that revising business strategy to adapt to changing markets and the environment is
common practice in the business sector. The Project’s intended approach was to put the focus
on business strategy and ensure that “retrofitted” strategy was supported by top management,
as a foundation for then cascading into a new business model and roadmap for
implementation.

Against this background, mappings were undertaken with the support of the agency’s Regional
Offices, which did succeed in broadening the pool of RECP service providers and knowledge
experts that could be stimulated to respond to the Project’s two Calls for Proposals. In being
selected (according to geographic, competency, gender balance aspects) and engaged in
piloting the eco-innovation concept, the capacities of 10 RECP Service Providers in 9 countries
to provide technical support services on RECP eco-innovation were directly strengthened
through i) training by the Project Team and engaged experts; ii) their in-situ experience in
identifying & engaging SMEs and assessing their eco-innovation potential using the provided

35 First mentioned in academic literature by C. Fussler & P. James (1996) as “the process of developing new
products, processes or services which provide customer and business value but significantly decrease
environmental impact” in Driving Eco-Innovation: A Breakthrough Discipline for Innovation and Sustainability,
Pitman Publishing: London. A literature review undertaken by C. Diaz-Garcia, A. Gonzdlez-Moreno, and F.J. Sdez-
Martinez, (2015). "Eco-innovation: insights from a literature review". Innovation: Management, Policy &

Practice. 17 (1): 6-23, found a predominant definition of the term linked to “effect” {for example: “Innovation that
improves environmental performance” (Carillo-Hermosilla et al, 2010) and “The introduction of any new or
significantly improved product (good or service), process, organisational change or marketing solution that reduces
the use of natural resources (including materials, energy, water and land) and decreases the release of harmful
substances across the whole life-cycle (Eco-innovation Observatory, 2013)} as opposed to a minority of definitions
linked to “motivation” {for example: “A process where sustainability considerations are integrated into company
systems from idea generation through to R&D and commercialization” (Charter and Clark, 2007). The latter reflects
the Eco-Innovation Project’s conceptualization.
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methodology and tools; iii) applying the step-by-step methodology contained within the Eco-
Innovation Manual and its three Supplements within the targeted enterprises; iv) accompanying
and coaching these SMEs on the development of new business models; and v) documenting the
results in the form of case studies, using a standard format developed and provided by the
Project Team. Their capacities with respect to RECP eco-innovation were further consolidated
through providing feedback (through validation workshops) on the Eco-Innovation Manual and
its three Supplements, as well as the two Policy Guidelines that were produced by the Project.

Outcome 1 is consequently deemed to be an important first step towards two Intermediate
Outcomes of i) “Validated, effective, practical tools for eco-innovation are more readily available
and used”; and ii) “The strategic technical capability that has been built catalyses and expands
RECP eco-innovation in key resource-intensive sectors”, The local implementing partners
engaged in the pilot reported that they did strengthen and expand their capacities to provide
technical support services on RECP eco-innovation by applying the Eco-Innovation Manual’s
models and processes, reinforced by interactions with the external experts . In using these new
capabilities to consult and accompany the engaged pilot companies, arguably this constitutes a
change in behaviour representing a direct outcome that can be attributed to the Project. The
capacities that have been built and used during the Project can be expected to support the
Intermediate States: i) “More businesses are including environmental considerations in their
strategy-making and documentation (business plans, market strategy, product design criteria,
etc.)”; and ii) “SMEs are requesting support from RECP service providers to help them design
eco-innovation compliant products, services, and solutions”, which are expected to drive
towards the Project’s overall long-term intended impact of transitioning to sustainable industrial
production systems in developing and transition economies.

99. Direct Outcome 2: Existing environmental and industrial development policy and
planning regimes recognize and promote RECP eco-innovation

A key assumption underlying this outcome (dedicated commitment & interest of governments &
key stakeholders in pilot countries to leverage synergies generated between RECP service
provider operations & progress in implementation of GE, RE, and SCP policies) held true and
was powered by a key driver (uptake and endorsement of guidance by key stakeholders) which
is nonetheless dampened by another key assumption (weak legal & policy environments; lack of
access to finance for SMEs).The Steering Committees used as implementation mechanisms at
local level brought diverse actors from industry and government. Their composition displayed
coordination across Ministries and involvement of technical multi-stakeholder partners,
providing the foundation for a concerted and country-owned outcome. In this light, the Steering
Committees reviewed existing legislation to identify gaps and entry points for RECP eco-
innovation. In this respect, policy reviews were produced in 4 countries, which also provided
recommendations for integrating eco-innovation into existing policies (e.g. SCP, Waste, Water,
and Science, Technology, and Innovation). These country-specific roadmaps were formally
approved by the Steering Committees in Peru, Vietnam, and Colombia, which provides clear
evidence of an outcome that can be directly attributed to the Project., and cross-ministerial
institutional groups set up for ensuring its implementation. During field interviews conducted by
the Evaluator, policy makers in each of the 4 countries visited were able to describe eco-
innovation more or less in line with the Project’s definition and mentioned specifics like linking
eco-innovation to “the roll-out of our National Green Economy and Implementation Plan” (Kenya),
using eco-innovation to support the 10 pathways of the draft national SCP blueprint (Malaysia),
using eco-innovation to add value to the actors in restructuring programs being undertaken in
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agriculture and rural development (Vietnam), and using the current pilot performance to provide
baselines for a next phase (Uganda). The existence and recognition of the term ‘eco-innovation’
in Peruvian policy circles was directly attributed to the Project; significantly, eco-innovation was
included in the country’s action plan to improve its environmental performance towards OECD
ascendancy. It is understood that the review of existing policies carried out by the 4 designated
implementing partners (Colombia, Kenya, Peru, Vietnam) identified opportunities to mainstream
eco-innovation into existing national frameworks and offered recommendations, which have
been used as input into the final version of the Mainstreaming Polices for Eco-Innovation
guideline.

Outcome 2 is deemed to have provided relevant building blocks towards the Intermediate
Outcome of “More policy-makers are equipped and exhibit openness to include eco-innovation
in policy”, which contributes to the Intermediate State: i) “National level SCP policies and/or
legislation that includes the eco-innovation concept is under discussion or preparation”.

100. Direct Outcome 3: Business case for resource efficiency and eco-innovation in SMEs has
been developed, validated, and promoted

A key assumption underlying this outcome (business case is perceived as compelling by key
stakeholders) was supported through the 2014 publication of a vital resource, which brought
together contextual arguments for (i.e. “drivers”) and showcased the triple bottom-line benefits
of pursuing eco-innovation (using selected examples from companies around the world that
showed an average annual growth of 15% and were developing new solutions,
products/services that perform above industry standards). By Project closure, The Business
Case for Eco-Innovation was available in 5 languages and was shared at numerous SCP-related
events and meetings, providing important visibility for the Project and its approach. Functioning
as a cornerstone in establishing the concept of eco-innovation and its association with UN
Environment, this publication is expected to continue to serve as a key communication tool for
the Project.

A key driver (sufficient results are effectively quantified, described & shared) for powering
widespread adoption of the eco-innovation approach is linked to the generation of relevant
implemented case studies and the endorsement and advocacy of this approach by business
leaders communicated through relevant channels. As the Project aimed to demonstrate the
power of “retrofitting” business strategy supported by top management, the criteria for
company selection specifically included openness to sustainability and willingness to change
the business strategy. During the Project period, local implementing partners in Vietnam,
Malaysia, Sri Lanka, Peru, and Colombia finalized roadmaps for implementing new business
strategies, although not all had not yet embarked on their operationalization. The underlying
assumption (increased investment in business sustainability, with appropriate governance) has
therefore yet to be meaningfully demonstrated. The delay in the delivery of technical advice to
demonstration sites in Egypt, Uganda, and South Africa meant that cases stemming from these
pilots did not have the time to be fully realized within the Project period. While theoretical
implementation plans show the potential of a concept, the objective of a pilot is “proof of
concept”, which puts a strong onus onto implementation so that once verified, an approach can
be taken up and more broadly applied and replicated.

Overall, the Project experienced some difficulty in identifying feasible eco-innovation
opportunities as the approach is quite novel in the pilot countries, there were funding limitations,
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and companies’ commitment to see the process through wavered at times. Weak legal & policy
environments and the lack of SME access to finance were mentioned as hindering factors.
While the eco-innovation approach was implemented in 44 (out of a total of 56 initially
engaged?®) companies, not all cases revealed new business models with economic, social, and
environmental impacts. The Project Team reported that one reason for dropouts was not the
approach, per se, but rather the missing means to complete new business strategies that
transform daily business practice and therefore require immense efforts from the entire team
within an SME®. Nevertheless, all pilot companies succeeded in identifying relevant strategies
and goals that balanced economic, environmental, and social considerations. This mindset
change is an aim of the eco-innovation approach.

Outcome 3 is consequently deemed to be a valuable start towards Intermediate Outcomes: i)
“The (SME) business sector responds more effectively to environmental challenges”; ii) “The
(SME) business sector implements eco-innovation as a relevant response to environmental
challenges”; and iii) “RECP eco-innovation has been upscaled”, which contribute to Intermediate
States: i) “More businesses are including environmental considerations in their strategy-making
and documentation (business plans, market strategy, product design criteria, etc.)”; and ii)
“SMEs are requesting support from RECP service providers to help them design eco-innovation
compliant products, services, and solutions”. More capability will need to be developed on the
part of RECP service providers (business intermediaries) and significantly more companies will
need to be engaged in applying the approach (with adequate implementation timelines), with
documented results to catalyse meaningful replication and upscaling.

101. Direct Outcome 4: Global & regional networking and peer learning have been facilitated

A key driver (partnership framework amongst main partners — UNEP, UNIDO, RECPnet —supports
mutually reinforcing objectives) facilitated the development of relevant capabilities (business
perspective & economic analysis to complement existing technical skills in RECP) and a regular
flow of Project information to assure effective planning and implementation. Another key driver
(results are widely shared, promoted, referenced, and recognized) materialised through the
Project’'s support to the RECPnet's Secretariat and the network’s global conferences and
regional meetings. This framework was vital for introducing the eco-innovation concept,
promoting the Project’s outputs & outcomes, and fulfilling UNEP’s partnership/patronage
obligations vis-a-vis the jointly-implemented UNIDO-UNEP RECP Programme. The global
RECPnet conferences and regional events functioned to bring together and develop RECP
leadership and offered a promising venue for promoting approaches & tools that members can
take up to expand and deepen their service offering. While RECPnet members are exposed to a
variety of concepts and tools through these mechanisms, eco-innovation was regularly
highlighted, with substantive inputs shared as these were developed over the course of the
intervention, providing the basis for peer exchange and facilitating the expansion of skills and
references.

36 The higher number of companies engaged at the outset reflected a strategic decision by the Project Team and
implementing partners, accounting for the possibility of subsequent drop-outs, which proved to be the case

37 ENRTP Strategic Cooperation Agreement/GPGC Programme Cooperation Agreements, PoW 624 Advancing
Resource Efficiency in Business Practices Annex 4: Annual Project Progress Report (01/01/2016—31/12/2016), p19
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Outcome 4 is consequently deemed to be a practical contribution towards Intermediate
Outcomes of i) RECPnet members are spontaneously sharing experiences & knowledge in the
area of eco-innovation, and beyond”; ii) “RECPnet takes a leadership role in stimulating the
business sector in its response to environmental challenges”, which contribute to Intermediate
State: i) “SMEs are requesting support from RECP service providers to help them design eco-
innovation compliant products, services, and solutions”.

Achievement of the Project’s Direct Outcomes is rated as ‘(Highly) Satisfactory’

ii. Likelihood of Impact using Review of Outcomes towards Impact (ROtl) Method

L1: The Project’s direct outcomes were designed to feed into a continuing process, with some allocation
of responsibilities after project funding.

L2: Measures designed to move towards intermediate states have started and have begun to produce
results; the business models country roadmaps for mainstreaming eco-innovation have been approved
by the respective company & government actors; many parts of these were, understandably, not fully
operatlionalised by Project closure, given the time needed for full implementation.

L3: The pilot showed promising potential for eco-innovation as a response for the business sector in
facing growing environmental challenges; while the Project generated valuable resource material, the
concept is challenging to cascade without adequate training and consultancy/coaching support.

L4: The Project’s policy dimension succeeded in identifying entry points for eco-innovation within
existing national policies and instruments and prepared the way for uptake & endorsement, thereby
implying a stronger likelihood of impact, provided there is continuing momentum in the pilot settings.

L5: An ongoing framework to steer, foster, and support the integration of eco-innovation into policy
settings will spur adoption within the pilot countries; a spontaneous adoption by the majority of RECPnet
members and expansion to other countries is not envisaged, without support.

102. The likelihood of achievement of overall impact of the Eco-Innovation Project
(facilitating the transition towards sustainable industrial production systems in developing and
transition economies) was examined using the ROtl method, based on the R-TOC. The overall
likelihood that long term impact will be achieved has been rated on a 6-point scale as Likely
(corresponding to a BB rating; see Table 8). This rating is based on the following observations:

103. In the R-TOC, those aspects designated as the Project’s direct outcomes were designed
to feed into a continuing process. In this respect, in the Project’s final stage, a UN Environment
staff member was allocated to provide inputs on eco-innovation and circular economy; this
responsibility did not previously exist. The Project’s direct outcomes are seen as tangibly
contributing to designated components of the larger RE Subprogramme in which the Project is
embedded, which are reflected in the R-TOC as intermediate outcomes. In terms of
contributions towards intermediate states, the analysis of each of the Project’s direct outcomes
undertaken in the previous section respectively characterized these as “an important first step
towards”, “provided relevant building blocks towards”, “a valuable start towards”, and “a
practical contribution towards”. These characterizations are consistent with what can be
expected in light of the relatively short timeline that was designed into the overall project period
for operationalizing business models at firm level and for developing country roadmaps at
policy level. Although their implementation within the project period was not foreseen in the
Project Document, many of the pilot actors are continuing to progress along the paths that they
have approved.
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104. While UNEP’s Green Economy Initiative (GEI) helped place the GE concept at the heart of
the global development debate, its efforts to establish a convincing economic case for GE was
developed more strongly at a macro-economic level and thereby better convened international
agencies & governments than private sector actors & individual consumers®®. This background
relates to assumptions identified in reviewing the Eco-Innovation Project’s R-TOC which must
hold true to transform the intermediate states into long-term intended impacts (refer to Figure
2). The GEI's recent TE concluded that a “final transition to a Green Economy requires directed
investments from countries, both from the public and the private sector. Particularly in low-
income countries there is not enough fiscal space and the private sector is too poorly developed
to cover these investments. Additionally, the initiative has so far involved the private sector only
to a limited extent.” as the GEI's TE pointed out, “the relatively sudden and unexpected decrease
of oil prices during the last two years...directly increased fossil fuel use due to lower consumer
prices. Also, it affected the economy of important oil-producing and oil-importing countries that
generally responded with opportunistic measures (continued fossil fuel subsidies, higher fuel
imports, oil extraction by fracking) rather than applying medium term priorities related to GE
transition”. Governmental changes can impact the continuity of processes. While there has
been a moderately positive attitude amongst major economic powers towards global
environmental agreements, this can easily change, as evidenced by the US administration’s
2017 decision to pull out of the 2015 Paris Climate Accord, and then seemingly reverse this
position a few months later. These examples of risk are likely to endure and are difficult for a
project to control.

105. Nonetheless, the objective of a pilot project is to demonstrate “proof of concept” and
then, importantly, to have the pilot approach taken up and more broadly applied and replicated.
In this respect, important evidence came to light near Project closure from i) Malaysia: the
government integrated a financial scheme to support eco-innovative business; ii) Vietham: the
Ministry of Industry and Trade decided to fund two eco-innovation projects for the pulp & paper
industry, whose results are to be expanded to further enterprises within the sector and
contribute to the implementation of the national SCP action plan 2020 and to the country’s
Vision 2030; iii) Peru: the Ministry of Environment created a multi-stakeholder Eco-Innovation
Committee and a national eco-innovation website to promote the approach; iv) Colombia: the
country’s 2016-2019 Policy Roadmap for Action contains 8 strategies and 35 eco-innovation
activities, an Eco-Innovation Technical Support Group has been created, and resources for eco-
innovation have been mobilized in 10 municipalities. Annex 3 provides evidence of
implementation towards “proof of concept” in terms of changing management practices within
the pilot companies.

106. The Project’'s measures designed to move towards intermediate states have started and
are beginning to produce results. This is a notable achievement in that this Project functioned
as a pilot with dual levels of intervention, with a relatively high level of complexity: developing
and testing a novel approach, building capacity for its application, generating and documenting
results, while also reviewing existing national policies & instruments in a few countries to
identify entry points for eco-innovation. The relatively short period available for national-level
implementation led to a situation that many parts of the business models and country
roadmaps for mainstreaming eco-innovation that were developed and approved by the

38 UN Environment Project Terminal Evaluation: “Policy, macro-economic assessments & instruments to empower
governments and business to advance resource efficiency and move towards a Green Economy”, January 2017

Page | 52



Terminal Evaluation of the Eco-Innovation Project

respective company and government actors, have not proceeded through to full implementation
in all cases. However, once implemented, these would, in principle, tangibly contribute to
transitioning the Project's outcomes towards the intermediate states. Nonetheless, it is
important to consider the situation within each pilot country in order to identify which factors
facilitate and hinder adoption and its pace. For instance, in Vietnam, the country roadmap was
approved as part of the country’s SCP Action Plan which is currently being implemented, with
the result that the Eco-lnnovation Project’'s implementing partner in Vietnam has been
contracted to implement eco-innovation in a number of companies, supported by government
funding. The extent to which the Vietnam case can support extrapolation to other countries is
yet to be seen, but seems promising.

107. Regarding (stimulating and supporting the business sector in
effectively responding to environmental challenges), a key driver (the approach & tools are
effective and can be easily cascaded) may not necessarily hold true for RECPnet members that
were not part of the piloting activity, let alone business intermediaries not part of this privileged
network. Many respondents indicated that the training provided was not sufficient to convey the
concept and develop the competence to use the tools. Despite having the step-by-step (draft)
Manual available, the local implementing partners needed considerable backstopping from the
Project Team and international experts, which involved regular coordination calls, substantial
review, and provision of additional written guidance and input leading to refinement of
deliverables (at times, extremely onerous as reported by several implementing partners). These
measures were put down to extra steps necessary to overcome the initial difficulty to
implement a novel approach. According to the Project Team’'s own reporting in 2016,
substantial delays in national implementation (about 6 months, on average) were related to the
time that it took to understand and deploy the approach, the limited existing expertise in
business model innovation on the part of the RECP service providers, and their inability to
stimulate the interest of target companies due to their own inability to explain the benefits of
eco-innovation. Considering these aspects, a question must be raised about the extent of
scalability of the project concept, in view of the eventual aim of replication and upscaling.

108. Through this pilot, 44 companies implemented the approach. As already mentioned,
given the short timeframe for national implementation (18 months), local implementing partners
solicited some pilot companies from amongst those with whom they already had relationships
to enhance the possibility of generating the desired results in time. This opens the question
about the extent to which companies that are completely unfamiliar with RECP can be engaged
in the eco-innovation approach and deliver results in a similarly short timeframe, which has a
bearing on the likelihood of impact. Prospects for uptake of the eco-innovation approach would
be enhanced if expectations on the part of the intended beneficiaries are adequately managed
in this respect.

109. Understandably, not all demonstration sites revealed innovative new business models
with clear economic, social, and environmental impacts, given the novelty of the approach and
the time needed to proceed through full implementation. All of the pilot companies identified
relevant strategies and goals but to achieve those goals through overhauling their business
model represents a significant step. What the eco-innovation approach is trying to promote is a
mindset change wherein environmental and social considerations are considered on the same
level as economic aspects. A selection of cases generated through the Project are being used
as “web stories” to demonstrate this this mindset change and to disseminate the positive
effects of eco-innovation for SMEs in developing countries. Two drivers (sufficient results are
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effectively quantified, described & shared and business case is perceived as compelling by key
stakeholders), which could be expected to power replication and upscaling, need further
buttressing so that RECP service providers have access to relevant evidence, data, and
references to confidently develop (commercial) eco-innovation services. A key driver (RECPnet
powers RECP eco-innovation) has yet to materialize, although the strong linkage of the Project,
UN Environment, and UNIDO with this network certainly does offer the possibility to keep eco-
innovation visible and part of the discourse for companies to “keep ahead of the curve”.

110. UNEP’s transition to a new resource management system delayed payments to some
partners during April 2015-December 2016, which caused corresponding delays in their
activities The Project Team reportedly worked very intensively to overcome the delays and kept
all partners motivated in spite of these administrative issues to minimize negative impacts. It
was observed that the fragility of RECPnet actors’ cashflow compromises their ability to
autonomously carry on with this topic without support: commercially through consultancy
services or under the context of international cooperation. Amongst respondents interviewed
for this evaluation, reference was made to the 5-year timeframe that it took to reach a
commercial service level with CP, inferring that a similar timeframe should be kept in mind for
realising the potential of eco-innovation as a consultancy service. Moreover, a “rule of thumb”
was shared that “for a single consultant to become competent in eco-innovation would require
working with 5 companies in 5 different sectors, with documented results”. This level of
application, with its corresponding competency-building, far exceeds what the local
implementing partners undertook within this pilot project, which, as far as national
implementation is concerned, finally spanned about two years.

111. In contrast and very much on the positive side, the Evaluator gathered evidence that
RECPnet partners in two implementing countries found creative means to include eco-
innovation in other activities (Vietnam: when faced with late delivery of Project payments,
integrated eco-innovation into a call for a technical support project funded by DANIDA; Sri
Lanka: integrated eco-innovation into a 2017 proposal to UN Environment’s T0YFP on Consumer
Information, which was accepted) specifically to continue developing their competence and
generate further case studies. This vision and fortitude are to be commended and are seen as
illustrative of the creativity, perseverance, and networking capacity of RECPnet members, which
will be an asset in replicating and upscaling eco-innovation.

112. Regarding Impact pathway 2 (making the policy context more conducive to RECP eco-
innovation adoption), the key driver (uptake & endorsement of guidance by key stakeholders)
held true. There was evidence in the pilot countries of regular engagement of relevant
stakeholders in policy review activities to identify entry points, develop recommendations, and
follow the country roadmaps in the Project’s final phase. The resulting policy documents®
primarily function to “inform the government on issues” and are expected to be inputs to
ongoing national processes beyond Project closure. Likelihood of impact on the Project’s policy
side was heightened by making linkages with existing policies & instruments, to facilitate the

39 As an example, the implementation of the Policy Component in Kenya yielded several “policy briefs” which were
still in a draft form at the time of this evaluation: Mainstreaming Sustainable Consumption and Production Policy
Provisions for Eco-Innovation in Kenya, Mainstreaming Eco-Innovation in the Science, Technology and Innovation
Act of Kenya, Mainstreaming Eco-Innovation in Waste Management Regulations in Kenya, and Mainstreaming Eco-
Innovation in Water Quality Regulations in Kenya
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business model innovation triggered by the eco-innovation approach. Given that SMEs typically
face obstacles to access finance, particularly for eco-innovation which is not well-understood by
financial institutions with limited capacities to assess such applications, making progress on
evolving a policy setting that favours RECP eco-innovation adoption constitutes an important
facilitating factor.

Likelihood of Impact is rated as ‘Likely’
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Table 8: Results & Ratings of Review of Outcomes to Impact (ROtl) Analysis for Eco-Innovation Project

Project Objective

The transition towards sustainable industrial production systems in developing countries and transition economies is supported through the
promotion of resource efficient and cleaner production based on eco-innovation

Activity#® / Outputs Direct Outcomes Intermediate Outcomes Rating Intermediate Rating Impact Rating| Overall
(of the Project) (Project’s contribution to Resource Efficiency (D-A) States (D-A) (+)
Subprogramme in which it is nested)
2.1  Guidance for policy-makers on mainstreaming B B . BB
R L . R . More policy
eco-innovation in national-level SCP policy National-level SCP .
. - ) . makers in
developed & validated Existing environmental policies and/or P—
2.2 National policy review reports (4) with and industrial legislation that - .
. . . - . ) . . countries
recommendations for mainstreaming SCP policies development policy and More policy-makers include includes the eco- A
to promote eco-innovation prepared planning regimes eco-innovation within legislation innovation p. .
A ; N . innovation
2.3 Guidance for policy-makers for technology for recognize and promote concept is under
R . . . . . . approaches
eco-innovation produced & validated RECP eco-innovation discussion or o Rk
. . . within their
2.4  Country roadmaps (4) for mainstreaming SCP preparation S
L . . legislation
policies for eco-innovation elaborated
1.1  Regional mapping (5) of potential RECP service Validated, effective, practical tools for eco-
providers & Project contributors produced U.N'DO'UNEP RECP o innovation are more readily available & used
1.2  Manual developed for integrating eco-innovation service provider networks .
. strengthened, expanded . ) . More businesses
at company level and (3) Value Chain Supplements i) cxili s i et The strategic technical capacity that has been are includin
produced for key resource-intensive sectors, capacity to provide built catalyses and expands environmentgal
adapted to an online learning experience technical support services | RECP eco-innovation in key resource-intensive nsiderations in
1.3 (5) Regional validation and (8) training workshops on RECP eco-innovation sectors co s. erations
their strategy- More
cenvencd making and businesses
3.1 Business case for eco-innovation developed, RECP eco-innovation has been upscaled 2 . .
. . . documentation (particularly
including documented results from pilots . . .
. . . X Business case for X . (Business Plans, SMEs) in target|
3.2  RECP eco-innovation demonstration projects . The (SME) business sector implements eco- . R
. . . resource efficiency and X X market strategic, countries
carried out with (40) business cases documented . L innovation as a relevant response to k .
K eco-innovation in SMEs . product design design and
(supported by standard reporting format, case environmental challenges L
. has been developed, criteria, etc.) offer new
. . . . validated, and promoted . roducts &
3.3  RECP eco-innovation cases & policy guidance P The (SME) business sector responds more serices that
disseminated in relevant events effectively to environmental challenges respect RECP
) SME L
4.1 RECPnet’s global Conference organized RECPnet members are spontaneously sharing requestinZiLepport principles
i i - i ) i dk ledge in th f eco- )
bi-annually, §hov;/casmg eco mnovat:jon " Global & regional eXperlenceSi::ova:i(;vr\: andeblz c):darea of eco from RECP service
4.2 RECPne.t reglo;l.a meetings convened, with inputs networking and peer ] Y providers to help
on eco-innovation ; ;
. learning have been . L ) them design eco-
4.3  New members have joined the RECPnet facilitated RECPnet tak'es a Ieadersf'np. role in stimulating innovation
the business sector in its response to )
compliant

environmental challenges

products/services

The “outcome” rating of B is justified as follows: The project’s intended outcomes were delivered and were designed to feed into a continuing process, but with some allocation of responsibilities after project funding

The rating of B on “progress toward Intermediate States” is assigned as the measures designed to move towards intermediate states have started & are producing results illustrative of progress towards long-term impact

The overall rating of BB corresponds to a Likely assessment as do the following ratings: CB, DA, DB, AC+, BC+

40 These activities correspond to those elaborated in the approved Project Document (2016), under the Project Delivery Plan and Budget (DG ENV and DG DEVCO)
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Note: The use of this format for presenting the ROtl over-emphasizes a direct linearity that is not intended. The contents of this table directly correspond to the Project’s Reconstructed Theory of Change. The impact pathways are designated by colour:
(stimulating and supporting the business sector in effectively responding to environmental challenges) and Impact pathway 2 (making the policy context more conducive to RECP eco-innovation adoption)
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iii. Achievement of project goal and planned objectives

AP1: While more time was needed than initially planned, the Project succeeded in introducing a new concept
to business intermediaries, SMEs, policy-makers, donors, and other UN Environment stakeholders working on
related projects, and it initiated a process of system change within 9 pilot countries that can be linked to
circular economy thinking.

AP2: The dual-pronged approach of combining application with a policy dimension positively functioned to
engage relevant stakeholders to build national ownership and to expedite, accelerate, and optimise progress,
thereby facilitating change in the direction of sustainable industrial production in developing and transition
economies, in service of the Project’s overall goal and planned objectives.

113. Monitoring reports in the intervention’s early stages indicated that eco-innovation as
strategic business approach was relatively new, especially for SMEs in developing/transition
economies, and that the Project faced challenges to find suitable experts, academic research, and
bodies of practice on which to draw for the conceptualisation, which extended the timeframe for
developing key tools/resource material to support the piloting. Given the prospects for in-kind
contributions from local implementing partners to complement the already well-resourced overall
Project budget, combined with the extension in the timeline facilitated by two revisions, extending
the timeframe to 64 months, it is judged that the Project’'s ambition on an output level was realistic
for the eventual timeframe and budget available. However, the originally envisaged 36 programmed
months to be implemented over a 48-month duration was clearly not sufficient. Moreover, getting to
full proof of concept demonstrated by the full implementation of the company action plans and
policy roadmaps developed through the Project will take considerably more time. Material provided
to the Evaluator at Project closure (see Annex ) indicates that the eco-innovation approach has
indeed triggered behavioural change in each of the pilot countries, both in terms of policy change
and changing business practice, which reached or in some cases went beyond the expectations of
the original Project Document. This evidence is illustrative of the potential for triggering behavioural
change and for the eco-innovation approach to be taken up more broadly as a relevant response by
the (SME) business sector to environmental challenges.

114. While the above analysis shows that the Project’s direct outcomes, as formulated in the R-
TOC, have been achieved, its impact was assessed as moderately likely. The Project’s overall goal
was to facilitate the transition towards sustainable industrial production systems in
developing/transition economies through the promotion of eco-innovation based on RECP. The
Project Team characterized its progress towards achieving the Project's objectives as having
“begun the process of bridging practical business needs with policy objectives and aligning business
practice with the eco-innovation approach”, seen as “highly relevant for the transition to circular
economy models and introducing the language of eco-innovation as a system change approach in the
policy context". It can be confirmed that the Project sparked and supported concerted efforts on
the part of relevant stakeholders to engage in the eco-innovation concept and it introduced new
terminology with donors, business intermediaries, and other UN Environment stakeholders working
on related projects, increased uptake of eco-innovation related themes (e.g. life cycle thinking,
sustainable innovation, circular economy, social innovation) has been observed and can be seen as
further validating UN Environment’s approach and work through this Project.

41 ENRTP Strategic Cooperation Agreement/GPGC Programme Cooperation Agreements, PoW 624 Advancing Resource
Efficiency in Business Practices Annex 4: Annual Project Progress Report (01/01/2016—31/12/2016), p7

Page | 58



Terminal Evaluation of the Eco-Innovation Project

115. The insight that the development and acceptance of the overall concept could be expedited
by a conducive policy context formed the foundation for the Project. This dual approach and the
results that have been achieved thus far can be seen as “facilitating” in so far as the Project
“assisted the progress of”, “helped forward” and “made easier or less difficult” a “movement,
passage, or change from one position, state, stage, concept to another” (i.e. transition)*2. Based on
the formulation of the overall project goal, arguably, a “start” on this constitutes achievement.
Moreover, the Project did succeed in initiating a process of system change in 9 pilot countries, with
relevance beyond with respect to boosting momentum towards sustainable industrial production.

116. Embedding sustainability into a firm’'s business model involves a radical re-thinking of key
elements of the company’s vision and strategy, also in view of the value chain context in which it is
nested. The eco-innovation very usefully brings together RECP practice, life cycle and systems
thinking into a single concept which shows the potential for inspiring a positive (even proactive)
approach for companies to move towards sustainable industrial production. On the side of business
intermediaries expected to support firms in this endeavour, the concept supported the development
of skills in business strategy, business model innovation, economic analysis, market research or
encouraged partnering with others to fill this competency gap.

117. Whether eco-innovation will be widely adopted by the (SME) business sector as a
mainstream response to environmental challenges depends on significant additional steps beyond
Project closure.

Achievement of Project Goal and Planned Objectives is rated as ‘ Satisfactory’

D. Sustainability and Replication

118. The evaluation of sustainability and prospects for replication have been assessed by
reviewing five aspects: financial resources, socio-political sustainability, institutional framework,
environmental sustainability, and the catalytic role of the Project vis-a-vis upscaling and replication
potential. As all the dimensions of sustainability are deemed critical, the overall rating for
sustainability is assigned according to the lowest rating on the separate dimensions.

i. Financial Resources

S1: The Project did not have a formal exit strategy; it relied on implicit notions included in the project design
with respect to building local knowledge and mainstreaming policy change

S2: The Project design and budget did not provision for funding to ensure implementation of demonstration
activities during the Project or following its closure.

S3: While end beneficiaries (SMEs) underscored the importance of access to funding to realise the potential
of eco-innovation and while many international actors are currently actively working to design facilitating
policies & instruments, it is not obvious that sufficient financial resources will be or will become available in
the short term to use the capacities built by the Project.

119. The Project Document did not mention an exit strategy and such an aspect was not a formal
requirement at the time of project design. According to the Project Team, the exit strategy was
implicit in so far that the design involved working with institutional structures such as RECPnet

42 “racilitated” and “transition”, as defined by www.dictionary.com
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members, who would then retain the knowledge and skills developed under the Project. According
to the Project Team, the notion of exit strategy was implicit in the idea of mainstreaming eco-
innovation instead of creating new policies and instruments.

120. The Project Document did not make any reference to provisioning for the financial
sustainability of activities during the pilot or following project closure. In view of the fact that many
of the demonstration sites have developed strategies (new business models) but have not yet
moved fully through implementation, this raises an important issue related to financing their
operationalisation.

121. Interviews in the pilot countries uncovered a diversity of attitudes regarding financing the
implementation of eco-innovation: from passing on some of the cost to customers, to applying for
soft loans through an existing government-supported Green Fund to undergoing a technology audit
to qualify for a national government assistance program to establishing revolving funds (i.e. funding
subsequent improvements through savings gained from initial improvements) to hoping that UN
Environment and other international donors will step in to facilitate changes in operating
technology. Over the course of the intervention, some support was provided to pilot companies
through the Project to fund the purchase of new equipment.

122. To realise the potential in eco innovation, as well as develop new technologies and solutions
to help shift to a resource efficient economy, it is important that SMEs have access to financing. If
the business case for eco-innovation is not understood by financial institutions, this may present an
insurmountable barrier to funding eco-innovation. The need for access to finance was identified by
the Project Team as an area that needed further support.

123. In this respect, the Project has a valuable opportunity to link with existing UN Environment
initiatives that support dialogue and build awareness at policy level regarding the risks of
environmental degradation and the need to facilitate SME access to finance operational
improvements going in the direction of Green Economy. For instance, the agency’s partnership with
the global financial sector through its Finance Initiative has links to 200+ banks, insurers and
investors working to understand and address current environmental challenges. This 25-year old
initiative stimulates national dialogue amongst finance practitioners, supervisors, regulators and
policy-makers and, at the international level, promotes financial sector involvement in processes
(e.g. global climate negotiations). In this respect, the Project Team developed a proposal for
funding, jointly with UN Environment’s Finance Initiative, with the aim of matching the need of
funding mechanisms for specific training to identify sustainable proposals from SMEs and the
SMEs need for finance. To date, this initiative has not been funded and operationalized.
Furthermore, the Project Team ran a study in partnership with the NCPC in Nicaragua regarding
barriers & recommendations for financing eco-innovative SMEs. In January 2017, UN “Principles for
Positive Impact Finance” were launched to provide guidance for financiers and investors advocating
for a holistic analysis of the positive and negative impacts of economic development, human well-
being and the environment. Furthermore, UN Environment is currently collaborating with the World
Business Council for Sustainable Development on a grounding paper to bridge the funding gap of
the SDGs and work towards a new finance model that would support the implementation of the type
of new business models encouraged by eco-innovation. Presumably, at agency level, UN
Environment has a finger on the pulse of the rapidly evolving sustainability agenda and
developments in integrating environmental, social and governance issues into financial institutions
through regional roundtables organized annually.
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124. The EC’s Environmental Technologies Action Plan, which aims to make eco innovation an
everyday reality throughout Europe could be a useful source of inspiration for eco-innovators in
developing and transition countries in that the EC has been working since 2004 to develop a range
of financing options for eco-innovative SMEs, including debt- and smaller-scale financing in
recognition that venture capital is very selective and not able to address the needs of all eco-
innovators. Amongst others, The World Bank and the International Bank for Reconstruction and
Development are actively working on identifying market-based innovative methods of raising
development finance*®. Recognizing the “crucial role of technological solutions in creating
employment and protecting the climate”, the KfW Development Bank has been actively promoting
new financing solutions to support developing countries*4. Under the framework of the SwitchMed
program, several efforts are underway to enable access to finance for entrepreneurs and SMEs with
eco-innovative business-to-business solutions related to circular economy“. In this context, UNIDO
is actively working on financing solutions identified for SMEs. The European Bank for
Reconstruction and Development (EBRD) has also positioned itself as a marketplace to provide
innovative financing solutions and is explicitly promoting eco innovation as an opportunity for
companies to achieve better performance and reduce costs*. The OECD has recently published its
6™ instalment of an annual evidence-based publication*” with information on debt, equity, asset-
based finance, and framework conditions for SME and entrepreneurship finance, with an overview of
recent policy measures to support SME access to finance in 39 countries, including two of the
Project’s pilot countries (Colombia and Malaysia). Under the SwitchMed framework, in which UN
Environment is a partner, the challenges and opportunities for enabling access to finance area being
reviewed through national synergy workshops convened in collaboration with Ministries of
Environment and the local implementing partners within each of the 8 participating countries;
findings and lessons learned are already available*® from workshops conducted in Lebanon, Tunisia,
Morocco, Jordan. Furthermo