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CAPACITY DEVELOPMENT FOR ENVIRONMENTAL
SUSTAINABILITY: THE IMPORTANCE OF COUNTRY
SYSTEMS

Commitments on Country Systems: from Paris to Accra

In March 2005, ministers of developed and developing countries and heads of multilateral and bilateral
development institutions endorsed the Paris Declaration. In doing so, they committed to reform the way
aid is delivered and managed. One of the key commitments related to strengthening and using country
systems. The commitment is based on the understanding that successful development depends on a
country’s capacity to implement its policies and to manage public resources through its own institutions.

This key commitment was re-affirmed at the High Level Forum in Accra in September 2008. Donors
agreed to use country systems as a first option in the public sector; to be transparent when they decide
not to use country systems; to support country led reform programmes; to develop corporate plans for
using country systems and to channel 50% or more of government-to-government aid through partner
countries fiduciary systems (Public Financial Management and Procurement). Partners and Donors also
agreed to jointly assess the quality of country systems.

What is a Country System?

The Paris Declaration defined ‘country systems’ as including (but not restricted to): national
arrangements and procedures for public financial management, accounting, auditing, procurement,
results frameworks and monitoring.

The Accra Agenda for Action defined ‘country systems’ as national arrangements and procedures for
public financial management, procurement, audit, monitoring and evaluation, and social and
environmental procedures.

For example, in the case of public financial management, national systems for the management of funds
are those established in the general legislation (and related regulations) of the country and
implemented by the line management functions of the government.

What are the implications for environmental management and governance?

There is growing recognition that economic, political and social decisions fundamentally impact
environmental quality and the sustainability of the natural resource base. Similarly, sustainably
managed natural resources and enhanced environmental quality are vital for economic and social well-
being.

The effective management of the environment and natural resources require strong legal and
institutional frameworks, national, sub-national, sectoral and local implementing institutions, applicable



laws, regulations, rules and procedures backed by sufficient financial and human resources. Country
wide systems for environment and natural resource governance and management must be integrated
effectively into existing country systems for planning, budgeting, procurement, accounting, auditing,
monitoring and evaluation.

Recent commitments on aid effectiveness articulated in the Paris Declaration and the Accra Agenda for
Action emphasise the importance of enhancing the endogenous capacity of partner countries and their
systems for the delivery of development cooperation assistance. This mandates a shift away from
traditional approaches to capacity development for environment - which have often been project-based,
technocratic and narrowly focused on Environmental Ministries and Agencies - towards more
comprehensive country system based approaches.

What are the core environmental management functions in country systems?

At each of the entry points mentioned above there are core environmental management functions that
must be undertaken by public authorities at the national, sectoral or local level. These include i) Policy
and law formulation and provision of finance; ii) Environmental Policy Integration; iii) Policy
Implementation; iv) Compliance Assurance; and v) Activity Support.

Table 1. Core Functions of Public Authorities Ensuring Effective and Efficient Environmental Management

Formulating environmental policies

Designing regulatory frameworks

Creating the evidence base for decision-making and monitoring implementation
Conducting economic analysis

Analysing and addressing social effects of environmental policies

Applying strategic financial planning

Managing public environmental expenditure

I. Policy and law
formulation, and
provision of finance

Greening territorial development policies

Integrating environmental and security policies

Promoting environmentally sound product policies

Ensuring preparedness and response to disasters and accidents

Apply strategic environmental assessment — a tool for policy integration
Establishing environmental standards

Conducting environmental assessments at the project level

Setting company-specific requirements

Correcting market failures through economic instruments

Creating markets to achieve environmental goals

Promoting behavioural change through “Information” regulation
Facilitating corporate initiatives to improve environmental performance
Managing assets and enabling the provision of environmental services

Il. Environmental
policy integration

11l. Policy
implementation

Conducting the identification and profiling of the regulated community
Facilitating compliance assistance to the regulated community
Detecting non-compliance

Ensuring non-compliance response

IV. Compliance
assurance

Defining organisational structures and providing leadership
Ensuring intra-agency activity and budget planning

V. Activity support Organising effective interaction, internally and externally
Managing human resources and performance

Source: OECD 2008

What are the entry points for Integrating Environment in Country Systems?



National Development Planning

Most governments regularly develop broad (multi-sectoral) socio-economic development strategies that
outline long-term development objectives. These strategies can have many names — National Economic
Development Plans, Five or Ten year Development Plans, National Sustainable Development Strategies,
and Poverty Reduction Strategies are common terms and Regional Development Strategies or National
Competiveness Strategies also exist. These national development planning processes are of high
importance as they often set the objectives that will guide government programmes, national budgetary
allocations and donor support. They are therefore a key element of a governments’ environmental
management system.

The effective management of the environment and natural resources requires the integration of the
environment and natural resource management in national development planning. This has two
dimensions:

Technical Dimensions: These socio-economic strategies are generally based on a robust analytical
framework which help senior policy makers in identifying priorities and determining how different
interventions could contribute to achieving national objectives. There is therefore significant scope for
better analysis to improve environmental integration in these strategies. The availability of analytical
work making the economic case for the environment, establishing links between poverty and
environment, or identifying the policies and programmes to bring about better pro-poor environment
management or green growth will help to improve the quality of national development plans. The OECD
publication (2008) on Greening Development Planning: A Review of Country Case Studies for Making
the Case for Improved Management of the Environment and Natural Resource provides some valuable
insight in this regard.

Political Dimensions: A national development plan is fundamentally a political process which has to,
explicitly or implicitly, resolve trade-offs between different planning processes. The integration of
environmental objectives can therefore only be achieved through coordinated and integrated strategies
across key sectors and with a range of political actors. There is a clear need for actors to enhance their
capacities to understand the political dimensions— who, how and when input can be provided and/or
how to broaden the range of actors that are taking part in the national development planning process
and to have champions working for the recognition of environmental objectives within the political
process.

Public Financial Management

Although the exact definition of Public Financial Management (PFM) may differ from donor to donor or
from one partner country to another, PFM, as generally understood, includes all components of a
country’s budget process — both upstream (including strategic planning, medium-term expenditure
framework, annual budgeting) and downstream (including revenue management, procurement, control,
accounting, reporting, monitoring and evaluation, audit and oversight). Sound PFM supports aggregate
control, prioritisation, accountability and efficiency in the management of public resources and delivery
of services, which are critical to the achievement of public policy objectives such as the MDGs.

A robust public financial management (PFM) system is vital to a country’s development efforts and to
the effectiveness of the aid funds that support those efforts including activities related to the
governance and management of environment and natural resource management.

The OECD-DAC Task Force on Public Financial Management has been working in a range of areas to help
partners and donors alike fulfill their commitments and reap the benefits of sound PFM systems. In



particular, they have outlined key recommendations for donor support to a Country’s PFM system and
its use in the publication Managing Development Resources: the Use of Country Systems in Public
Financial Management. In addition the OECD Task Team on Governance and Capacity Development for
Environment and Natural Resource Management jointly supported by the Development Assistance
Committee (DAC) and Environmental Policy Committee (EPOC) has undertaken a range of work on the
integration of environment into Public Financial Management. The Task Team has published a working
paper on Integrating Public Environmental Expenditure within Multi-year Budgetary Frameworks.

Key Economic Sectors

Agriculture, energy, extractive industries, forestry, and transportation are the engines of many
developing economies. Long-term Economic, political and social welfare depends upon sustainable
natural resource use and the effective management of environmental assets and services. A great deal
of capacity is needed to ensure sector policies, plans and programs and their ultimate implementation
contribute to sound environment and natural resource management.

Agriculture is both fundamental to food security and to economic prosperity. Environmental challenges
such as soil salinity, soil erosion, and climate change can therefore threaten economic prosperity and
the basic food supply. There is a need to enhance capacity to integrate environmental considerations in
agricultural policies, plans and programs through awareness raising of staff, policies within agricultural
ministries and agencies, as well as training of farmers at the local level.

The Energy Sector can produce high levels of green house gas emissions and other pollutants
particularly in developing countries dependent on coal and old technologies. There are therefore a wide
range of environmental capacity needs in the energy sector including human and technological
knowledge to facilitate the use of “environmentally friendly” fuel sources and technologies. There is
also a need for individual and institutional capacity to integrate environmental consideration into all
policies, plans and programs in the energy sector.

How can donors’ capacity development activities strengthen country systems?

Capacity is the ability of people, organisations and society as a whole to manage their affairs
successfully®.

Capacity is important because it underpins the performance of country systems, particularly in
delivering basic goods and services, and providing a suitable policy and regulatory environment for
development to take place.

Government capacity is crucial for creating a regulatory climate conducive to economic and social
development and for delivering the basic public services that affect people’s living standard. Lack of
government capacity can undermine development or lead to the adoption of a development model that
disregards production externalities, thus affecting the wealth of citizens and resulting in wrong signals
about the real level of economic growth'.

Capacity Development is the process whereby people, organisations and society as a whole unleash,
strengthen, create, adapt and maintain capacity over time’.

Within country systems, there are several dimensions of capacity development including (i) individual
competencies (knowledge and skills of individuals as well as their ability to set objectives and achieve

* OECD 2006 The Challenge of Capacity Development — Working Towards Good Practice
* OECD 2008 Assessing Environmental Management Capacity: Towards a Common Reference Framework
* OECD 2006 The Challenge of Capacity Development — Working Towards Good Practice



these objectives) (ii) organisational capacity (an organisations mission or mandate, planning and
decision making processes, structure and resources and culture) and the enabling environment (legal
and policy frameworks etc).

Table 2: Summary of key issues to consider for each of these dimensions of capacity development3

- leve Components
Enabling environment — the policy, legal, regulatory, Policy, legal and regulatory frameworks
economic and social support systems within which National management and accountability
organizations and individuals operate frameworks

Financial flows for environmental sustainability
Environmental governance: including rule of law,
accountability and participation, transparency and
responsiveness

Communication and collaboration mechanisms
Power relations, social norms and incentives

Organisations: government institutions and civil Organizational mandates, structures and functions

society organisations, including the private sector, Accountability and reporting relationships

NGOs, CBOs and academia Administrative, management and budgetary
frameworks

Staffing and human resource development
Internal and external communication and
collaboration mechanisms

Information systems, infrastructure, facilities and
equipment

Individuals: In their roles working within government Awareness and attitudes: e.g. motivation,

and civil society organizations, and acting as citizens commitment, values, beliefs

and members of families and communities Knowledge: related to environment and natural
resources management; information and
Communication Technologies (ICT) and sustainable
development (integration of environment,
economic and social issues)

Skills: e.g. specialized scientific and technical skills;
interdisciplinary skills and communication and
collaboration skills.

In order to enhance environmental sustainability, donors must address all dimensions of capacity
including including the enabling environment, institutional and individuals dimensions and it is critical to
use a range of tools. Some of these tools and techniques are elaborated in table 2.

Table 3 : Strengthening Country Systems for Environmental Sustainability

3Source: UNDP Practice Note: Capacity Development for Environmental Sustainability — pg 6



Enabling Environment

Institutional Level

Individual Level

Overall Capacity

Develop overall legislative and

Develop organisational

Change attitudes and

Interventions

Practical guidelines on key aspects of
environmental management
Monitoring and reviews of
environmental management system

Institutional monitoring and
evaluation

Improved working
conditions (e.g. tools and
means of communication)

Objective regulatory frameworks for performance and behaviours enhancing
environmental governance environmental management | understanding of the
Promote good governance, rule of capabilities importance of environment
law, and clear property rights. Develop skills (e.g. Making
Improve inter-institutional co- the Economic Case, SEA,
ordination CEA))
Support long-term
motivation and commitment
Examples of Legislative, policy and regulatory Internal environmental Training (initial awareness
Specific reforms management guidelines raising and basic skills

development)

Professional development
(on-job training in specific
environmental management
tools or valuation
techniques.

Network development

Cross Cutting
Intervention

Awareness raising about benefits of good practice
Platforms for regular debate and policy dialogue between key stakeholders (i.e. professional networks
or regular conferences to review and discuss states of practice)
Pilot projects that test proposed changes in legislation of guidance, implemented as part of inter-

institutional learning and involve local experts through on-job training.

Award schemes that identify and appreciate best practice.

Adapted from OECD, Capacity development framework for SEA, 2006, p. 133




