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Foreword 

The Environment and Natural Resources (ENR) sector is increasingly recognized as vital for sustainable economic growth and poverty reduction.  Natural resources are a significant part of the national income and wealth of less developed economies, making them a strategic resource for development. The poor rely disproportionately on natural resources for their livelihoods, which sets ENR issues at the core of national poverty reduction strategies. However, realising the economic and poverty reduction potential of the ENR sector is not easy.  Many different institutions need to work together if the sector is to function effectively. The public sector needs to regulate effectively, the private sector has to develop resources responsibly, and civil society has to respond through changing behaviour. 
Considerable amounts of development assistance to address environmental protection and natural resource management objectives have been delivered in the past through discrete projects, which tended to operate outside of, and parallel to, national systems of management.  A major drawback of such arrangements was a lack of sustainable progress.  In response to this situation, developed and developing country governments jointly undertook a number of commitments to improve aid effectiveness in 2005, with the signing of the Paris Declaration on Aid Effectiveness. These commitments involved supporting national ownership, donor harmonisation, and aligning with national systems through the increasing use of programmatic support to different sectors. 
[bookmark: _Toc256505844]Implementation of the sector approach is at an early stage within ENR in most developing countries.  Experience of emerging practice and the benefits being gained from adopting this approach is therefore quite limited.  What is clear is that there are aspects of ENR that call for a sector approach as they concern issues that are by definition cross-boundary, operating at various scales and involving a wide diversity of stakeholders. The European Commission has contributed to improving the understanding of programmatic support, through both direct experience and in the preparation of a number of guidance documents, such as the EC Guidelines Support to Sector Programmes, Supporting Decentralisation and Local Governance in Third Countries and Analysing and Addressing Governance in Sector Operations.
The purpose of this document is to provide guidance on how to implement sector approaches in the ENR sector. It is aimed at all those involved in developing and supporting the sector approach within ENR. Although it does not claim to deal specifically with climate change, which is a broader topic, much of the material is relevant for climate change processes.  It builds on the recent trend which is to recognize the need for a partner country to lead the development of a sector approach and then for donors to support the partner country, where relevant, in its assessment, establishment and implementation. 
[bookmark: _Toc256505845]Early experience that is emerging is promising at various levels.  There is experience of sub-sector programmes, where early and incomplete attempts at introducing a sector approach have contributed to environmental objectives being met and human development also being addressed through a reduction in rural poverty. The sector approach allows for seemingly separate national agendas to be brought together in a focused and efficient way.
Following the executive summary, this document is presented in two parts:
Part 1.  Introduction: explanation of basic concepts and what is special about the ENR sector.
Part 2. Assessing, establishing and implementing country-led sector approaches in ENR:  guidance on how to assess, establish and implement a sector approach.  This section outlines the actions that a country, supported by its international development partners, should take in ensuring an effective sector approach in ENR and provides guidance on the typical steps a country-led process should take.


[bookmark: _Toc262126429]
Executive Summary

Introduction and context
The Environment and Natural Resources (ENR) sector is increasingly recognised as crucial to sustainable economic and social development in developing countries.  This document has been prepared to strengthen and guide the efforts of countries that are considering adopting or supporting sector approaches in ENR in response to meeting sustainable development challenges and adapting to climate change. Although it does not claim to deal specifically with climate change which is a broader topic, much of the material is relevant for climate change processes.  The document is based on the EU Guidelines Support to Sector Programmes and is similar in purpose to the EU reference document Sector Approaches in Agriculture and Rural Development. It has been developed and endorsed by a working group consisting of EU Member States and the European Commission, and thus contributes to harmonising donor approaches in the sector. The reference document builds on the recent trend in the application of sector approaches, which is to recognize the need for a partner country to lead the development of a sector approach and then for donors to support the partner country, where relevant, in assessing, establishing and implementing the sector approach. It also recognizes that adoption of a sector approach is not an event or stage of development to be reached but a process and an organising principle. The reference document is aimed at all those involved in developing a sector approach and supporting that sector approach within ENR. Thus the target group consists of donor agency staff at headquarters and at country level together with those responsible for sector approaches within the partner countries. 
 (
Sector approaches respond to the ineffectiveness of piecemeal project
s
.
 
)The text is in two parts. The first part of the document explains the basic concepts and identifies the special characteristics of the ENR sector. The second part outlines the considerations, actions and steps that a country can take in ensuring an effective sector approach in ENR and how donors can provide constructive support. 
In the past, highly focused projects often achieved narrow objectives but ignored the interdependency of links with wider processes and were, in most cases, not sustained. The sector approach responds to these shortcomings by taking a broad and pragmatic approach that identifies inter-related sector constraints and opportunities; implements policy measures that address sector constraints/ opportunities requiring coordinated action across actors and sub-sectors; and strengths linkages between the sector policy, budget, activities and results.  Although the Sector Wide Approach (SWAp) is associated with aid delivery, it is important to note that sector approaches, however named, have always been a feature of well functioning sectors and is not peculiar to aid delivery. A sector approach is of value whether or not there is external aid. The relevance for aid delivery is that a country-led sector approach potentially makes aid more effective because that aid can be better aligned to a comprehensive framework and the benefits sustained. The Paris Declaration on Aid Effectiveness recognized the importance of sector approaches and enshrined an aim that 50% of all assistance should be through the programme based approach. 
A sector approach will only work when it is led by government and involves key sector stakeholders and, where relevant, development partners. It is a process that seeks to broaden government and national ownership over public sector policy and resource allocation decisions within the sector. The purpose of the sector approach is to secure effective management and development of the sector through increased coherence between policy, spending and results and (where relevant) reduction of the transaction costs of aid. Sector approaches can accommodate a variety of donor funding modalities including sector budget support, pooled funding and project based funding. 
 (
The ENR sector is broad and poses special challenges.
)The ENR sector can be interpreted very broadly to involve nearly all sectors as most activities have an influence or potential influence on the environment. How wide the sector is interpreted depends on the purpose of the delineation. For policy, the sector will normally be interpreted broadly. For implementation it will normally be interpreted more narrowly. The main principles for delineating the sector are: (i) base the sector delineation on country structures; (ii) define what activities need to be closely coordinated; and (iii) be realistic on the scope for coordination and avoid overly complex arrangements or those that have inbuilt conflicts of interest. 
ENR is multi-sectoral, difficult to define and coordination is complex. This makes it challenging to adopt a sector approach. In addition, the ENR sector is not usually politically powerful.  Nor is it at the centre of public debate on service delivery, political priorities and prioritisation of funding which means it is not easy to arrange institutional set ups and coordination mechanisms around sector needs. ENR also goes beyond the public sector and has significant private as well as merit good characteristics which brings into play a broad range of sector stakeholders thus adding to the complexity.  Because the ENR sector is dependent on close coordination and mainstreaming, the sector approach has the potential to significantly enhance sector performance.  

Assessing, establishing and implementing country led sector approaches
Sector Policy
Improved understanding of a number of key themes of ENR policy and strategy provides guidance on how best to address the challenges in advancing ENR policy.  These include: (i) the complexity of ENR sector policy processes; (ii) the ongoing challenge of environmental policy mainstreaming; (iii) the difficult choices around policy prioritisation; (iv) the added potential of the sector approach to secure pro-poor outcomes; and finally (v) where the demand for improved policy measures comes from.
An assessment of ENR policy will provide a good insight into the status of the sector. An effective ENR policy/strategy should prioritise and focus on the key environmental challenges facing the country and be costed and resourced. A framework policy approach is often best, leaving detailed policy and strategy to individual sectors and agencies. As important, ENR policy/strategy needs to be consistent with policies and strategies in other sectors and be mainstreamed in macro policy and development planning at the national level, e.g. in national development plans or poverty reduction strategies papers. Given that most developing and transition countries are involved in decentralisation processes, ENR policy concerns should also be reflected in policies and plans designed at the sub-national level, such as municipal, district or provincial development plans. Consideration needs to be given to legal and institutional arrangements that ensure coordination and consistency of between national and local policy making while providing sufficient discretionary powers to local authorities to adapt national policy to a wide variety of local situations.  
 (
With so many actors in ENR, credible leadership of the policy process is crucial.
)Establishing and implementing a sector approach at the policy level will require strong political leadership and the presence of a champion is desirable because of the fragmented nature of the ENR sector. A  strategic overview and an early, pragmatic separation of what to address at policy level, what to address at strategy level and what is best left to the planning and  implementation phases is needed. Participatory approaches can increase the credibility of the policy process by involving all sections of society, giving voice to the poor and marginalized and extending the process to the local level. In decentralizing or decentralised government systems, participation is to some extent institutionalized in the form of local government. However, as decentralisation reforms are often incomplete, there is need to analyse the implications for national policy making and the opportunities institutions at the local level provide for participatory policy making and implementation. 
 (
Difficult ENR policy trade-offs need to be managed under a sector approach
.
) (
Using multiple strategies helps to mainstream ENR policy into other sectors
.
)Stock taking of current policies at sector, national and local levels allows the mainstreaming challenge to be properly understood.  ENR is not a vote catcher. An economic and social case for why ENR concerns should be included in key policies is therefore needed to secure political support. Mainstreaming can be promoted through selecting multiple entrance points which draw on the current institutional set up, taking advantage of ongoing reforms and policy development processes at wider government and sector level e.g. the poverty reduction strategy process.
 (
A pro-poor ENR policy can significantly enhance livelihoods, social justice and national economic prospects.
)Difficult policy trade-offs are inevitable.  A step by step transition from existing policies and practices towards new policy directions and priorities can help to introduce difficult changes that might otherwise meet resistance. Sector targets should be phased and implemented in tune with available resources and capacity. The resources of other sectors and line ministries as well as civil society and the private sector can help to mobilise the maximum capacity and resources available to pursue ambitious ENR goals. 
 (
ENR policy addresses the roles of the public sector, private sector and civil society.
)The huge potential of the ENR sector in creating and sustaining long-term social and economic growth needs to be recognized in ENR policy. Environment and poverty linkages have been well established by UNEP amongst others.  ENR policy has a valuable role to play in responding to poverty challenges. Actions that create citizen awareness of ENR and build the capacity of civil society will help to provide the poor with a voice and ensure that their concerns are integrated into policy considerations.
 (
By ensuring country ownership and providing resources donors can help policy processes
.
 
)The public sector plays a role in investing in core public goods and providing the regulatory framework.  It is also expected to intervene where the market fails. The private sector plays a role in making effective and sustainable use of environmental resources. It provides employment, creates skills, fosters innovation and opens up new markets for environmental services. Civil society plays a vital role in calling for domestic accountability and improving environmental governance. Civil society can reflect the very diverse value systems of the nation that need to be taken into account in ENR policies.
Donors can assist country-led policy by:  (i) ensuring country ownership; (ii) supporting the demand for new policies across the main stakeholders in the ENR sector;  (iii) supporting the analytical underpinning for new policy directions recognising the complexity of the sector; and (iv) encouraging policy compliance within their own programme and project portfolio.


Sector Budgets
A number of issues stand out as being key to improving the coherence of the ENR sector budget.  The most important are: (i) defining what is meant by environmental public expenditure; (ii) understanding the fragmentation of ENR sector finances; (iii) recognising the importance of the national budget for the ENR sector; (iv) strengthening accountability of public environmental spending; and (v) addressing the governance challenges associated with environmental taxes and revenues.
 (
Defining the ENR sector budget is a crucial first step.
)Any assessment of the sector budget should first seek to determine how well the ENR sector is defined and whether public spending in the sector can be tracked. Credible sector budgets will be characterised by overall levels of spending on the environment that are well balanced between recurrent and investment budgets, with sufficient allocations to meet the main recurrent and investment needs. Spending should be consistent with stated policy priorities and there should be transparency over the sources of funding. Where internal revenue collection is a major component of financing it should be pursued efficiently, fairly and transparently. 
Where there is lack of clarity over what elements of public spending constitute environmental expenditure, it is often helpful to turn to international standards for budget classification. Standardised financial reporting strengthens policy analysis. Where there is little consensus over how to deal with the costs and revenues of natural resource management activities, public expenditure reviews can help provide the analytical discipline to address these issues.
 (
A sector approach exposes the inadequacy of ENR budget allocations
.
 
)Government ministries, departments and semi-autonomous agencies will all have their individual spending patterns. Moreover, local governments, customary authorities or natural resource management committees may have discretionary powers for revenue collection and spending of revenue derived from local resources. The ENR sector is therefore often characterised by diverse funding streams.  Importantly, the government’s recurrent budget may only be a small part of the total finance available. Fragmentation of the sector budget raises transparency and accountability issues. 
 (
Greater accountability over public spending will enhance the performance of the ENR sector
.
)The national budgetary allocation for environmental spending tends to be very small: this in turn means that capacity constraints are long-standing issues for ENR sector agencies. The national budget cycle demands close attention by sector agencies, recognizing that this may not have been of such importance during earlier periods when external project-based support could be relied upon. Where civil society actors and citizens better understand the budget cycle, there is more scope for citizens’ control.
 (
By using appropriate modalities and recognizing non state actors donors can help sector budget processes
.
 
)ENR agencies have often been subject to limited national oversight in the past. National accountability reform needs to be driven by the state legislature which will often require some strengthening of parliamentary sub-committees that oversee ENR issues. The introduction of off-budget funds creates additional challenges for public accountability. The recent expansion in the number of such funds in the ENR sector creates further challenges to the strengthening of oversight controls. Donor support that is also off-budget can further exacerbate accountability issues; this is one of the strong justifications for external investment to be directed through programmatic support, ideally Sector Budget Support.
Donors can assist in sector based budget processes by: (i) using appropriate funding modalities; (ii) recognising that non-state actors are important in ENR and might require special funding channels; and (iii) contribute to sector transparency by ensuring that funding is on-budget.
Sector Coordination
 (
Coordination is a crucial element of a sector approach in ENR.
)Important issues related to securing effective and country led coordination of a sector programme in the ENR sector include: (i) designing appropriate coordination mechanisms; (ii) securing leadership and enhancing influence; (iii) securing effective domestic coordination at the operational level;  and (iv) coordinating external support.
 (
Coordination mechanisms should be light and tailored to the task. 
)A rigorous sector assessment will help determine the existing domestic mechanisms of coordination in the sector. For a well functioning ENR sector, representatives of local government, the private sector and civil society should be involved in sector coordination bodies that are operational. It is important that existing institutional arrangements, sector and project activities are compatible with policies.  In some cases it will be beneficial that donors have their own coordination bodies. Effective coordination will imply that there are few significant donors that are not part of donor coordination.
 (
Understanding and increasing the incentives for cooperation is crucial
.
) (
Coordination mechanisms should be light and tailored to the task. 
)It is important to understand where to draw the boundaries of the sector approach and what organizations and actors should be included in the coordination. The mechanisms of coordination need to be tailored to the coordination task. Coordination should be pragmatic, economize on coordination efforts and minimize the risks of conflict.  Coordination is more effective when it is linked to concrete objectives thus ensuring that it is a means to an end and not the end itself. 
 (
A pragmatic and realistic ambition level succeeds best
.
)The gains of cooperation should be clear to all parties and reinforced periodically. Effective coordination is much more likely to occur where there is high level endorsement and support from core ministries such as the Ministry of Finance, Planning or the office of the Prime Minister or similar body. Training and professionalism in communication is needed as sector approaches cannot rely on the continual presence of naturally charismatic coordinators.  The ENR sector needs to ensure that coordination mechanisms use multiple entry points, give scope and take advantage of the presence of champions for ENR in other sectors. 
 (
Donor coordination is not a substitute for domestic coordination
.
 
)A pragmatic ambition level for top down coordination within the public sector is needed.  Only those bodies that need to be coordinated should be involved. The scope for coordination of ENR across sectoral boundaries is often greatest at the local level. In this way the sector can foster bottom up coordination and enhance decentralization. Civil society and private sector are composed of groups that often represent common interests. Where they are cohesive enough to be represented by recognised umbrella organisations they will often be more effective. But a sector approach will often need to find means of engaging with these actors even if they represent different or conflicting viewpoints. A political economy analysis will help in the understanding of the power balances and stakeholder relations in a sector.  Transparent access to information is usually the best trigger for improved coordination as it increases trust between stakeholders. 
 (
By harmonizing their approaches donors can help sector coordination
.
)Donor coordination should be complementary and not replace domestic coordination. Donor coordination is a means to obtaining greater value for money from external support through alignment to national systems but it is not an end in itself. Alignment based on strong domestic coordination is the means of ensuring that donors’ efforts support national policy and strengthen rather than weaken national systems. A lead donor role can be helpful in streamlining donor coordination. 
Donors can assist in sector coordination by: (i) ensuring that where relevant internal donor coordination simplifies the coordination of donors; (ii) being loyal to the concept of the lead donor role to assist in harmonisation of approaches; and (iii) minimise parallel coordination structures where possible.
Sector institutions and capacity 
Institutions and sector capacity are at the heart of the sector approach. Key issues to consider are: (i) the special defining features of environmental institutions; (ii) the multiple models for defining the roles and mandates of environmental agencies; (iii) the complexity of institutional mainstreaming; and (iv) capacity building challenges.
 (
Although weak, ENR institutions often have great potential
.
)An effective sector will often be characterized by evidence of institutional support for ENR at the supra national level i.e. by the Ministry of Planning or Office of the President.  The performance of the environment sector institutions should be regularly reviewed or reported on by a central body such as the ministry of public services and the results be publically available.  Environmental mandates of key ministries and institutions in the sector should be clear and perhaps even reflected in performance contracts or similar instruments.  The sector institutional structures should be compatible with policy and strategy objectives as well as legal mandates. There should be an effective human resources management and human resources development function and the generation, storage, retrieval and reporting of environment information should be both efficient and transparent. 
 (
There is no institutional blue print, every country is different. 
)Responsibilities for ENR sector policy is often fragmented and dispersed over a variety of institutions that tend to be unstable and to operate in a highly centralized manner. Most ENR institutions are quite recently established or restructured, lacking significant political influence and often inadequately staffed and financed. However, there are also opportunities for these institutions. They tend to be well linked internationally, possess some highly qualified individuals, and charged with mandates that are increasing in importance. 
 (
Mainstreaming of ENR can increase sector capacity significantly
.
)Different countries combine environment and natural resources with different functions and experience shows that there are many viable options. The sheer number and complexity of actors and the variety of viable options for structuring the sector means that the sector structure and grouping of environmental agencies is subject to frequent change. Inter-linkages between actors are important. No matter how well the sector is structured, the complexity of the sector demands multi-actor action. Many functions in ENR are likely to be concurrent between different institutions, which make it important to develop a culture of cooperation rather than competition. 
 (
Capacity has to be built across a wide range of actors
.
)The sector approach, by considering the different institutional elements that make up a sector, recognizes that individual sector institutions have different drivers and incentives that affect the success of mainstreaming. Constraints to mainstreaming include a focus on short-term priorities, inadequate access to financial and human resources and confusion in the division of responsibilities. Mainstreaming can be enhanced by introducing environmental performance measures into public administration systems and by setting environmental indicators in the monitoring frameworks of different sectors. Although difficult, mainstreaming offers the potential to increase the resources engaged in achieving ENR objectives significantly. 
In ENR only a combined and ‘whole-of-sector’ approach is likely to meet the challenges. Deep rooted dysfunctional institutional practices and constraints in both the public and private sectors have to be addressed even if solutions are unlikely to be found in the short term. Training of individuals will not lead to increased capacity if the governance and management of the organization that they work in is ineffectual. Governance improvements can release capacity by reducing conflict between users of resources and between those that profit from and those that suffer from pollution generating activities. Capacity limits are often most pronounced at the local level made worse by inadequate access to funding. Decentralisation can bring many advantages but too loose or poorly implemented decentralization can lead to divergent policies and practices.
 (
By providing broad, well coordinated support donors can substantially contribute to ENR capacity
.
 
)Donors can assist in developing institutions and sector capacity by: (i) engaging with multiple and non-state actors; (ii) exploring the scope for aligning and harmonising donor capacity development efforts; and (iii) improving the effectiveness of technical cooperation through ensuring that it is demand led and closely linked to achievement of results.
Performance monitoring
Improved country-led performance monitoring of sector programmes rests on a number of key issues: (i) understanding the objectives of performance monitoring; (ii) linking inputs to outcomes and impact; (iii) securing inclusive performance monitoring; and (iv) ensuring continuous improvement in M&E systems
 (
Performance monitoring helps both sector management and accountability
.
)An assessment of the performance monitoring systems will start by determining if there is clarity over the objectives for sector performance monitoring. A credible performance system should map the links between sector inputs and outputs, outcomes and impacts. The watch-dog or data gathering role of non-state actors in performance monitoring of the sector should be well defined. There should be evidence of feedback loops between performance monitoring and sector performance and the performance monitoring framework should be producing information sector actors are calling for. 
 (
Performance monitoring links inputs to outcomes
.
)Monitoring should lead to improvements in sector management and enhanced accountability. Performance monitoring is different to environmental monitoring; although at the impact level there is a convergence in indicators. Development of sector performance indicators requires the involvement of all sector stakeholders, under the leadership of government. 
 (
Many actors can contribute to ENR performance monitoring
.
)The ENR sector is inherently difficult to measure: extraneous factors often influence the outcome of environmental policies.  Even where the policy impact can be identified in general terms, quantitative information may not be readily available. Securing the right blend of different types of indicators is therefore an important early task in programme development. There is a need to monitor inputs and processes as well as sector outputs and outcomes. Causal chain analysis is a helpful analytical tool for performance monitoring of ENR but this may lead to high expectations of the early impact of long-term policies. 
 (
A donor focus on sector performance can contribute to domestic accountability
.
  
)Civil society can play an important role in strengthening sector performance. However, power relations affect performance monitoring in the ENR sector.  Disputed claims over valuable environmental assets (such as forests and mineral wealth) can constrain monitoring.  Gender issues need to be highlighted in the performance monitoring system in recognition of the important gender dimension of natural resources use and management. Systematic reporting to the multilateral environmental agreements can sometimes help in enhancing national approaches.
Donors can assist in developing performance measurement frameworks by: (i) keeping domestic accountability paramount; (ii) highlightling a results orientated focus; and (iii) ensuring a well informed and consistent response to inadequate performance. 
Supporting the assessment, establishment and implementation of sector approaches in ENR
 (
Country led assessment is preferable.
)Sector approaches are not primarily a mechanism for aid delivery although they will help to make aid more effective. The role of donors therefore is not to establish a sector approach but to support a country-led establishment of a sector approach. As sector approaches in ENR involve both the public and private sector as well civil society this is a complex task.  Donors can play a supportive role provided their support is well directed and strengthens rather than substitutes national processes.
 (
Attention needs to be paid to the transition from project to sector approach.
)Sector assessment is a rolling activity that concerns both countries that are trying to establish a sector approach and their development partners. As policies often differ from practices in the ENR sector, an assessment needs to look both at policies as they are published and policies as they are practiced. A sector performance assessment that aims to launch or consolidate a sector approach should preferably be joint with other donors and country led. The more thorough and comprehensive the country led assessment for establishing or consolidating a sector approach the firmer the foundation for donor support.
 (
Uncertainty requires a gradual explorative approach.
)Just as there are considerable transition challenges for partner countries in moving towards a sector approach there are also transition challenges for donors. The most obvious of these is the phasing out of the project approach and projects that are not aligned. The transition challenge is usually underestimated both in time and difficulty and it often requires more resources than are at first estimated. One of the greatest weaknesses of establishing a sector approach is that attention is diverted from solving practical problems towards making institutional arrangements which can often get bogged down, particularly when they require cooperation from multiple partners as is usually the case in the ENR sector. This argues for a use of mixed modalities such that effective projects continue delivery rather than being stopped whilst sector approaches are being established. 
 (
Supporting civil society and the private sector may involve donors using a mix of modalities.
)The data of the ENR sector is often spread across several ministries, as well as covering civil society and the private sector.  This means that a sector assessment will rarely be comprehensive enough to allow neat conclusions to be drawn. There will be a degree of uncertainty. An incremental approach to assessment, where it is acknowledged that more will be known over time, will often need to be accepted and an appropriate degree of flexibility built into the support design. The timing for establishing a sector approach is never perfect and it is unlikely that all the elements will be in place at the same time. The level of ambition will therefore need to be tempered with reality and will need to dovetail with ongoing reform processes. 
For ENR the largest sector expenditure is often outside of the public sector.  Donors should avoid combining support to state and non-state actors in a single support effort. Often donors pool support using a thematic rationale – but in reality it can build in tensions and distort roles. Support may need to be provided directly to the private sector or civil society, especially when support via government encounters capacity constraints or diverging interests. Where donors support private actors directly, this should be non-distorting and aligned with the sector policy
 (
The scope and structure of the sector will guide the entrance points and complexity of the donor support to the sector
.
 
)A division of labour among donors will often imply that different donors focus on different sub-sectors depending on their expertise. Where sector support involves assistance to civil society and the private sector, division of labour might involve one donor focussing on the support to non-state actors – especially if the support involves the advocacy as opposed to the service delivery role of civil society. 
A sector approach in the ENR sector will only rarely consist of a single budget because of its multi-sector nature. Where a country has a programmatic based budgeting system (with the ability to code expenditure against a program code across different ministries, departments and agencies) it might be possible to consolidate donor support to many partners through a single budget and programme coordination mechanism. More commonly, support even at sub-sector level will imply a partnership with multiple ministries, departments or agencies. 
One option for donors is to focus on supporting the national environmental leadership role of the ministry of environment and through it (provided it is in its mandate) support mainstreaming of environment in all sectors and decentralised entities.  This option allows a relatively simple partnership arrangement in an otherwise highly complex institutional landscape and it reinforces national solutions towards coordination and mainstreaming. Another option is to provide sector budget support through the normal budgetary channels in support of policy, institutional and environmental performance changes that imply actions that mainstream ENR by many partners. Under this option the monitoring of performance and policy changes will need to be very precise.  
Establishing a partnership at a level higher than the Ministry of Environment, such as the Ministry of Planning or Office of the Prime Minister or similar entity can be a solution to ensuring that the support is provided to all relevant parts of the sector and can assist in mainstreaming. 
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[bookmark: _Toc256505836][bookmark: _Toc262126430]Part 1	The ENR Sector and Programme Support

[bookmark: _Toc256505838] (
This first Part introduces the ENR sector.  It describes what is special about environment and natural resources and outlines the value of the sector approach to address some common challenges.  Donor support for ENR through sector programme support is also outlined.
)
1. Defining the ENR Sector
[bookmark: _Toc256505840][bookmark: _Toc262126431]1.1	Basic concepts and definitions
Programme based and sector-wide approaches emerged in the late 1990s as one of the responses to the structural problems of aid delivery by project interventions, which by working outside of national systems tended to undermine such systems, or at least not contribute to their improvement. Highly focused projects often achieved narrow objectives but ignored the interdependency of links with wider processes and were not sustained. Although the Sector Wide Approach (SWAp) is associated with aid delivery, it is important to note that sector approaches, however named, have always been a feature of well functioning sectors and is not peculiar to aid delivery. A sector approach is of value whether or not there is external aid. The relevance to aid is that a country-led sector approach potentially makes aid more effective because that aid can be better aligned to a comprehensive framework and the benefits sustained. The 2005 Paris Declaration on aid effectiveness recognized the importance of sector approaches to aid effectiveness and enshrined an aim that 50% of all assistance should be through the programme based approach. 
Various terms for a sector approach have been used including Sector Wide Approach (SWAp) or Sector Wide Approach Programme (SWAP) or Programme Based Approach (PBA) (see Box 1 for OECD definitions).  The EC has adopted the following definitions (EC, 2007):
Sector approach
A sector approach is a way of working together, involving government and key sector stakeholders and, where relevant, development partners. It is a process that seeks to broaden government and national ownership over public sector policy and resource allocation decisions within the sector. The purpose of the sector approach is effective management and development of the sector through increased coherence between policy, spending and results and (where relevant) reduction of the transaction costs of aid.
Sector programme 
As a result of following a sector approach, a government progressively develops a sector programme. Sector programmes are based on three core elements: the sector policy and strategy; the sector budget and its medium-term expenditure perspective; and the sector coordination framework through which the sector strategy, action plans and budget are reviewed and updated. A sector programme consists of a set of actions and activities to implement the sector strategy. 
Sector Policy Support Programme 
Donors have different mechanisms and labels for their support to a country led sector programme. The EC’s aid instrument for supporting a sector programme is known as a Sector Policy Support Programme. Sector approaches and programmes are pursued in particular to support three principal objectives:
· To broaden ownership of partner countries (government and key national stakeholders) with respect to sector policies, strategies and spending, and to increase the alignment of external assistance to national policies and priorities;
· To increase coherence between policy, spending and results (regardless of the source of funding) via greater transparency, wider dialogue and a comprehensive view of the sector;
· To minimise the transaction costs associated with the provision of external financing, either by direct adoption of government procedures or through progressive harmonisation of individual donors’ procedures.
The sector approach aims to strengthen the links between national and sector plans, between recurrent and capital expenditures and between domestic and aid resources. The approach was initially a response to the weakening of national structures of management and public finance and the realisation that the fragmentation of aid was partly responsible for that. By now placing reliance on these structures, even where they are weak, it is expected that a demand for their improvement will be generated. If the channels of democratic accountability (e.g. parliament, civil society and local government) are also strengthened, this can only reinforce the pressure to improve public service.
 (
Box 1.  OECD Definitions and Guidance
Sector wide approach:
  All significant donor funding supports a single, comprehensive policy and independent programme, consistent with sound macro-economic framework, under government leadership.  Donor support for a SWAp can take any form – project aid, technical assistance or budget support – although there should be a commitment to progressive reliance on government procedures to disburse and account for all funds as these procedures are strengthened.
OECD. 2006.  DAC Guidelines and Reference Series Applying Strategic Environmental Assessment: good practice guidance for development cooperation.  Paris: OECD. 
Programme-based approaches:
 Programme-based approaches (PBAs) are a way of engaging in development cooperation based on the principles of co-ordinated support for a locally owned programme of development, such as a national development strategy, a sector programme, a thematic programme or a programme of a specific organization.  PBAs share the following features: (i) leadership by the host country or organisation; (ii) a single comprehensive programme and budget framework; (iii) a formalised process for donor co-ordination and harmonisation of donor procedures for reporting, budgeting, financial management and procurement; and (iv) efforts to increase the use of local systems for programme design and implementation, financial management, monitoring and evaluation.
OECD. 2008.  Survey on monitoring the Paris Declaration: making aid more effective by 2010.  Paris: OECD.
)














[bookmark: _Toc256505841][bookmark: _Toc262126432]1.2	How wide is sector-wide in ENR
The ENR sector can be interpreted very broadly as involving nearly all sectors, as most activities have an influence or potential influence on the environment. How wide the sector is interpreted depends on the purpose of the delineation. For policy development, the sector will normally be interpreted broadly. For implementation it usually divided into sub-sectors that naturally belong together e.g. forestry; water; mining; marine management etc. It is also possible to define sub-sectors around specific eco-systems or geographic zones such as the arid and semi arid lands in Kenya. What is important is that the delineation should make sense in the institutional set up of the country concerned and should respond to the challenges and opportunities faced by the sector in that country. Thus four guiding principles can be advanced for defining how wide a sector is:
1) Country structures. Sectors should be based on the existing or planned institutional structures of the country. In many developing countries sector approaches are conceived in the context of far reaching political and administrative reforms, which need to be factored in when designing these approaches. This means that donor programme-based instruments of management, funding, coordination and monitoring need to take great care to support and strengthen these country structures.
2) Need for cooperation. Certain activities need to be implemented in tandem to be effective (e.g. sustainable use and marketing of natural resources need to be linked to rural infrastructure). It is useful, sometimes essential, to address these inter-related issues as ‘packages’ at the planning stage (i.e. in the form of a single policy or strategy) or at the implementation stage (i.e. in the form of a single programme) to ensure that the sum is more than the parts.
3) Scope for coordination. Coordination difficulties have to be taken into account when delineating the sector programme. Multiple-ministry programme frameworks may need to be broken down into units of fewer players to allow decision making to take place. Coordination of these (sub-) programmes can then be guided by a single policy framework. If the policy is clear on direction and on roles, then programmes under the policy should be mutually supporting.
4) Potential for conflicts of interest. There is a risk of making programmes in ENR too big, in an attempt to have all actors on board. Such mega-programmes suffer from an inherent lack of coherence, diverging interests and institutional logjam. Instead, support for state and non-state actors can be balanced in a series of complementary programmes, each drawing its direction from the same (rural growth) policy framework. Complementary programmes should each consist of a comprehensive set of activities with enough coherence to generate momentum and value-added, yet enough autonomy to ensure that successful components can move forward even when others do not.
Thus, it is advocated here, as for the Agriculture and Rural Development Sector (EC, 2008), that in delineating the ‘sector’ a practical approach is adopted based on ‘what needs to be put together for development to work’. A theoretical approach where the sector is defined as ‘all that ENR might consists of’ may overshoot the need (as well as the feasibility) for coordination by adding components for no other reason than to be all-inclusive.
[bookmark: _Toc256505842][bookmark: _Toc262126433]1.3	What is different in ENR
The ENR sector is not as coherent or naturally well suited to a sector approach as some other sectors, such as health and education. Key characteristics of the ENR sector that need special consideration in developing a sector approach include:
Issues of political economy
· Natural resources are often scarce and highly contested – natural resources are subject to the common pool resource problem, complicated by the fact that use and degradation by one group can irreversibly deteriorate the resource for another group. High levels of cooperation and coordination are needed to make effective and equitable use of the available natural resources.
The implication for ENR sector approaches is that more attention to underlying conflicts and political interests will be needed. Collaboration within a sector approach will be subject to internal stress and conflict. 
· ENR has intergenerational aspects – results are required in the short term but many of the benefits in the ENR are long term and even intergenerational. 
The implication for ENR sector approaches is that longer term political will rather than reliance on short-term benefits will be needed to sustain the SWAp.  
· ENR is subject to political opportunism – lip service and ‘green wash’ can hollow out and undermine the efforts of the environmental fraternity. 
The implication for ENR sector approaches is that the process will have to guard against artificial ownership and commitment and seek signs of real demand. 
Policy concerns
· Political positioning of ENR does not put it at the centre of public debate on prioritisation – unlike service sectors such as health and education, the ENR sector does not have a clear service delivery target that can be debated and prioritised openly. 
The implication for ENR sector approaches is that this complicates non-state engagement and makes targets less clear. More effort will be needed to raise a national debate on the choices being made. 
· ENR much depends on behavioural change and attitude shift – such changes are very long term and are culturally dependent.  In large or very diverse countries this implies multiple strategies are necessary. 
The implication for ENR sector approaches is that the process may be difficult to measure and could take a long time.
· Natural resources are important to the livelihoods of many poor people – natural resources are linked to value systems and culture and have an important gender dimension. Civil society has a key role to play, although civil society itself is highly differentiated and has a wide range of different roles (from advocacy to interest groups, to service providers). Moreover, in countries undergoing decentralisation processes, sub-national and local government may have been assigned a broad mandate or specific competencies in the field of ENR. In principle, elected local government then institutionalises chances of participation in environmental and natural resource management for all citizens. In practice, many decentralisation processes are incomplete and fall short of their promises to enhance bottom-up participation and strengthen accountability systems.  
The implication for ENR sector approaches is that ways of introducing and strengthening genuine participation need to be carefully analysed.  This analysis will need to take account of the underlying value systems of the people managing the natural resources and/or affected by the environment. Moreover, a participatory approach requires first and foremost a sound analysis of the governance system in place, including ongoing reforms such as political, administrative and fiscal decentralisation.
· ENR comes with political baggage and is viewed as an economic constraint by some – there are often poorly understood and hidden agendas that act against the ENR sector such as it pits the interests of people against animals or plants or local populations against tourists. 
The implication for ENR sector approaches is that this can obscure and complicate open discussion on strategy. 
Institutional aspects
· ENR is multi-sectoral, difficult to define and coordination is complex – The ENR sector is complex because it links with nearly all social and economic sectors in one way or another.
The implication for ENR sector approaches is that the definition of how wide the sector is will be difficult and sub-sector approaches may be necessary as has happened, for example, within forestry (notably in Vietnam).
· Natural resources may be better managed by catchment or ecosystem rather than by administrative basis – Integration of ecosystems into the political administration of a country e.g. local government structures is complex. 
The implication for ENR sector approaches is that the design and anchorage of the SWAp might have to take account of thematic and geographic considerations rather than purely institutional and functional considerations.
· ENR is subject to many externalities – benefits and costs are not always linked. Good catchment management practices by upstream users will help downstream users who do not share in the costs.
The implication for ENR sector approaches is that the sector needs to be wide enough to capture both costs and benefits, and both polluters and those that suffer from pollution. 
· ENR sector has public as well as private and merit good characteristics – the public sector has crucial responsibilities in setting a regulatory framework. The private sector working through market forces has a role in markets for environmental goods and services and in the management of natural resources.  But market forces cannot necessarily be relied on for cases where the market fails. Moreover, the distinction between public and private institutions tends to be much less clear-cut in developing countries than in Europe. The informal dimension of governance and the private sector is prominent, where traditional authorities may play an important role in managing public goods.  
The implication for ENR sector approaches is that due attention will need to be given to analysing and circumscribing the delineations of the public and private sector as well as the roles of different state and non-state actors that intervene in the ENR sector. Careful thought will need to be given to how best to engage with these different actors and the modalities for collaboration. Reflections on this will have to be much more pronounced than is usually the case with the traditional SWAp sectors of health and education. Support to the ENR sector might need channels outside of the public sector.
Sector coordination
· The ENR sector is not a stand-alone sector and succeeds best when mainstreaming works – SWAp type arrangements can strongly benefit the mainstreaming aims of the ENR sector. Yet too much mainstreaming can make the sector disappear and risk losing the source of policy and over-sight that is needed to maintain effective mainstreaming. 
The implication for ENR sector approaches is that several strong ministries that have service provision and environment-related roles may need to be involved in the SWAp process. The nature of the ministry of environment leadership in this process will need to be sensitively understood.
Sector budgeting and Public Finance Management
· Internal revenue financing of ENR complicates the dialogue – some parts of ENR sector e.g. natural resources, are often funded by internally generated revenues. 
The implication for ENR sector approaches is that it is often very difficult to obtain information on this revenue and engage in an open debate on all aspects of the sector. 
· ENR is the main source of wealth for some countries – this creates a strong potential for developing the sector and for motivating coordinated approaches to its effective management but it also creates competition and conflict and the opportunity for corruption. 
The implication for ENR sector approaches is that the underlying analysis of the SWAp should look into the financial and economic aspects of the sector. The sector approach will likely meet resistance from those that are benefiting from existing loose arrangements in the management of natural resources. 
Performance measurement
· ENR can be very complex technically – often the interactions between different elements of the environment and people are not well understood. 
The implication for ENR sector approaches is that this uncertainty complicates the policy environment and makes it more necessary to pilot and experiment. It can also complicate attempts to develop simple results-based indicators, often leading to the development of too many indicators. Use of indicators as triggers for disbursement of aid can also be problematic in the ENR sector because of the complexity and the presence of many co-factors that influence outcomes.
Climate change
· Some natural resources are highly vulnerable – over-exploitation of natural resources and especially pollution can lead to irreversible damage. Climate change is increasing the fragility of water resources and decreasing the margin of management error. 
The implication for ENR sector approaches is that in some countries timing will be crucial and early preventative results are necessary. Because of the focus on climate change there will be much benefit in finding a means of introducing the SWAp approach in climate change initiatives.






[bookmark: _Toc262126438][bookmark: _Toc256505846][bookmark: _Toc262126434]1.4     Governance analysis – a building block of sector programmes
Achieving sustainable results is challenging. Experience shows that often the issue is not a lack of good ideas and funding, but political constraints and institutional issues that determine the outcome. Governance is thus becoming a key consideration for sector specialists. The shift from projects to sector wide approaches – with an emphasis on broader, more participatory and multi-actor strategies in support of sector development – requires a stronger focus on governance. Although technical matters remain important, democratic governance has become increasingly prominent in sector operations. 
The governance challenges for different sectors vary. In the ENR sector, issues of decentralization, customary ownership, enforcement of deeds and titles, the transparent management of revenues, and the regulation of extractive industries all need to be considered. In view of the dualism between customary and modern law on resource management and the role that traditional authorities play in this sector in many developing countries, it may be necessary to take account of informal and complex governance mechanisms. 
The European Commission’s reference document Analysing and addressing governance in sector operations provides operational guidance on how to assess and discuss governance in a specific sector. [footnoteRef:2] The document takes the often messy reality as its starting point. In four steps, it seeks answers to questions such as: Why is the sector where it is? What are the actors and institutions shaping sector governance? Who controls resources and holds influence over whom? And, what accountability mechanisms are in place?  [2:   Analysing and Addressing Governance in Sector Operations, EC, Reference Document No 4, November 2008.] 

The EC’s framework for governance analysis highlights that the role actors will play in a specific sector is largely determined by their interests, their resources, policy incentives and their links and relationships with other actors. Box 38, in Annex 3 provides some questions and hints that can help to analyse these factors. Moreover, it emphasises that there is a need to take account of less formalised relations and less visible actors that often have a strong influence on the chances of effective reform. The framework can thus help policy makers and donors sharpen their understanding of underlying power relations and the dynamics that are key to sector performance. A more systematic analysis of core governance issues will help to develop response strategies that are more realistic (in terms of timing, level of ambition), credible (in terms of how donors can reduce the negative impact of their support efforts and maximise the potential for positive change), and sustainable (in terms of sufficient ownership by domestic actors that drive the change process). Key elements of the framework for analysis are explained in Annex 3.
Such governance analysis can contribute to meaningful shifts in the sector approach: 
· First, it may shift the focus from a preoccupation with stated policies, regulations and formal institutions to stakeholders’ interests, relationships, access (or the absence thereof) to resources and power. 
· Second, it may initiate a move away from overly technical and short-term solutions to political and institutional reforms (market reforms, changing the incentives for stakeholders through taxation, social measures aimed at reducing the resistance of potential ‘losers’ of reforms, etc.). 

[bookmark: _Toc262126443]1.5   Decentralisation and natural resource management
Since the mid 1980s, a large number of developing and transitional countries have engaged in processes of decentralisation. In many countries these reforms claim to strengthen democracy, institutionalise more participatory forms of governance and create the political and institutional framework conditions for more effective local development and poverty reduction. 
Decentralisation is usually defined as any act in which a central government formally cedes powers to actors and institutions at lower levels in a political-administrative and territorial hierarchy (Ribot 2002, European Commission 2006). Decentralisation reforms are complex, multidimensional and have the potential to change governance and the institutional landscape of countries in a profound way.  As Ribot points out ‘decentralisation is changing the kinds of authorities that make decisions over national resources, the kinds of decisions that these authorities are empowered to make, the relations of accountability between central state, local government, other local institutions and the local population’ (Ribot, 2002).
Many European donors have been providing an increasing amount of support to decentralisation processes. They and their partners are therefore keen to ensure that operations in sectors, such as ENR, take account of these reforms and support the resultant political and institutional changes and harness their potential benefits. In its reference document Supporting decentralisation and local governance in third countries[footnoteRef:3], the European Commission provides guidance on how to work with sector support programmes in a decentralised or gradually decentralising context. [3:  EC 2006: Supporting Decentralisation and Local Governance in Third Countries. Reference Document 2, Luxembourg: Office of official Publications of the European Communities.] 

For the ENR sector, decentralisation reforms can imply that discretionary powers and resources for environmental policies and natural resource management are ceded from central government institutions to local governments, communities, non-state actors or decentralised entities of the central administration. How substantial these transfers are and what implications these reforms have for the formulation and design of ENR sector policies will depend on the type of decentralisation pursued and progress achieved with implementing the reforms. It is, however, important to note that the decentralisation of power and resources is often not easily achieved and that many decentralisation processes are not completed. Evidence from around the world shows that the extent to which local government can contribute to positive environmental change is often constrained by the limited powers devolved to them, unstable institutional and policy frameworks and a lack of resources and capacity.
The decentralisation arena is characterised by a multitude of actors and stakeholders with often competing interests. In the ENR sector, local government, decentralised entities of the central state, traditional authorities, community-based organisations, user or natural resource management committees, interest groups, private sector agents and donors all have a stake in ENR. Moreover, in the process of reforms a wide range of complex institutional and technical issues, related to capacity building, funding, task division, collaborative arrangements and conflict prevention need to be addressed.  There also tends to be considerable confusion over new roles and responsibilities in a decentralised setting, resulting from poorly defined mandates of local government, insufficient information of stakeholders and citizens on rights and responsibilities. Decentralisation thus also entails risks for sector operations. This is why there is a need to analyse carefully the state of art of decentralisation processes and their potential benefits and risks when designing and implementing operations in the ENR sector, in particular sector programmes. 
Annex 2 provides some guidance for assessments and action, drawing on the EU reference document and recommendations from studies of decentralisation in the ENR sector.

1.6	Donor support to sector approaches 
From the project approach to the programme approach
In highly aid-dependent countries, a sector approach often starts from a context of fragmented projects and, especially where the sector is dominated by projects, financed through external support. There will generally be a period during which the government develops the basic building blocks for a sector programme (i.e. the sector policy, budget and coordinating system) while simultaneously implementing a portfolio of stand-alone projects many of which will be externally financed. The task then is to gradually bring ongoing projects into line with the sector approach, both in terms of being aligned behind the sector policy (as and when it is developed) and being oriented towards developing local capacity for sector (or sub-sector) programme implementation, thereby gradually reducing the reliance on parallel project implementation structures. 
A distinction can be drawn between stand-alone (non-aligned) projects and projects that are aligned as part of the sector approach. The stand-alone project will typically have its own log frame and its objectives and activities will not relate directly to the national sector framework. Usually the scope of intervention will be narrow and focused. The stand-alone project will follow its own project cycle and use its own financial management, monitoring and reporting systems. In contrast, the sector aligned project will be part of government policy and the activities will be a sub-set from within a wider sector programme. Although disbursement and financial management will be through separate project accounts and using project systems, the aligned project will have a budget that is reflected in the public expenditure records and be taken into account in the sector budget. Monitoring and reporting will fit into the reporting cycles of the country and contribute to the sector monitoring system. 
Projects, especially for highly specialized subjects that are temporary in nature or for efforts that require cross-boundary collaboration, can be advantageous in some situations. In these cases it is better that they are of the aligned type and contribute to the overall vision of the sector and where possible serve to support national systems rather than undermine them. Stand-alone projects might still have a role where the sector approach is under-developed but the direction should be firmly towards ensuring that most if not all significant efforts contribute towards the same aims.  
In a country led adoption of a sector approach it is relevant for the sector authorities to consider to what extent the continued use of project modes for external finance can be justified in the wider context of the sector programme, or whether other modalities (pooled funding, sector budget support) would be more appropriate. For EC and most donor support under the programme approach, the project mode is no longer a ‘default’ modality but one of several that may be selected from the programme toolbox as a ‘best fit’ (possibly as part of a balanced mix of modalities) whereby account is taken of the following:
· Where the project modality is used as ‘pilot’ to test interventions. Preferably, no interventions should be tested that do not have a realistic chance of being scaled up (in terms of cost, time or capacity);
· To ensure that what is done is relevant to the national strategy -  projects at field level need continuous two-way communication with national-level decision makers;
· Where the project modality is used as part of a programme approach, the setting-up of parallel structures has to be avoided in line with the key principle of using local systems, building upon capacities of local actors and progressing towards adopting local procedures;
· Technical assistance may be short- or long-term depending on need, but it should have a facilitating role and refrain from ‘running things’, i.e. taking on implementation tasks that it will, ultimately, not be responsible for.
Arrangements for financial support to sector programmes
The different support modalities and their eligibility criteria are discussed extensively in the literature. The EC Guidelines on sector programme support provide one of the most recent summaries which can be used when designing support for sector approaches and sector programmes (Box 2). In practice, sectors tend to be supported by a mix of modalities, especially where support comes from different donors and/or where support is needed by both state and non-state actors. Sector Budget Support may still be the instrument of choice where it concerns the public budget and government functions. However, pooled funds and project modes should also be considered, in particular where operations are being piloted, when supporting public-private partnerships and as direct support for non-state actors. Of course, all support, in whatever form, needs to be guided and coordinated by the overall sector policy. Development in ENR will always be about gradual change based on local economic and political empowerment. This makes this sector a relatively ‘slow disbursement’ sector in comparison to the high spending sectors of education and health. Donors wanting to support ENR need to accept this and not let disbursement pressures get in the way.

 (
Box 2. Financial support modalities
Sector Budget Support (SBS)
 is the EC’s preferred financing mode where conditions permit. Generally, this 
means three things: (i) that a well-defined sector policy is in place or under implementation; (ii) that a credible programme to improve public finance management is in place or under implementation; and (iii) that the macro-economic framework is either stable or a stability-oriented macro-economic policy is under implementation. Sector Budget Support involves a transfer of financial resources to the National Treasury of the partner country in support of the sector programme. The funds thus become part of the national budget and are consequently managed through the country’s own public finance management system.
Pool Funds
 refer to specially designed systems for financing expenditures within a sector programme. Pool Funding joins the contributions of donors into a single basket or common fund, from where money is disbursed according to procedures set up for the fund. The main purpose of a Pool Fund is the harmonisation of donor procedures in order to reduce transaction costs of aid. Pool Funds take many forms and shapes: at the core they entail a bank account into which donor contributions are ‘pooled’ and from where eligible activities are financed. Sometimes these activities constitute the whole of the sector programme, but more often pool funds finance subsets of activities as per prior agreement between government and contributing donors. 
Project funding
 represents the third financing mode for sector programmes. Three specific situations may require the use of the project mode: (i) as an interim measure, where Sector Budget Support conditions are not met and  project support can be used to help build capacity towards these conditions; (ii) to address a transaction cost problem, in the case of activities with high transaction costs (such as large infrastructure contracts) or the contracting-out of activities to non-government agents to provide services planned within the sector programme; and (iii) to accommodate government or legal requirements, where Sector Budget Support is either not legally possible or not favoured by government.
EC (2007) Support to Sector Programmes, pp. 49-64.
)
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1.7    The seven assessment areas
Following a sector approach means development partners having to adapt to country situations. From country to country or from sector to sector the intent may be the same, however, the path towards this goal will differ depending on local capacity, the number of donors in a sector, the institutional settings and many other factors. Of key importance, therefore, is that the sector approach is based on and continuously informed by ‘the bigger picture’ of the country in general and the sector in particular.
To understand this bigger picture, it is helpful to divide the sector into areas of diagnosis or assessment. The EC has adopted seven areas of assessment (Table 1) that help to answer (i) whether to pursue a sector approach; (ii) whether to support a sector programme by means of an SPSP; and (iii) how to match SPSP design to sector dynamics. These can be seen as the core, key and contextual elements of the sector, which have been depicted as the elements of a flower (Figure 1). This analysis is complemented by analytical studies on cross-cutting themes such as decentralisation and governance. The assessment areas are also very useful for country-led development of a sector approach as they show strong and weak areas and where improvements are needed.  




	Table 1.  The seven sector assessment                 areas of the sector approach
	Figure 1.  The sector ‘flower’

		Sector assessment areas

	· The sector policy and strategy

	· The sector budget and its medium-term perspective

	· A sector coordination framework

	· The institutional setting and existing capacities

	· The performance monitoring system

	· The macro-economic policy

	· The public finance management system



	




An assessment of these seven areas can be made to guide the strategic choices in terms of the volume and mode of support during programme identification. However, the assessment need not be limited to the identification phase, but should be used as a baseline of information that is continuously updated and against which trends and progress can be established.
The macro-economic context and public finance management themes are not directly addressed in this Reference Document, which focuses on the five themes that are specific to one sector –   in this case environment and natural resources.  
[bookmark: _Toc256505848]


Part 2	Assessing, establishing and implementing a country-led sector approach in ENR

 (
The second Part provides guidance on how to assess, establish and implement a country-led sector approach in the ENR Sector.  It is aimed at national authorities, but is also intended to provide useful insights for donors on the actions that need to be undertaken by national partners in adopting a sector approach.  
Part 2 is divided into the five assessment areas that are sector specific: 
Policy and strategy
Sector budget
Sector coordination
Institutions and capacity 
Performance monitoring
Under each of these headings, a list of assessment questions is given followed by a number of sections that deal with key issues. Under each of the key issues there are bullet points on the main findings from experience to-date; practical hints on establishing and implementing a country-led approach; and finally, where relevant, case studies are given.
)     


[bookmark: _Toc256505849][bookmark: _Toc262126436]2.	Policy and strategy [footnoteRef:4] [4:  A policy is statement of a ‘desirable state of affairs’ that is expressed in a manner that can be understood by voters. Strategy is how the government will deliver on policy in terms of who will do what, by when and how. The how is often a statement of inputs e.g. budget. (EC, May 2009).] 


 (
This chapter examines the following themes of ENR policy and strategy:
The complexity of ENR sector policy processes
The ongoing challenge of environmental policy mainstreaming
The difficult choices around policy prioritisation
The added potential of the sector approach to secure pro-poor outcomes
Where the demand for improved policy measures comes from
)
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Assessment questions
When examining the sector policy and strategy a number of assessment questions can be asked to help understand the context within which a sector programme would operate[footnoteRef:5]: [5:  A more complete set of assessment questions is provided in Annex 1.] 

· Does the policy reflect the national vision, the mandates and the roles of formal and informal institutions in ENR at the national and sub-national level? 
· Does the policy reflect the diversity of value systems of relevant stakeholders?
· Has ENR policy/strategy been developed with the participation of relevant stakeholders?
· Does the ENR policy/strategy focus on and prioritise the key environmental challenges facing the country?
· Is the ENR policy/strategy based on a good understanding of the 	successes and failures of previous policy/strategy and does it benefit from the lessons learnt? 
· Is a long term vision complemented by medium and shorter-term goals and targets?
· Is the ENR policy/strategy costed and resourced?
· Is the ENR policy/strategy consistent with policies and strategies in other sectors?
· Has the ENR policy/strategy been mainstreamed in macro policy and development planning e.g. in national development plans or poverty reduction strategies?
[bookmark: _Toc256505851][bookmark: _Toc262126437]2.1	Policy processes – the complexity of the ENR sector
Huge variations in available information and the diversity of public opinion normally found within the ENR sector make policy formulation especially challenging.  Policy must be both flexible to respond to local needs and broad enough to cover the many different opportunities and challenges of the ENR sector. Climate change policies should be built into the ENR sector but, as they involve an even broader set of stakeholders, they are usually better managed as a separate process. The ENR sector will usually not be covered by a single policy and strategy. More often sector policy will be at the framework level, supplemented by sub-sector policies; this will be even more so at the strategy level. 
Experience points to successful policy and strategy processes being characterized by: 
· Leadership – strong political leadership and the presence of a champion is required to bring together a wide range of stakeholders. This process is likely to be time consuming. 
· Strategic overview – an early and pragmatic separation between what needs to be addressed at policy level, at strategy level, and what can be left to the planning and implementation phases, is needed. 
· Participatory – inclusive stakeholder involvement that involves all sections of society, that gives voice to the poor and marginalized, and extends the process to the local level is essential in the ENR sector.  ENR policy implementation requires the cooperation of all sections of society, not least those living in fragile ecosystems and in areas vulnerable to climate change. 
· A learning attitude – attention needs to be given to understanding what has worked and not worked in the past with previous policies, strategies, practices and approaches.
The sector approach for ENR ideally aims at a policy and strategy framework that is coherent across all relevant areas and tiers of government, the private sector and civil society. Each of these actors has an important role in the ENR sector that needs to be taken account of and – ideally – be well coordinated. A sector policy and strategy should address the specific environmental challenges faced by the country as well as relevant global commitments.  It should also be realistic and reflect the value systems and political aspirations of the population. Policy can inform and lead public opinion but cannot go too far beyond it, if it is to stand a good chance of being implemented.  
Sources of complexity that need to be taken into account in designing processes for ENR policy and strategy include: 
· Environmental agencies that have suffered frequent institutional change often leave incomplete and obsolete policies and mandates in place that can easily confuse later policy formulation processes. 
· The strongly politicised nature of the ENR sector and the presence of single issue and highly influential lobby groups can distort the agenda. 
· The diversity of opinion and value systems within large countries or those with populations made up of many different ethnic backgrounds.
· The prominent role that traditional authorities and customary law play in managing natural resource management in many developing countries and the fact that this role is partly disputed or may be poorly integrated in legal frameworks regulating the ENR sector. 
Policy processes vary according to country situations and there is no one prescription that can serve the ENR sector in all countries.  Sometimes a lot of time is spent supporting the formulation of a well rounded policy.  Then, once approved, it is not implemented because of bureaucratic inertia, power struggles, or a lack of mechanisms for domestic accountability that could stimulate policy implementation.  The EC’s reference document on governance in sector approaches provides guidance on how to analyse and take account of these complexities in the phase of policy design.
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Box 3.  Hints and How to Tips for dealing with the complexity of policy processes in ENR
Credible policy leadership is crucial
. A
 policy process led by a Ministry of Environment is often more successful when strongly supported by the Ministry of Finance or Office of the President or similar powerful central coordinating body.
Consider a framework policy that draws on constitutional principles and develops the implications relevant to the ENR sector rather than trying to deal in detail with all thematic areas
.
Direct the policy not just at environmental challenges but also 
at 
opportunities such as sustaining and improving livelihoods, building national com
petitive advantages and benefit
ing from positive environmental effects of climate change
.
Make an early screening of 
relevant 
sub-
sectoral policies e.g. in forestry, coastal zone and other areas in order to enhance coherence where it is possible and minimize disruption to other sectors where it is not
.
E
nsure that a communication strategy is put in place to properly inform key stakeholder understanding and perception of the new policy
.
)
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Box 4. The process of developing environment
al policy in Kenya
This case study outlines
 a national ENR policy process that comprised a number of successful elements. 
Justification for a new policy
:
 t
he need for a
 National Environment Policy aro
se from the gaps
 in
 
the existing 
policy drafted in 1999
,
 as well 
as
 respond
ing
 to new environmental challenges. Key 
challenges 
include
d
: 
M
ainstreaming of environmental considerations into development planning, budgeting and decision-making processes.
Address
ing
 the emerging environmental challenges such as climate change, unsustainable consumption and production patterns, 
and 
unsustainable human settlements.
Harmonis
ing
 policies in key 
sub-
sectors such as water, forestry, wildlife, energy and agriculture with a view to enhancing cross-and inter-sectoral linkages.
Seeking to d
ecentralise and devolve environmental protection
, 
enlist
ing
 participation of non-state sectors.
Process design:
 
the process of policy development was characterized by:
Institutional arrangements – c
onfirming members of 
the national steering committee; 
development of Terms of Reference for thematic taskforces
;
 and 
a 
communication strategy for the 
policy p
aper.
Identification of key policy i
ssues – 
through a national stakeholder w
orkshop to launch the proce
ss, and
 
the 
establishment of thematic taskforces to undertak
e analysis of the key policy issues.
 
Public Hearings –   12 provincial-
level workshops to 
secure the contribution
 of 
many 
stakeholders
.
Consensus – The consensus step of the 
p
olicy formulation process involved finalization of the Draft Policy Paper by the national steering committee supported by technical consultants. Workshops for relevant parliamentary committees on natural resources
 were also undertaken
. 
Results achieved and lesson learnt
:
High-level involvement 
by a national steering committee
 guided the preparation of the policy at all stages and presented the highlights of the policy process to the National Environmental Counci
l
.
The regional workshops succeeded in ensuring that issues specific to each of the regions were given attenti
on and considered in the draft p
olicy.
Policy processes are politically vulnerable. A new government in 2008 put the policy process on hold whilst wanting to concentrate on more immediate environmental problems. 
The policy process should not delay or be perceived to delay concrete results in improving the environment and service delivery to citizens
.
  
MEMR, August 2007; MEMR, June 2009.
)
2.2   ENR policy mainstreaming – an ongoing challenge 
The ENR sector is broad and composed of many sub-sectors with multiple institutions, each having their own policies and strategies. Thus to be effective, ENR policy needs to be mainstreamed horizontally across the public sector and vertically from national to regional to local levels of government.  As many environmental decisions are made by local government, civil society and the private sector, these actors need to be involved in policy formulation, implementation and monitoring. 
Experience, although highly varied, suggests that best practice in policy mainstreaming is characterized by: 
· Stock taking and assessment – Effective stock taking of current policies at national, sector and local levels allows the mainstreaming challenge to be properly understood.  However, it is often not easy to judge how well environment is being mainstreamed in different sectors. In many cases sectors might be mainstreaming environment better than perceived and this needs to be appreciated through stocktaking to avoid unnecessary policy changes. Stock taking can also involve the sectors in self-assessment, which is a first step towards improvement. 
· Making the case for ENR – A political, economic and social case that is evidence-based for why ENR concerns should be included in key policies is needed. The case for ENR needs to be continuously and well communicated. ENR still suffers from a perception that it works against economic development and for trees and animals rather than people.
· Selecting multiple entrance points – An opportunistic strategy should select key entrance points that draws on the current institutional set up and takes advantage of ongoing reforms and policy development processes at wider government and sector level. Intervening during the updating of a national poverty reduction strategy or the development of an overall policy for decentralization may be a strategic action to take. 
The mainstreaming of ENR policy needs to engage with national processes at the highest strategy and planning levels such as national development strategies and poverty reduction strategies.  
Strategic Environment Assessment (SEA) is a powerful tool for mainstreaming ENR into national and sector policies.  SEA is defined by the OECD (2006, p.24) as “a range of analytical and participatory approaches that aim to integrate environmental considerations into policies, plans and programmes and evaluate the inter linkages with economic and social considerations”. An example of SEA on national policies is the SEA of the National Strategy for Growth and Reduction of Poverty in Tanzania; an example of SEA on sector policies is the SEA on Water Sector Policy in Ghana (Box 8). SEAs when applied at the policy level can help to identify positive environmental benefits and opportunities; assess the environmental effects on critical resources stocks and ecosystems; ensure that any losses or deterioration are within acceptable limits; consider alternatives and mitigating effects; provide a basis for transparent monitoring; and build public engagement in decision making.  
There is a danger that environment can be over mainstreamed. The functions of a central environmental ministry can be so delegated to others that it loses its institutional presence, its connection to reality on the ground and its ability to provide environmental leadership and react to new and changing circumstances. A functional analysis of the environment sector in Kenya found that the core policy adjustment, supervision and oversight duties of the ministry had been over delegated and its staff resources transferred to the extent that key sector functions could not be done effectively (PEM 2007).
 (
Box 5. Hints and How to Tips for mainstreaming ENR policy and strategy
Stock taking and assessment
Prioritise the main sectors where ENR is crucial
,
 and the most vulnerable regions
.
Encourage sectors and those in charge of national policy processes to undertake their own assessment of how to mainstream
 ENR.
Developing and presenting the case for ENR
Consider 
the 
application of cost of environmental degradation and genuine savings techniques for developing the case for ENR and its relevance in mainstreaming policy
.
S
trategic 
E
nvironmental 
A
ssessment
 and similar tools can be used for 
strengthening the case
 at national, local and sector leve
l
 for greater mainstreaming of ENR at policy level
.
 
Selecting and using multiple entrance points
Most countries have parliamentary committees on environment and/or natural resources that 
may be 
powerful partners in a policy mainstreaming process
.
 
Use available institutional entrance points e.g. environmental desks or departments in government ministries; environmental units in private-sector based chambers of industry; environmental NGOs; national associations of local government; and customary authorities.
)  
 (
Box 6. Case study of SEA of the water sector in Ghana
An SEA was 
carried out
 on two water and sanitation policies in the water sector in Ghana with the intention of better mainstreaming environment into water and sanitation sector policy. The SEA process contributed to consensus building in the sector and involved agencies and institutions that were normally not included in consultations at sector level e.g. members of parliament, Ministry of Health and the Volta River Authority. Many stakeholders were not used to looking at environmental sustainability as an important aspect, as sustainability generally was understood as economic sustainability. The SEA findings influenced the policies in the sector by introducing:  
More rigorous procedures for ensuring that borehole locations were kept free from municipal waste disposal
,
 and latrines were located at minimum distances. 
New policy measures to ensure that town councils authorised 
the 
locations for emptying waste from septic tanks
,
 as it was found that a lack of availability of locations was a major source of pollution. 
The SEA introduced positive experiences on consultations at the political and district authority level. The practical guide also provided tools for health profiling and cost benefit analyses, which was new in Ghana at the time the guide was prepared. 
 
Ole Kaare Jensen, PEMconsult, 2009
.
)
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Easy-to-understand environmental policies that are rooted in social value systems, recognised as contributing to economic goals and which enjoy broad political support are much more likely to be implemented than those that do not. However, there are often difficulties in prioritising different policy objectives because of limited institutional and financial capacity; conflicts between stakeholders and the broad nature of the policy itself.  This means that hard decisions and policy trade-offs often have to be made. Best practice on managing the prioritization challenges include:
· Transition strategy – developing a step by step transition from existing policies and practices towards new policy directions recognizes that change processes are not immediate and in many cases new policies will require the building up of capacity before they can be implemented fully.
· Phase-in political and other targets – phase the achievement of targets and policy goals in tune with available resources and capacity. Phasing allows a realistic strategy to be pursued in the long term whilst prioritising resources and attention on attainable goals in the short and medium term without spreading resources too thinly. 
· Use multiple resources – engaging with the resources of other sectors and line ministries and especially with civil society and the private sector to mobilise the maximum resources available to pursue overall ENR goals.  
· Use a framework policy approach – through a process of mainstreaming, a framework policy approach can leave detailed policy and strategy to the individual sub-sectors and agencies in order to better focus on the strategic concerns.
In some circumstances, tools such as cost benefit analysis can be used to select which policies are the most advantageous to prioritise. Often, however, there is insufficient data to make precise predictions and a more qualitative assessment is needed. Simply comparing the cost, the difficulty in implementation and likely environmental impact will sometimes identify the front runners. 
Policies and strategy options need to be costed in order to ensure that they are affordable. Implementation constraints will usually limit the extent and time-scale over which ambitious goals, even if funded, can be met. Implementation capacity and financial resources can be spread amongst a number of players, which might allow a more ambitious approach. However, this will increase the demand on coordination. Financial and to some extent human resource constraints can be managed through choosing options that benefit from user payments or  capitalize on the capacity available within civil society and the private sector. 
Whatever the policy choices made, there are likely to be both winners and losers. Pro-poor policy making implies that extra voice is given to the poor, the un-influential and the marginalized. These are often also the groups most dependent on ENR for their livelihood and the least resilient to environmental shocks and climate change. Policies that aim at reducing the role of government in ENR will result in opposition from government employees who stand to lose their jobs. Policies that aim to accelerate decentralization will often be opposed by officials at the centre. In these circumstances, long time laps and major gaps can appear between the approval of a policy and its implementation. Policies that attempt complex changes involving vested interests need to be very carefully managed. 

 (
Box 7. Hints and How to Tips on managing policy prioritisation and feasibility of implementation
Develop scenarios to compare costs 
and impacts of key policies to 
help select least cost options. The precise scenarios will depend on the policies in question but in many cases they will draw on the techniques of costing of environmental degradation.
Use conflict management techniques where persistent policy disagreements occur
,
 such as bringing polluters and those suffering from pollution together in a dialogue. An example is the water quality forums established in South Africa
.
 
Link public sector exit with private sector entrance. An example is the transfer of state forest plantations to private sector management. Policies that advocate such transfers need to be accompanied by careful transition arrangements. 
Simplify environmental legislation intended to implement policy – e.g. in 1999 Sweden codified their environmental legislation into a single framework that simplified 15 different 
pieces of legislation, 
makin
g it much easier
 to implement environmental strategies and policies. 
)

[bookmark: _Toc256505854][bookmark: _Toc262126441]2.4	Pro-poor policy – added potential of the sector approach 
The World Bank (2006) estimates that natural capital such as agricultural, timber and fisheries make up over 25% of the wealth in low income countries. The cost of environmental degradation can therefore be huge and these costs are often disproportionately borne by the poor.  All of this points to a significant developmental concern with regard to environmental governance and management.  Emerging best practice on enhancing the pro-poor focus of ENR policies include: 
· Recognising economic potential – the huge potential of the ENR sector in creating and sustaining long-term social and economic growth needs to be recognized in ENR policy. This recognition, based on compelling evidence, will serve to justify the importance of the sector and help secure the necessary resources. Equally importantly it will ensure that policy measures are directed towards enhancing where possible the economic growth potential of the ENR sector. The sector approach helps in the recognition of value chains based on natural resources such as timber, minerals and agriculture products; 
· Responding to poverty challenges and opportunities – the special role and therefore also the obligation of the ENR sector to respond to poverty challenges should be recognized in ENR policy and strategy. The dependency of the poor on fragile ecosystems and their vulnerability to environmental shocks such as drought need special attention. The sector approach encourages and provides a basis for identifying and recognizing the importance of poverty linkages;
· Giving voice to the poor – Understanding the challenges faced by the poor combined with creating awareness and building capacity of civil society will help to provide the poor with a voice and ensure that their concerns are integrated into policy considerations. In countries with a decentralised or decentralising governance system, local authorities can provide new chances for participation of marginalised sections of the society and should take account of the interest and rights of poor communities. Sector approaches by adopting an actor perspective help to recognize the contribution and dependence of marginalized groups on sustaining natural resources;
· Integration of poverty in macro policies – An effective ERN policy will aim to integrate the poverty-environment link in sector and national policy and planning processes. The sector approach provides mechanisms for coordination of policy.
Research by the UNDP/UNEP Poverty Environment Initiative provides compelling evidence of the link between environment and poverty. According to this research, a significant proportion of poor people particularly in rural areas rely on natural resources for their livelihoods, earning incomes through agriculture, fishing and forestry. Natural resources also provide food and shelter for the urban poor. Environmental conditions account for a significant portion of health risks to poor people. By one estimate, environmental hazards account for 21 percent of the overall burden of disease worldwide (WHO, 2002). Poor people are more vulnerable to natural disasters, the effects of climate change and environmental shocks that damage livelihoods and undermine food security. Improving environmental management reduces this vulnerability. Public goods such as watersheds, mangrove forests, and ecosystem services provided by protected areas are especially beneficial to the poor and improve quality of life.
As natural capital is the main capital available to the rural poor, a sustainable strategy for its use is a crucial element in lifting many out of poverty.  It cannot be assumed that a technically and scientifically well founded policy and strategy will necessarily help the poor. Special consideration is needed.  
 (
Box 8. Hints and How to Tips on integrating poverty into ERN policy
Understand the priorities of the poor and their coping systems
Try to combine 
environmental governance
, 
equity
 and resource rights
Address 
the 
gender dimensions of environment and poverty
Recognise environmental linkages to major growth and income generating sectors of the economy e.g. tourism, wildlife, fisheries, timber
Linking poverty reduction and environmental management.  DFID/EC/ENDP/WB (2002).
)
 (
Box 9. Case study on integration of environment and poverty links into macro policies in Rwanda
Rwanda launched 
its 2
nd
 Poverty Reduction Strategy Plan
 (PRSP) in 2006
. Environment and poverty issues were better integrated into this strategy 
than in the first PRSP 
and
,
 as a result
,
 national and sectoral policies are better directed towards ensuring sustainable development. Lessons learnt include:
Environmental ministries have a leadership role to play:
The ENR sector has to be ready to engage vigorously when opportunities such as the revision or formulation of national 
strategy documents
 
are 
about to start
.
Efforts should be made 
by ENR ministries 
to help 
other
 sector
s
 draft 
text 
on environment
al issues.
 
I
nformation on environment and poverty 
linkages should be forwarded 
to key decision makers as part of the process
. Country-
specific evidence is usually the most convincing and will often remind influential participants of their own experiences and 
help 
reinforce the policy implications.
Developing a strong relationship with finance ministries is also important:
Planning and finance ministries play a key role in deciding the final priorities
 of national strategies.
Successful mainstreaming 
helps to e
nsu
re that 
ENR is
sues will be
 represented in national and sector goals
. In the case of Rwanda this also 
led to a significant budget increase for the environmental sector. 
International support should address capacity constraints:
S
upport from international organisations 
can help address national capacity constraints. (I
n this case assistance 
was forthcoming 
from the UNDP/UNEP Poverty Environment Initiative)
.
UNDP/UNEP, March 2009.
)
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The degree of clarity over the roles of the public sector, the private sector and civil society is usually a determining factor in the effectiveness of ENR policy and strategy and the quality of service delivery. The division of roles will be dependent on national circumstances and influenced by cultural and historical factors as well as the nature of the environmental resources and the level of economic and social development.  Most environmental policy measures rely on multi-stakeholder cooperation and are thus potentially much helped by the sector approach.  
A consensus has formed in the last decade that:
· The public sector – plays a role in investing in core public goods such as environmental research; ensuring that the environment is part of the education system; providing a well functioning regulatory system that provides a fair and efficient environmental stewardship of common resources; legislation that ensures that property rights, contracting and rules are enforced; and environmental infrastructure such as public sewerage and drains.  There is also a consensus that the state needs to intervene where the market fails.  The public sector, in trying to pursue these difficult and complicated roles, demands a lot of ENR policy. It demands flexible policy adjustment to ensure it still plays a relevant role when circumstances change and to change policies when they are failing. It is important to note that the public sector is not monolithic, that decentralised government systems, sub-national and local government may enjoy substantial discretionary powers in the field of ENR. 
· The private sector – plays a role in making effective and sustainable use of environmental resources, which it may do better than either the public sector or civil society acting through communities. It provides employment, creates skills, fosters innovation and opens up new markets for environmental services. The private sector requires environment policy that sets a level playing field, provides clear and stable rules and regulations to allow investments to be made with confidence, and promotes the provision of environmental services as a business area.
· Civil society – plays a vital role in domestic accountability and improving environmental governance. Civil society can raise environmental awareness and ensures that the public at large is able to exercise well informed choices.  In many developing countries civil society organisations play an important role in representing marginalised groups, ensuring their environmental concerns are understood and heard. Civil society above all reflects the sometimes very diverse value systems of the nation that need to be taken into account in ENR policies and which to a large extent determine the feasibility and likelihood of compliance. Civil society requires environmental policy that reflects the value systems of different groups, and that adopts a rights and environmental justice approach to natural resources management. 
To meet these demands and respond to these roles, there are a broad range of policy measures open to the ENR sector and most countries will need to make use of a variety of these. Table 2 below shows a range of typical policy measures and indicates how a sector approach can help establish these policies and equally importantly how it can help implement them. 









Table 2.  An actor perspective on ENR policy development and the contribution of sector programmes to furthering policy development.
	Category
	Actor
	Typical Policy Measure[footnoteRef:6] [6:  Adapted from: World Bank (July, 2002)] 

	Hints on how  sector approaches can help in establishing and implementing the policy measures

	Command-and-Control Regulations
	Public sector  
	· Standards
· Bans
· Permits and quotas
· Zoning
· Liability
· Legal redress
· Flexible Regulation
	· Ensure cooperation between environmental agencies and the police and judiciary to improve compliance
· Uncover contradictions in the legal framework by encouraging cross sectoral examination of regulations 

	
	Civil society
	· Watchdog role 
· Citizen complaint
	· Recognise and empower civil society to undertake watchdog role (e.g. by memorandums of understanding, training etc)

	
	Private sector 
	· Out sourcing regulation
	· Recognise potential to achieve less costly and more effective regulation by outsourcing specialists services e.g. Laboratory tests on water quality.

	Direct Provision by Governments
	Public sector
	· Environmental infrastructure
· Eco-industrial zones or parks
· National Parks, protected areas and recreation facilities
· Ecosystem rehabilitation
	· Integration of environmental concerns into sector and local government investment plans
· Ensuring through evidence based research a better understanding and appreciation of the economic potential of natural capital and environmental investments


	Engaging the Public and the Private Sectors
	Civil society 
	· Public participation
· Delegation
· Information disclosure
· Eco-labelling
· Voluntary agreements
· Public –private partnerships
	· Facilitate sector wide capacity building across national and regional divides
· Focus on multi-stakeholder processes with both private sector and civil society

	Using Markets
	Public sector

Private sector
	· Removing perverse subsidies
· Environmental taxes and charges
· User charges
· Deposit-refund systems
· Targeted subsidies
· Self-monitoring (e.g. ISO 14000)
	· Ensuring consistency between different provinces and regions 
· Increasing public support for market based measures through recognizing civil society as an actor

	Creating Markets
	Public sector
	· Property rights
· Trade-able permits & rights
· Offset programs
· Green procurement
· Environmental investment funds
· Seed funds and incentives
· Payment for ecosystem services
	· Help ensure consistency in government practice and encourage coordinated action




[bookmark: _Toc262126444]2.6	Key issues related to external support to country led efforts to develop policy and strategy
Ensuring country ownership of the policy process
Donors, if they are equipped at country level with expertise in policy formulation can contribute to the policy process through a variety of dialogue forums. Where such expertise is not available, those not familiar with the sector need to be careful about advancing positions. Because of the resources associated with donors, their views may be given more attention than is appropriate.  It is important that policy processes are led by country authorities and include not just government but all relevant stakeholders. 
Supporting the demand for improved policies
Donors can support the emergence of genuine country and stakeholder owned policy processes by providing resources to stimulate and articulate demand for change.  A strong, constructive and participatory demand for new policies is important in ensuring that policies are a true reflection of the need for change and reform. If well considered, supporting the demand for improved policies can itself contribute to improving domestic accountability and ensuring that policies are implemented in practice. 
Supporting the analytical underpinning of policy 
Developing robust and credible policies in the ENR sector can be expensive and time consuming because of the many different actors involved and the range of technical issues to be considered. Donors can assist in meeting the challenges of policy development by providing resources for the participatory processes and for engaging expert assistance. Donors can also facilitate regional and global links that can ensure that policy is informed by experience elsewhere e.g. on use of economic instruments in ENR. It is important however that the need for policy reforms arise from a genuine appreciation of the policy gaps and the scope for improving sector performance and not just as a response to donor requirements. 
Ensuring policy compliance
New policies will require changes. Projects supported by donors may need to be reviewed in the light of new policies and adjusted so that they are supportive of new policy directions. Policy in environment is vulnerable to slow or patchy implementation as it usually relies on coordinated action from many parties.  Especially in countries where donors fund a considerable proportion of the environmental sector activities an active role by the donors to make early and consistent changes in support of new policies is important. Donor supporting sectors other than ENR should also ensure that their activities heed the new policies.    
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3.  The Sector budget

 (
This chapter outlines five issues that are key to understanding the sector budget:
Defining what is meant by environmental public expenditure
The fragmentation of ENR sector finances
The importance of the national budget for the ENR sector
Accountability of public environmental spending
Governance challenges associated with environmental taxes and revenues
)
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Assessment questions [footnoteRef:7] [7:  A more complete set of assessment questions is provided in Annex 1.] 

· Is there an adequate definition of the ‘environment’ which allows the most important aspects of public spending to be tracked?
· What is the overall level of spending on the environment and how is it divided between recurrent and investment budgets?
· What are the differences in the composition of the ENR sub-sector budgets (e.g. for environmental protection, forestry or mineral resources)?
· Do allocations appear to be sufficient to address the main recurrent and investment needs? 
· Is spending consistent with stated policy priorities?
· What are the sources of funding for public spending on the environment? 
· Does the present mix of revenue sources hold any implications for the efficiency of spending or its sustainability? 
· Is internal revenue collection a major component of financing? Is it pursued efficiently, fairly and transparently? 
· To what extent have discretionary powers for spending and revenue collection been devolved to local authorities, or competencies for revenue collection and resource allocation been delegated to non-state actors (private tax collectors, traditional leaders etc.)
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3.1  Defining environmental public expenditure
The analysis of the sector budget should begin with a consideration of the boundaries of public spending on the environment.  Four issues can be highlighted that require attention during the development of a sector programme:
· Defining the scope of the sector budget – there is often lack of clarity over what elements of public spending constitute environmental expenditure;
· Making use of international standards for budget classification – standardised financial reporting needs to be strengthened to further policy analysis;
· Addressing natural resource management spending – environmental expenditure is broader than environmental protection, but there is no consensus over how to deal with the costs and revenues of natural resource management activities;
· Using public environmental expenditure reviews to address these challenges – the use of public expenditure reviews provides an analytical discipline to help address these issues. 
Defining environmental public expenditure is not a simple task.  A major difficulty concerns natural resource management activities for which environmental and non-environmental objectives cannot be easily separated. As a result of this ambiguity, there are many different definitions and classification systems currently in use to define environmental public expenditure. Standardisation would assist policy setting across government and would strengthen the quantitative assessment of budgetary resources dedicated to environmental objectives.  Defining what is meant by environmental expenditure should therefore be an early task in the development of a sector programme.
International standards can help. The UN Classification of the Functions of Government (COFOG) specifies ten broad functions of government, one of which is environmental protection.  Environmental protection is broken down into six sub-categories: waste management, waste water management, pollution abatement, protection of biodiversity and landscape, research and development into environmental protection, and other environmental protection services.  This classification therefore captures a broad range of public actions that help secure environmental services and would assist additional analytical studies.  The use of COFOG can be promoted during the development of a sector programme (while taking care that the integrity of the existing administrative classification of the budget, which clearly identifies responsibilities in budgeting, is not undermined).
The challenge of producing a satisfactory typology of environmental expenditure is reflected by the range of approaches adopted in Public Expenditure Reviews (PERs) that focus on the environment. Swanson and Lundethors (2003)[footnoteRef:8] reviewed early World Bank experience with the implementation of environmental PERs.  PERs analyse and project revenue, determine the scale and composition of public spending and assess how spending is allocated amongst activities and sectors.  A key outcome of such reviews is a clearer understanding of whether or not public policy is effectively enabled by public spending.  Their use as a management tool has increased with the move from project-level assistance to programme support and has brought into sharper focus the lack of clarity over what constitutes environmental spending.  An ENR sector programme therefore provides a good opportunity to build capacity for this type of analytical study. [8:  Public environmental expenditure reviews (PEERs): experience and emerging practice.  Available at: http://go.worldbank.org/2XN5IWBLS0 ] 

These challenges over recording public spending on the environment currently constrain the analysis of the government’s annual budget.  With the introduction of multi-year budgeting, such as through the development of Medium Term Expenditure Frameworks (MTEFs), the challenge of resolving these limitations becomes more acute.






 (
Box 10. Hints and How to Tips to improve the definition of public expenditure on the environment
S
eek advice from the finance and planning ministries to explore 
options of 
how environmental expenditure can be 
best 
record
ed within the national budget
 reporting system.
Build consensus on developing consistent and compatible financial reporting systems 
across all ENR public institutions
 that takes account of different sub-sector budgets
.  This will likely require specialist advice
 and political support for such reform.
Identify, and make links with, regional/international expertise to ensure that national reporting systems of public environmental expenditure are consistent and compatible with 
international
 
norms.
International agencies such as the World Bank have significant experience with public environmental expenditure reviews.  Attempt to link such international expertise with 
national centres
 of capacity to mainstream the use of this methodology.
Engage with key end-users, such as Parliamentary Committees on the environment, to secure support and demand for improved recording of public expenditure.
)






 (
Box 11. Experience with revising budget classifications on environmental expenditure
This case study highlights the considerable challenges that face any revision of a national budget classification system, despite the availability of international standards
.
  Securing reform is likely to take time and donor support therefore needs to adopt a long-term view. 
  
Although financial control procedures have 
much improved in Ukraine in 
recent years, the state budget planning and approval process remains very complicated.  Poor monitoring of 
expenditures within 
government bodies makes it difficult to analyze expenditure on the environment.  
T
otal environmental expenditures may be incorrectly estimated due to the existing methodology for data collection and reporting.  
In addition, t
he lack of a unified reporting system for all governmental institutions c
an
 hide expenditures that might be considered environment-related.  
This situation has led to an acceptance of the
 
need to switch from the previous Soviet Union methodology towards 
one 
that 
is used by 
OECD
 countries,
 especially for the terminology and classification of expenses and the procedures for expenditure. 
Under
 the project ‘
Implementing the OECD/ Eurostat Standards in the Kyrgyz Republic and Ukraine
’ 
the ministry of environment, together with 
the State Committee
 of Statistics, 
developed a classification system for industry reporting on environmental expenditures that is compatible with international and EU practices and methodologies.  
A
lthough this unified reporting system 
would 
enable
 policymakers to improve 
forecast
s
 and control over p
ublic environmental expenditure
, it has 
yet to be put into use.  This signals the key requirement of ensuring there is broad political commitment to support such technical advances and that securing gains may take considerable time. 
Parsons Brinckerhoff (2008). Assessment of the environment sector in Ukraine in view of budget support.  Final report. Project funded under the European Union’s External Aid
 Programme
. 
)
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The sector budget is one of the core elements of a sector programme.  It needs to be well understood if an ENR sector programme is to be successful.  Three considerations are noteworthy:
· The ENR sector is often highly fragmented in terms of public spending – with multiple government ministries, departments, semi-autonomous agencies and local authorities all with their individual spending patterns;
· Multiple funding streams frequently exist – government’s recurrent budget may be a small part of the total financial envelope available;
· Fragmentation raises transparency and accountability issues – fiscal responsibility sets an important precedent for sector governance.
In many countries there is no such thing as a single ‘sector budget’ for public spending on environment and natural resources. The national budget is made up of ministry, department and agency spending plans. Several government ministries are often involved in environmental governance and management, so a high degree of fragmentation can be expected which adds to the complexity of both the budgetary process and programme implementation.  Ensuring fiscal coherence is a challenge that the national budget process must address in the first instance.  
An additional challenge for sector approaches in the ENR sector is the fragmentation of national environmental agencies’ budgets, which adds considerable complexity to sector governance and management. Three linked but essentially parallel budget processes can be identified in many environmental agencies (Lawson and Bird, 2008):
1) The national budget process, which is limited essentially to the recurrent budget and the counterpart funding for externally financed projects, with the occasional potential for funding domestically financed investment projects.
2) A process for the allocation of external project finance, dictated to a large extent  by the interests of external funders and operating in a highly disaggregated way on the basis of agreements reached between the external funders and the specific agencies (or even sub-agencies, in some cases) responsible for implementation. 
3) A process for negotiating rights to collect revenues and fees and to retain discretionary control over their use. In some cases and for some specific charges, this process works relatively effectively with reasonably accurate estimates of likely collections, clear rules for the proportion to be retained and activities pre-budgeted in the national budget for funding from these areas. In other cases, the ‘own revenues budget’ can be highly volatile, unpredictable and non-transparent.
As a consequence, a good part of the resources available to the environment sector may not be under the effective control of the Ministry of Finance (or by implication, the National Parliament) and hence the mechanisms to ensure that these resources are allocated to the higher priorities are not fully in place. Programmatic approaches need to strengthen these national systems of accountability and emphasize the important role that ministries of finance, planning and economic development (where they exist) should play in ENR sector programmes.
In countries undergoing decentralisation processes there is another challenge: some revenue raising and spending powers are granted to local government. However, if these reform processes have not been completed, the power and resource sharing arrangements with the central state may be ill- defined and the budgets of local governments poorly integrated in the national budget process. Moreover, budget processes may not take sufficiently account of customary law, i.e. the rights of traditional authorities and local communities to levy and make use of the proceeds of taxes and royalties on particular natural resources.  
This fragmentation of budget systems also tends to mean that it is difficult to assemble complete data on budgets and spending for any single government department or agency.   This should be an early task of a sector programme, as the way in which public financial resources are managed strongly influences the main sector actors.

 (
Box 12. Hints and How to Tips to 
address the fragmentation of the sector budget
Use s
ector working groups 
to 
prioritise
 
discussion on the sector budget
 as a permanent agenda item.  Such groups provide an important new 
opportunity to draw together 
the 
‘
sector budget
’
 from the numerous public a
gencies
 making up the ENR sector.
 
Work with ENR ministries to require that semi-autonomous government agencies report all their revenue and expenditure, and that all sources of funding are considered in sector planning exercises.
Work with ENR agencies to ensure that internally generated funds are managed strategically with funds derived from the government’s consolidated fund.  
Ensure that all external 
support
 to the ENR sector provided by donors is recorded in the national budget system.
)










 (
Box 13. Multiple funding sources for national environmental actions
This case study presents an extreme example of multiple funding sources for national environmental actions, whose impact in bringing about improved environmental outcomes appears limited by the absence of an over-riding national strategy.  
Ukraine 
became a sovereign state in 1991 and since that time has undergone a transformation from a centrally planned economy to a market-based system
.  Air and water pollution are major environmental hazards.  Pollution 
charges 
have become 
the main source of revenue for 
public 
environmental 
actions, under a system established in the 1980s
.  
 There are 
currently 
an estimated 10,000 local 
e
nvironm
ental funds, but 
expenditure in most cases 
does not appear to 
be properly focused on priority problems.  In 2007
,
 approximately €145 million was collected, but 
there is a 
lack o
f institutional capacity to use this funding 
purposefully. 
It is 
now 
recognised that th
e existing system requires
 a major overhaul. 
However, although 
new draft legisla
tion on the National and Local 
Environmental Fun
ds passed a
 first hearing of the Parliament, 
it 
did n
ot pass the second hearing and h
as 
been 
put aside.
  This highlights the importance of developing a strong sector strategy that has broad political support to bring coherence to a sector supported by multiple funding channels.
Parsons Brinckerhoff (2008). Assessment of the environment sector in Ukraine in view of budget support.  Final report. Project funded under the European Union’s External Aid
 Programme
.
)
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With the emphasis given to supporting national systems by sector programmes, greater importance is now being placed on the national budget to secure the necessary financial resources for the sector.  This raises two important issues that ENR sector programmes need to address:
· The national budgetary allocation for environment tends to start from a very low base –  this in turn means that capacity constraints are long-standing issues for many ENR sector agencies;
· The national budget cycle demands specialist attention by sector agencies – recognizing that this may not have been of such importance during earlier periods when external project-based support could be relied upon.
A common problem affecting the implementation of environmental policies and programmes is that government spending on environmental protection is universally low, being between 1% and 2.5% of public spending.  This is partially explained by the fact that the environment is a relatively new area of public policy, which has not been sufficiently linked to broader policy issues such as poverty reduction.  This limited allocation from the national budget means that environmental agencies are often severely under-funded, with insufficient resources to fulfil their statutory functions, such as compliance monitoring, which are critical to the delivery of environmental outcomes.  
However, with budget funding becoming less constrained in aid-receiving countries, due to debt restructuring, the growth of domestic revenues and the expansion of budget support, there is now good potential to promote the expansion of ENR sector agencies’ annual budgets. This calls for the sector agencies to play a full part in the national budget cycle and engage with the ministry of finance to make the case for greater budgetary resources.  
The formal budget process normally consists of three main stages, namely: (i) formulation of the budget; (ii) approval; and (iii) execution and oversight. 
The budget formulation stage will often include a review of sectoral priorities, where sector ministries are required to review their performance in order to inform the budget proposals for the next budget period.  This review process involves the collection and analysis of data on each ministry’s development and recurrent expenditure.  It also includes budget hearings where sector spending plans are proposed and then subject to the scrutiny of the finance ministry.  Poorly prepared plans tend to undermine credibility and limit the likelihood of securing budgetary increases.  The relatively small size of environmental ministries means that the necessary economic and presentational skills may require strengthening under a sector programme to allow them to make an effective case.
Budget execution is not as straightforward as might first appear.  Common problems that spending departments have to foresee and manage include reductions in the agreed budget when government projected revenues fall short or some national crisis occurs requiring financial commitments elsewhere in the public sector. The finance ministry can impose quarterly ceilings or even monthly ceilings, meaning that departments – irrespective of their budget allocation – receive only amounts determined by the finance ministry on a quarterly or monthly basis despite any proposed timing of their budgeted activities.  When this happens many investment projects have to be abandoned and service activities curtailed, which can have a severe impact on the operations of ENR agencies. 






 (
Box 14. Hints and How to 
Tips
 to 
strengthen ENR engagement with the national budget
Help strengthen budget analysis capability within ENR ministries through targeted capacity development.
Prioritise
 the preparation of the annual budget submission by ENR public institutions, supporting the interaction with finance and planning ministries.
Focus on raising recurrent funding, rather than project funding, for the environment.
Ensure that national public finance management reform measures include ENR sector public institutions.
Ensure that off-budget
,
 external financing conditions do not 
undermine 
financial planning capacity within ENR agencies, particularl
y during key periods such as 
national budget formulation.
 
)








 (
Box 15. The disconnect between stated environmental priorities and budget spending in Ghana
T
his case study 
show
s
 
how 
environmental 
policy 
priorities 
may
 not be
 supported by a release of budget 
funds, despite statements of policy intent and Parliamentary approval of budgetary allocations.  
Such 
disruption
s in the national budget system
 need to b
e tackled by a sector programme;
 
whilst recognizing that 
one sector cannot secure reform in isolation from the rest of the government administration.
In Ghana small-scale mining
 makes a significant contribution to national gold and diamond production and employs approximately 80,000 people.  Much of this activity is illegal and the environmental impact of mining causes serious land degradation and water pollution.  The Minerals Commission has developed a number of strategies to address these negative impacts and a programme of work to support improved environmental management of small-scale mining appeared in the 2005 
Annual Estimates
.  However, implementation of this policy theme 
eventually 
depended on the release of special funds (rather than 
from the national budget
) and was subject to considerable disruption in 2006 when the planned funding did not materialise.
A second environmental theme which did not receive the planned 
budgetary 
funding despite repeated statements of policy intent concerns government’s attempts to reduce the extent of illegally harvested timber.  This policy initiative began in January 2005, with the start of the Validation of Legal Timber Programme and was highlighted in each subsequent 
Annual 
Budget Statement.  However, considerable delays were experienced in the release 
of government funds for the 
Validation of Legal Timber Programme.  The budget figure of 19.8 Billion cedis allocated in the 2005 Annual Estimates 
was not made available in 2005 
or 
in 
2006. After a re-budgeting process, approximately a quarter of the amount was eventually obtained by the Forestry Commission in early 2007.  The lack of government funding required the identification of alternative financial resources and in 2005 approximately €400,000 was secured under a bilateral grant from the Netherlands to complete a number of studies on the proposed design of the timber verification system.  Without such support, it seems likely that the programme would have been seriously undermined. 
Adapted from
:  Bird, N and Avoka, C (2007) Budget support, aid instruments and the environment: the country context. Ghana country case study. Final Report. London: ODI and Accra: CDD. 
)
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Sector programmes offer the prospect of addressing some of the weaknesses observed in the accountability of the ENR sector budget. There are several strands to securing such strengthened accountability:
· Recognising that accountability over public spending is not a strength of many ENR agencies – such agencies have been subject to limited oversight in the recent past.  New systems and ways of working may be called for; 
· National accountability reform needs to be driven by the state legislature – this will often require some strengthening of parliamentary sub-committees that oversee environment and natural resource issues;
· The introduction of off-budget[footnoteRef:9] funds creates additional challenges for public accountability – the recent expansion in the number of such funds in the ENR sector creates further challenges to the strengthening of oversight controls; [9:  Off-budget funds: funding received by national public agencies that is not fully integrated with the national system of budgetary control effected through the Consolidated Fund under the direction of the Ministry of Finance and appropriated through the legislature.
] 

· Donor support that is off-budget further exacerbates accountability issues – this is one of the strong justifications for external investment to be directed through programmatic support, ideally Sector Budget Support. 
Accountability mechanisms for public environment spending are often weak, reflected in the limited transparency of national environmental public spending.  Serious inconsistencies in financial reporting across government may exist, with discrepancies between the ministry of finance, sector ministries and environmental agencies. 
The main source of public information is the national budget, but departmental spending plans and expenditures are often not publicly available documents. Accountability of public expenditure, including that of local government where fiscal decentralisation is in place, should be enhanced as part of national public finance management reforms.  State Audit Offices are key institutions to help secure such reform. Civil society organisations and the media also have a role to play.  It is therefore important that all these stakeholders and institutions receive support within an ENR sector programme.
Increased involvement of the legislature over executive decisions offers the prospect for greater transparency concerning national environmental programmes, as when spending plans are subject to parliamentary scrutiny.  However, legislatures frequently have insufficient legal powers, time, and analytical capacity to review budgets and monitor implementation.  This is a particular challenge for the ENR sector, which is usually a minor thematic area in the legislature’s deliberations.
The use of special funds by environmental agencies, including national environmental funds (or similar), needs to become more transparent, perhaps by providing information on their intended use at the time when the budget is placed before Parliament. In addition, significant levels of off-budget, externally-financed development spending for many environmental agencies has tended to undermine national accountability processes.  Strong incentives for both the donor and recipient organisations to continue such practices remain, but these may be lessened through establishing strong sector programmes.  




 (
Box 16. Hints and How to 
Tips
 to 
improve accountability of public environmental expenditure
Provide support to national oversight institutions, e.g. State Audit Offices, to strengthen national standards of financial reporting.
Prioritise
 the transparency of all public environmental expenditure and revenue, particularly the internally generated fund revenues of ENR agencies.
Encourage the publication of both budgetary estimates and actual expenditures on the environment by both government and donors.
Put details of donor expenditure on the environment into the public domain within the partner country. This could be achieved through a dedicated website, preferably one that records all donor spending on the environment.
Support parliamentary discussion on public environmental expenditure through the provision of budgetary information on all ENR sector public bodies.
Invest in capacity development of civil society organizations to strengthen their monitoring of public environmental expenditure.
)










 (
Box 17. Accountability of Kenyan environmental agencies and internally generated funds
This case study highlights the considerable challenges that often need to be addressed to improve the accountability of environmental agencies’ revenue and expenditure.
In Kenya, semi-autonomous parastatal expenditure and non-tax revenues represent more than 10 per cent o
f total State expenditure.  T
he environment sector 
is dominated by four major 
parastatals.  All these institutions prepare their own Annual Estimates.
 
Under the Public Audit Act 2003, Statutory Bodies and State Corporations are required to submit their financial accounts to the Ministry of Finance, Line Ministries and the Kenya National Audit Office 
(NAO) 
within three months of the end of their financial year.  However, the Ministry of Finance does not maintain a list of those parastatals that have complied and those that have not submitted their accounts.  The Annual Reports and Accounts of 
the National Environment Management Authority (NEMA) 
for 2003 through to 2006 all contain the NAO’s statement recording the late submission of 
the financial statement. The NAO
 also reco
rded that for 2006 and 2007 NEMA
 operated without a budget approved by the relevant authorities.   
The 
semi-autonomous position of 
parastatals allows these institutions to raise their own revenue through 
internally generated funds
.  This may take the form of licences and approval fees, as well as user-fees charged to those who consume or use facilities.  Examples include levies made by N
EMA
 on investors for conducting environment impact as
sessments; licence fees that the Kenya Wildlife Service
 charges investors who build lodges in national parks; and user fees charged for entry into the parks. While this has proved to be a popular source of funding it carries serious operational challenges, which include (i) inadequate data on the revenue base; (ii) risks of encouraging environmental degradation through the pressure to raise revenue; (iii) risks of neglecting important monitoring and protective activities that do not generate revenues; (iv) it is particularly prone to external disruptions; and (v) weak enforcement provisions in the laws.
Adapted from: 
Bird, N and Kirira, N (2009). Government institutions, public expenditure and the role of development partners: meeting Kenya’s environmental challenges. ODI, London.
 
)
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The retention of public revenue by ENR agencies may be an important aspect of the sector budget.  Where this is the case, it is an issue that the sector programme should address.  
· Internally generated revenues can generate substantial revenue flows – they can represent a significant portion of the operating funds for environmental agencies.  In fact they may exceed the annual allocation from the national budget.  It is therefore important that such funding should be critically reviewed when examining the financial resources available to environmental agencies; 
· These revenue streams should be subject to the same level of transparency and accountability as the national budget – yet this does not always appear to be the case;
· Revenue generating activities can undermine the non-revenue generating activities of ENR agencies – the latter are often of a regulatory nature and thus there is the danger that national environmental safeguards may be compromised.    
The retention of revenue, whereby environment and natural resource agencies are allowed to retain part or all of the receipts from taxes and service changes they charge have been associated with serious governance problems. This funding operates largely in parallel to the national budget process, and information on such revenue collection and its use may be substantially incomplete.
These funds comprise a mix of two types of charges.  First are environmental taxes: licenses, royalties, export levies, etc, which are often administratively set, but optimally are designed to raise the costs of natural resource exploitation in fisheries, mining, forestry and hunting to a level that maintains the rate of exploitation at a sustainable level.  Service charges are the second category, ideally designed to cover the costs of providing a service, such as the processing of an Environmental Impact Assessment.
The primary role of environmental agencies is to protect the environment and promote sustainable development practices. When funding starts to become dependent on licensing fees, there is a tendency to set fees and apply rules in such a way as to maximise revenue collection rather than to maintain a sustainable level of resource exploitation. Similarly, environmental agencies may begin to bias their work programmes not towards the most important conservation or environment protection activities but towards those that yield the most revenue. Explicit safeguards need to be put in place to ensure that such behaviour does not develop further under a sector programme. 
National Revenue Authorities, although by no means always free of corruption, have the virtue of having well established, transparent procedures for tax collection and thus are more likely to be able to collect environmental taxes efficiently and fairly.  Linking sector initiatives to other parts of government (such as linking environment-related tax reform to broader tax reform) should be an important consideration during the development of an ENR sector programme. 









 (
Box 18. Hints and How to 
Tips
 to tackle the governance challenges associated with environmental revenues and taxation
Promote the inclusion of all extra-budgetary funding in central government’s Approved Estimates.  This may require strengthening the levels of cooperation between sector agencies and the ministry of finance.
Strengthen the links between sectoral planning and budgeting to ensure credible budget allocations are given to proposed programmes and priority issues.
Seek clarity over the institutional mandate of environmental agencies to identify – and separate – revenue earning from non-revenue earning activities.
Support the timely auditing of environmental agencies’ Annual Reports.
Work together with actors outside of government to strengthen civil society’s capacity to undertake independent monitoring of government spending on the environment.  
Commit to a 
comprehensive and accessible disclosure of information 
of donor spending on the environment. 
)

 (
Box 19. Signs of conflicts of interest in forest management in Mozambique
This case study highlights the potential conflicts of interest that can arise when environmental revenue represents a significant portion of the operating funds for environmental agencies.
Mozambique has an extensive natural forest base corresponding to 24% of the national territory. But the forestry sector is vulnerable and depletion of forest resources has been reported as one of the most serious environmental problems in Mozambique. The 1999 Forestry and Wildlife Law established a system of Simple Licences for 
ad hoc
 and small scale production and Forest Concessions for larger scale and long-term production. The latter require detailed management plans for ecological sustainability and impact on local communities whereas the former has very few requirements.  To-date, most forest production is done under the undemanding Simple Licences system, with little consideration for sustainable resource use. 
The National Directora
te of Lands and Forestry 
of the
 Ministry of Agriculture 
is the government agency mandated with the management of forestry resources. Its main activities consist of awarding and monitoring concessions and licences for forest exploitation. Licensing and monitoring activities generate three main types of revenue: licensing fees, fines, and revenue from the selling of apprehended products. However, the State Budget provides no information about revenue collections. A 
recent paper produced by the General Budget Support
 donors estimated that revenue from licences and concessions has been growing significantly and reached US$ 6 million in 2006 (as compared with US$ 270,000 in 1998).  
Existing legislation stipulates that revenue from licences and concessions should be used to fund reforestation activities and to support community development priorities. Unfortunately, information on the use of this revenue is not readily available.
 A
 combination of legal loopholes, reporting gaps and lax controls has led to a situation in which: (i) the forest harvesting system in place is widely accepted as inappropriate; (ii) there are signs of a bias towards this rev
enue generating function in 
National Directora
te of Lands and Forestry
’s activities; and (iii) forestry-related revenue and its use is not recorded in official documents.
Adapted from:
 Cabral, L and Dilcidio, F (2008). Environmental institutions, public expenditure and the role of development partners: Mozambique case study. London: ODI.
 
) 
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3.6	Key issues related to external support to country led efforts to develop coherent sector budgets
Using appropriate funding options
A sector approach to supporting ENR will present a number of funding alternatives for donors depending on the particular circumstances:
· Support across the whole sector that co-finances the environmental elements of many different ministries, and even the private sector and civil society
· Support to a specific ministry – normally the Ministry of Environment and those agencies within its scope
· Support to a specific sub-sector 
· Support to a sector programme that potentially brings together different actors around a particular theme e.g. the Arid Lands Management Programme in Kenya
Depending on the outcome of PFM and fiduciary risk assessments it will normally be preferable to provide sector budget support to those elements of the sector that are within the mandate of government. However, sector budget support in the ENR sector is not easily arranged because the public sector role is normally split between a variety of spending ministries, departments and agencies and is rarely consolidated in a single budget. Where support is of a transitional or temporary nature and longer term national systems do not have to be built up, consideration can be given to pooled funding or even project modalities, which may be more agile. Support to global or multi-country initiatives that are common in ENR are often easier to arrange via project modalities, especially if they are short- term and involve inputs from many different parties.
Recognising that non-state actors are important in ENR 
Many crucial activities lie outside government. For ENR the largest sector expenditure is often outside of the public sector.  Donors should avoid combining support to state and non-state actors in a single support effort. Often donors pool support using a thematic rationale – but in reality it can build in tensions and distort roles. Support may need to be provided directly to the private sector and civil society, especially when support via government encounters capacity constraints or diverging interests. Where donors support private actors directly, this should be non-distorting and aligned with the sector policy.
Increase transparency by ensuring that donor funding is on-budget
Donor support that is off-budget exacerbates accountability issues and this provides a strong justification for external investment to be directed through programmatic support, ideally Sector Budget Support. If project or pooled funding modalities are preferable, donors should  make sure that they are on budget: make the information available to the public sector and check to see that it features in sector budgets; if not, make sure it does the next year. 
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4.	Sector coordination
 (
This chapter examines four important issues associated with securing effective coordination of a sector programme in the ENR sector:
Designing appropriate coordination mechanisms
Securing leadership and enhancing influence
Domestic coordination at the operational level
Coordinating donor support
)
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Assessment questions [footnoteRef:10] [10:  A more complete set of assessment questions is provided in Annex 1.] 

· What are the existing domestic mechanisms of coordination in the sector?
· Are all the functions of coordination covered by the existing mechanisms? 
· Who leads on sector coordination and is the present arrangement effective?
· Is the private sector and civil society involved in sector coordination bodies?
· Are the existing mechanisms operational (with minutes taken, meetings held regularly and good attendance)?
· Is feedback from, and listening to, lower levels built into the coordination mechanisms?
· Do donors have their own internal coordination bodies?  Are government and civil society representatives invited?
· Are there significant donors who are not part of donor coordination efforts (either by the government or by donors themselves)?
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4.1	Coordination – at the heart of the sector approach 
Coordination is at the heart of the sector approach and is particularly important in the ENR sector due to the many actors involved. If coordination is to be effective and bring the expected benefits of the sector approach there must be clarity over:
· What to coordinate –  policy, planning, implementation, monitoring; 
· How wide to extend the coordination –  what are the boundaries of the sector approach and what organizations and actors should be included in the coordination;
· How to tailor the mechanisms of coordination to the coordination task – the coordination task should be approached in a pragmatic manner to economize on coordination efforts and minimize risks of conflict. For the ENR sector this may imply sub-sector or thematic coordination e.g. of the forestry sub-sector.   
Coordination in the ENR sector at policy level is crucial because a central strategy of most environment policies is to mainstream environment into the policies of other sectors. The coordination demand is thus two-fold: first, the overall environmental policy must enjoy the support of all sectors if it is to be viable; and second, sector and local-level policies should be consistent with and ideally further the aims of the overall environmental policy. For these reasons, coordination at the policy level usually requires a broad definition of the sector.  
The mechanisms of coordination will normally require a very high level representation and this often gives problems of ensuring participation. Policy coordination in the ENR sector can require representation of many different entities at ministerial or director general level. The National Environmental Council of Kenya, for example, has only rarely met, partly because it is very difficult to assemble a quorum and there are similar cases elsewhere. In some countries coordination has been raised above the ministerial level and placed in the office of the Vice President or similar body.  
ENR policy implementation is dependent on the efforts of the private sector and civil society, so it is important that policy coordination efforts have access to information and insight from beyond the public sector. Policy coordination work is usually public sector led, as policy setting is a core public sector duty. Nevertheless, it is very helpful for civil society and the private sector to contribute with their own policy positions and analysis which can help inform the policy debate. 
At the planning, implementation and monitoring levels, more diverse coordination approaches are possible. As the ENR sector is often broken down into thematic areas such as water, forestry, mineral resources and the marine environment, it is possible to coordinate planning, implementation and detailed monitoring within a smaller, more naturally cohesive group of actors. This makes coordination more feasible than attempting too broad a cooperation which would involve actors sitting in on processes where they have little to offer or gain. There are many different mechanisms for coordination at the planning and implementation level. If the natural boundary for cooperation is within a particular ministry or agency then the normal management and coordination structures of that organization might suffice e.g. monthly departmental meetings. If the boundary for cooperation involves other ministries or agencies then inter-ministerial coordination bodies at the operational level can be set up, probably meeting more frequently than at the policy level (e.g. at a quarterly interval).  
 (
Box 21. Empirical evidence of the benefits of coordination: the shrimp sector in Madagascar
This case study demonstrates the environmental benefits that can accrue from effective sub-sector coordination, even under conditions where there has been low levels of trust between different actors within the sector.
Shrimp fishery in Madagascar yields over 10,000 tons per year and provides an export of USD 75 million per year. 
However, in the early 
1990s, irregular and discretionary licensing exacerbated competition between fishing companies. The lost of trust and confidence between state and the private sector led to over fishing and serious threats to the future of the industry. The conflicts were rooted in: 
A lack of trustworthy biological and economic data that could guide decisions on safe fishing levels  
W
eak governance that, in part due to the lack of data, was highly discretionary
An absence of l
icense fees and little 
 return to the state
, 
which did not
 have the resources to 
monitor
An opportunistic and on occasion fraudulent
 response of the private sector
As a result, shrimp fishery was unstable and uneconomic from a national viewpoint. The first step to be taken, in 1995, was to encourage the fishing industry to establish a professional shrimp industry association. 
Lessons learnt 
arising from this coordination effort 
include:
Funding by members brought status and legitimacy. After a short period of support the associa
tion 
became mainly funded by its members
,
 which gave it 
the
 status to act as spokesperson for the shrimp industry
.
The need to attain environmental standards triggered effective collective action which then became routine. The need to work collectively to deal with an EC embargo on Malagasy fishery products following a veterinary inspection was the first test faced by the association and the government. Prompt action limited the embargo to 3 months. As a result the associ
a
tion gained in credibility and authority to speak on behalf of the entire commercial shrimp industry. Equally importantly, it demonstrated to all parties the tangible benefits of working together.
Joint public-private sector development of decrees to regulate fishing access and license fees. A number of decrees in 2000 and 2004 were aimed at addressing the sustainability and economic returns and included measures to reduce by-catch. These measures were pragmatic and in the common and longer term interests of the nation and the industry. 
Rojat, D. et al., 2004, IIFET Japan Proceedings.
) (
Box 20. Hints and How to Tips on designing effective coordination mechanisms
Involve parliamentary committees for natural resources and environment as they can help secure high level support and ensure cross-party political coordination
.
 
Consider the office of the Prime Minister or some supra-ministerial body as a means of very high level coordination, but beware of creating too many overlapping coordination instruments that might serve to undermine the sector’s own environmental ministry’s ability to take leadership. 
Define low quorums for high level policy coo
rdination meetings to allow them to
 go ahead when participation is patchy
,
 but arrange for special briefing sessions and no-objection mechanisms to ensure material involvement of those not able to attend.
Where sector working groups have a very broad remit, it is possible to form sub-groups to ensure adequate attention to particular issues e.g. in Uganda the SWAp in the water sector has set up governance and finance sub-sector working groups to ensure adequate attention to these topics whilst also ensuring that the deliberations, by being part of the wider coordination architecture, can be raised to a high decision level if needed.  
)





4.2 [bookmark: _Toc256505866][bookmark: _Toc262126454]Sector leadership and influence 
Experience shows that factors that enhance leadership and influence include:
· High level endorsement  –  there is need for clear endorsement and support from core ministries such as the Ministry of Finance, Planning or the Office of the Prime Minister or similar body; 
· Incentives for cooperation are provided and understood –  the gains of cooperation should be clear to all parties and reinforced periodically. An understanding of ongoing turf disputes, competition for resources and other factors that affect the desire for coordination will help guide an assessment of what type of level of sector coordination and leadership is realistic; 
· Entry points and champions –  the ENR sector needs to ensure that coordination mechanisms give scope and take advantage of the presence of champions for ENR in other sectors. 
Ultimately, leadership and influence will arise from a recognition of the longer term political relevance of the sector. The political relevance of the sector is itself driven to varying degrees by the awareness amongst the general public and how this may influence voting patterns. Recognition amongst decision makers of the present contribution and potential benefits of the ENR sector to social and economic development is also an important factor affecting political relevance. The contribution of research and awareness on climate change is an indication of how greater awareness can raise the profile of previously neglected sectors.
 (
Box 22. Hints and How to tips for strengthening leadership and influence
Use influential champions and entrance points for environment within the different sectors
.
Make use of prominent opinion 
leaders in civil society includi
ng celebrities and those that influence youth culture
.
Empha
s
ise where appropriate 
national 
commitments to 
international 
environment
al agreements.
 
Make connections 
with university and civil society research bodies
.
Build alliances with industry and service providers e.g. such as the Kenya N
ational Cleaner Production Cent
r
e
.
)

 (
Box 23. Quotations on leadership challenges in the ENR sector
‘T
he Ministries of Environment are relatively new and weak in Central America. They have a hard time getting recognised as the entities with overall responsibility for environmental concerns. Many of the important tasks, such as running water systems and waste management, lie either with sector entities (water authorities, ministries of health, agriculture, etc) or ar
e shared with local governments.’
 Danida
,
 2008
.
‘
Environment ministries/departments generally occupy a low position in the ministries pecking order, and thus tend to have only weak or no influence on others - so that they generally unable to coordinate or push other ministries t
o address environmental issues.’
 IIED
,
 2009
.
‘
It is widely acknowledged that the environmental authorities [in Latin America] generally lack political weight. Various studies show that there are gaps in the institutional capacity for enforcement of environmental policies and insufficient mobilisation of resources (both technical and human). The mere existence of environmental regulators is not enough; better communication, dialogue and coordination of activities between those responsible for implementing the releva
nt public policies is required.’
 RIDES
,
 2008
.
) 
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The ENR sector is highly dependent on coordination at the operational level of planning, implementation and monitoring. Experience shows that this is best achieved by:
· Establishing a pragmatic ambition level for top down coordination within the public sector – only those bodies that need to be coordinated should be involved and there should be a matching of top down and bottom up coordination. Establishing a pragmatic ambition level will recognize that it is sometimes better to avoid risks of conflict even where this means some areas are, at least temporarily, less than optimally coordinated. Often top down coordination will be action based rather than sector based  i.e. based around the funded activities of either a departmental work plan or a specific programme which might involve several agencies e.g. The Arid Land Natural Resources Management Programme of Kenya. 
· Fostering bottom up coordination and exploiting the benefits of decentralization – The scope for coordination of ENR across sectoral boundaries is often greatest at the local level (Buhl-Nielsen 2009). ENR is naturally a territorial issue where the locality is important.  In decentralised states local government tends to have a mandate for environmental policy and natural resource management (e.g. spatial planning, regulation, taxation). However, these institutions often lack capacities and resources to assume this mandate effectively. Sector policies should therefore pay due attention to reinforce the capacities of local government to act as a facilitator of dialogue and coordinator on environmental and natural resource management issues.
· Encouraging civil society and the private sector to be represented by a recognized umbrella organization – Both civil society and the private sector are composed of groups that often represent different and sometimes opposing interests. Nevertheless there are usually issues which they have in common.  In Bolivia there is a network of nearly 30 NGOs operating in the ENR sector that have formed an umbrella organization to help ensure coordination. Another example is UWASNET in Uganda where more than 100 NGOs have joined to form an umbrella group. In both these cases members are present in different parts of the country and can therefore help in both bottom up and top down coordination from the civil society perspective.
· Managing the information environment – access to information is usually the best trigger for improved coordination as it increases transparency and trust. Information gives people the necessary knowledge for making well-informed decisions, avoiding overlaps and duplication and ensuring that gaps do not occur. Managing information is not just about communicating what is known but is also about listening and learning from others.  At the macro level, the use of national learning forums (as have been carried out as part of sector reviews in Uganda since 2008) have proved a useful means for listening to consumer and citizen voices that are rarely otherwise heard. 
Strategic Environmental Assessment (SEA), with its emphasis on stakeholder involvement, provides an excellent tool for strengthening existing coordination arrangements and assisting in the creation of new ones, where needed.  Governance analysis[footnoteRef:11] can also be a useful tool to help explain how existing coordination mechanisms work and whether or not they are effective in managing ENR.  Sometimes ENR challenges are so complex and cross border to an extent that operational coordination is needed not just at local level but also at the regional level. An example is the Forest Law Enforcement, Governance and Trade (FLEGT) initiative where experience in Ghana has shown coordination across international borders is needed to be effective.     [11:  Analysing and addressing governance in sector operations. 2008.  Tools & Methods Series.  Reference Document 4, EC.] 







 (
Box 24. Hints and How to Tips on actions that can be taken to improve domestic coordination
To improve coordination at 
the 
planning, implementation and monitoring levels consider t
he following:
 
An effective information management and communication strategy will often by itself improve coordination. Information removes many of the barriers to coordination. Well informed organizations and competent professionals will tend to coordinate automatically.
Make sector 
programmes less ambitious to start with
,
 so that less actors need to coordinate
 
 
– 
especially where coordination is a problem.
Balance the centralizing tendency of a SWAp process with strong bottom up coordination mechanisms at local levels
.
 
Tailor the number and hierarchy of coordination structures according to the size and administrative structure and complexity of the country e.g. in a federal country it might be relevant to have state level coordination.
Encourage inter-district 
co
-
ordination between local governments. Such coordination is especially important for environmental aspects that cross administrative boundaries. In Latin America, groupi
ngs of municipalities 
are often formed to enable coordination directly between local governments without having to rely on provincial or central government bodies. Typically this would be for waters
hed management or for managing 
ecosystems that cover more than one administration. 
)
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The experience of donor coordination is mixed, sometimes it is smooth but more often it is difficult and time consuming. With the emergence of additional international support provided by new donor countries, private foundations and global funds, the challenge of coordinating external support is likely to increase over the medium-term.  Guidelines for good practice include: 
· Donor coordination should be complementary to domestic coordination – mechanisms to coordinate donors should not overshadow or be confused with domestic coordination. The need for domestic coordination is paramount. Donor coordination is a means to obtaining greater value for money from external support and not an end in itself. Donor coordination is often well resourced and attracts attention so it is important that it does not crowd out domestic coordination. Issues such as climate change attract enormous attention and all donors want to be involved and contribute. Without strong domestic coordination, many fragmented and even contradictory directions may be pursued. 
· Donor coordination should aim at alignment to national policy and systems – alignment is the means of ensuring that donors’ efforts support national policy and strengthen rather than weaken national systems. Coordination is one of the means available to national authorities for fostering alignment. Alignment and coordination of donor effort is more difficult in the absence of effective policies and capable institutions because donors have nothing to align with. Coordination in the ENR sector suffers from donors having strong external agendas that are often globally driven and not necessarily well suited to the circumstances of the partner country. 
· Internal donor coordination can help – a lead donor role can be helpful in streamlining donor coordination. But for some governments a too strong and internally well coordinated donor group is sometimes considered a double edged sword because whilst it makes for easier coordination it also allows donors to exert a strong agenda. Internally well-coordinated donors also prevent governments from playing one donor off another. Whilst this may seem a disadvantage at first, in the longer run it is better for the government in question to obtain alignment through persuasion and ensure that the policies and institutions are worth aligning with.
In aid dependent countries donor coordination is a major challenge. In some countries donors provide a very large proportion of the ENR budget and are crucial players. There is also a tendency in the ENR sector for donor support to be highly fragmented and composed of many small, highly specialized projects. In such cases donors may not be crucial players but their projects may be disproportionately time consuming and resource demanding.  
Donor coordination is a means of ensuring consistent and coherent policy dialogue with external partners. Thus at the policy level a multi-lateral approach involving all donors is often preferable. The same holds true for sector budget support modalities at the operational level. Where there are project arrangements as part of the sector approaches, and this is more common in ENR than many sectors, then bilateral coordination arrangements at the operational level may often be necessary. 
Effective donor coordination is surprisingly difficult to achieve. Divided incentives, the difficulty of obtaining a lead coordination body on the domestic side as well as on the donor side, the absence of viable policies and institutions to align to and frequent changes in donor and national representatives mean that many good intentions are not acted out in practice. When donors, particularly in areas such of climate change, seek out partners and offer grants then the competition for resources can inadvertently create conflict and undo the more important processes of domestic coordination. 
 (
Box 25. Hints and How to Tips to improve the coordination of donors
Develop a joint assistance strategy that defines national support needs and potentially replaces donor country strategies.
Aim for coordination mechanisms that are country led. Sometimes a lead donor will offer or be called upon to coordinate the donors on behalf of a government. Whilst internal donor coordination is useful, the leadership of donor coordination should always be with the national authorities –
 
although in very weak states, a temporary input by a well minded donor is often very useful.
Use partnership principles, memorandums of understanding and/or code
s
 of conduct as 
a 
means of agre
eing procedures and getting buy-
in
 
to harmonization and alignment
Aim for alignment first and then harmonization. Alignment will help in strengthening national policy and systems and once alignment is obtained, harmonization 
will 
follow.
Develop mechanisms flexible enough to coordinate the differing needs and project cycles and procedures of international NGOs as well as donors and UN based assistance efforts – support to the ENR sector will often include examples of each of these type
s of donor
. 
)
[bookmark: _Toc262126457]4.5	Key issues related to external support to country led efforts to improve coordination
Internal donor coordination and the lead donor role
A lead donor role simplifies the coordination between government and donors for both parties.    In some cases the lead donor role is rotated annually in a troika of the incoming, the lead donor and the outgoing. Whilst this gives some continuity there is also much to be said in a sector as complex as ENR for a lead donor presence of more than just one year. The skills and resources required from a lead donor are considerable. Where one donor is specialized in a certain sub-sector there might be good reasons for one or more donors to lead different areas of the sector. This can happen for example for ENR and climate change where different donors might be needed if for no other reason than to spread the burden.  A lead donor will need to be equipped not only with the technical skills to engage in a dialogue but also much broader political and communication skills. External support, especially where the technical aspects are complex, might be needed to support the lead donor.  The ENR sector because of the focus on civil society and the private sector will often involve the use of mixed modalities which is very demanding, as oversight and management for each modality will be required. 
Ideally, internal donor coordination would not be necessary as government coordination mechanisms would ensure that all coordination needs were met. In practice this can place an unnecessary burden on government as many subsidiary donor coordination issues can be internally sorted out leaving only the major matters to be taken up in a government-donor dialogue. The danger is that the donor coordination mechanism functions better than the government one and sector coordination starts to be led by the wrong forum. At the start of a sector approach particularly in the relatively dispersed ENR sector where many donors are active, sometimes in very limited ways, it will usually be an advantage for all concerned to have internal donor coordination. Government representatives can be invited and the agenda set to ensure it does not start to take over the government led coordination role. As the sector matures and donors become more harmonised the need for internal coordination will diminish.
Minimizing parallel coordination structures 
Parallel coordination bodies such as project management units cut across existing structures and can confuse the division of roles and responsibilities. They are particularly common in the ENR sector because of the fragmentation of actors. But in reality, although providing an efficient vehicle in the short term, in the long run they can weaken rather than strengthen coordination. They can also dilute domestic accountability. 
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5.	Institutions and capacities
 (
This chapter describes three important themes concerning institutions and sector capacity that should be addressed within a sector programme:
The multiple roles and mandates of environmental agencies
Institutional mainstreaming
Capacity building challenges
)

[bookmark: _Toc256505870]Assessment questions [footnoteRef:12] [12:  A more complete set of assessment questions is provided in Annex 1.] 

· Is there evidence of institutional support for the sector at the highest levels of government, e.g. within the ministry of finance, office of the President?
· Is the performance of the environment sector institutions (as part of the civil service) reviewed or reported on by a central body such as the ministry of public services?
· Are the mandates of key ministries and institutions at the national and sub-national level in the sector clear?
· Are the sector institutional structures compatible with their policy and strategy objectives and legal mandates?
· Is there effective human resources management and human resources development?
· How effective is the generation, storage, retrieval and reporting of environment information? 
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Sector approaches are well suited to meeting the institutional challenges and building positively on the opportunities of the ENR sector.  However, to establish an effective sector programme a thorough understanding of the institutional landscape of the sector is required. 
Institutions in the ENR sector are commonly centralised, fragmented and unstable. The ENR sector is made up of many institutions such as government ministries, agencies, parastatals, research institutes, formal and informal networks, environmental funds and regulatory authorities.   These organisations are often recently established or recently restructured and lack significant political influence.  They tend to be inadequately staffed and financed, often with limited representation at decentralised levels.  Overlapping mandates can cause confusion and conflict over resources.  Instability can lead to poor institutional memory, loss of momentum and low continuity of policy.
However, there are also opportunities for these institutions, as they tend to be well linked internationally, possess some highly qualified individuals, and are charged with mandates that are of increasing political importance.  Global and regional commitments place national environmental institutions in the international arena, where they are exposed to approaches taken in other countries and so can compare and benchmark themselves against international best practice.   With increasing political attention being given to such issues as the contribution that environmental assets make to national wealth, and the role to be played in managing environmental services in adapting to and mitigating climate change, the influence and importance of environmental institutions can only grow. 
The sector approach demands that environmental institutions together with their partners, both in government and outside of government, should be considered as a whole. Not every agency can or should do every task.  At the same time key functional areas should not be isolated and will often require the collaboration of several organisations. 
Experience with sector approaches in ENR suggests that:
· There is no one blue print for how to structure the sector – different countries combine environment and natural resources in different ways. There are many viable options, and it is common to see environment as a ministry in its own right (e.g. the Ministry of Natural Resources and Environment in Vietnam), or in combination with forestry (as in South Africa), mineral resources (Kenya), water (Uganda), or as an agency with coordination duties (as in Egypt). Every country has important differences in the separation of public and private sector functions, experiences of how effectively parastatals have worked, differing levels of decentralization and varying potentials for mainstreaming.  The most effective sector structures will therefore be those which are tailored to the country. 
· The ENR Sector is dynamic and subject to change – the sheer number and complexity of actors and the variety of viable options for structuring the sector means that the sector structure and grouping of environmental agencies often changes.  Such changes depend on a variety of factors, including how well individual organisations are perceived to be performing; the views of incoming administrations following elections; and issues of a political nature.  Well-established ministries such as health and education are more stable and less subject to change. Whilst changes can be disruptive they can also be an opportunity to institute new reforms.  Being subject to change, it is important that sector capacity is built around core functions that can in principle be shifted between organisations.
· Inter-linkages between actors are important – No matter how well the sector is structured, the complexity of the sector and its demands on multi-actor action will always require a close inter-linkage between actors. This implies that many functions will be concurrent between different institutions, making it all the more important to develop a culture of cooperation rather than competition.
A sector approach will not normally (or necessarily) involve a restructuring of a sector. Efforts should focus on increasing the capacity of key institutions to implement their core functions effectively and ensuring adequate coordination between the organizations involved. These different institutional functions, which need to be brought together within a sector programme, are summarized in Table 3:
Table 3. Institutional functions brought together within a sector programme   
	Type of ENR institution – actor perspective (examples)
	Typical core functions
	Potential contribution of a sector approach

	Ministries of Environment
· Ministry of Water & Environment (Uganda)
· Ministry of Environment and Mineral Resources (Kenya)

	Policy setting
Environmental oversight
	· Brings all the stakeholders together in a structured way  for policy consultation events
· Enables Ministries of Environment to be more effective in leadership of the sector

	Environmental management Authorities
· NEMC - National Environmental Management Council (Tanzania)
· VEPA – Vietnam Environmental Protection Agency
	Regulatory function
Implement environmental law
	· Enables the regulatory agencies to identify competent environmental authorities to whom regulatory duties can be delegated

	Parastatal organizations
· National Forestry Authority (Uganda)
· Cleaner Production Centre (Kenya)
	Specialised functions e.g. management of state tree plantations
	· Ensures that parastatal organisations are part of the sector oversight and act in coordination with other actors

	Regional organizations
· Mekong River Commission
· Acid disposition monitoring network East Asia.
	Regional Governance
Regional monitoring and information exchange
Transboundary planning 
	· Brings in closer coordination between regional and national bodies
· Facilitates information exchange

	Sector Ministries
· Ministry of transport
· Ministry of Tourism
	Ensure environmental performance in the sector 
Administrate EIAs within their sector area 
	· Improves prospects for mainstreaming and mobilising resources and capacities of sector ministries and agencies

	Sub-national organisations
· Provincial and district environmental committee (Kenya)
· Environmental management units (Egypt) 
· Department of Natural Resources and Environment (Vietnam)
	Delegated responsibilities for environmental monitoring and inspection
	· Ensures that environmental policy is sensitive to and reflects local concerns
· Ensures better coordination between national and local levels in implementation of policy

	Environmental Funds
· Environmental Protection Fund (Egypt)
· Fonama (Bolivia)
	Mobilise funding from public and private sources
Provide finance for specific environmental projects
	· Brings a coherent overview to the funding available to the sector

	Environmental Research Organisations
· Water Research Commission (South Africa)
· National Environmental Engineering Research Institute (India)
	Research, generate knowledge  and disseminate information  
	· Require a feedback from users to maintain relevancy of research agenda
· Need a policy champion within government

	Civil society organisations
· NGOs
· Mass organisations
· Consumer groups
	Citizen watchdog 
Policy advocacy
Implement environmental projects (improve environment, safeguard livelihoods)
	· Integrates the efforts and capacity of civil society/ private sector  in policy implementation
· Ensures that civil society/private sector  viewpoints are taken into account in policy formulation

	Private sector	
· National chambers of Industry
· Industrial Unions
· Farmer unions/ associations

	Adhering to environmental standards
Developing markets for environmental services
	



Parastatals are a common feature of the environment sector. Parastatals can fill a gap between the public and private sector for areas where there are natural monopolies. They are also often used to bypass long term and persistent constraints of poor public sector administration and performance e.g. low salaries that cannot attract highly competent and experienced staff. In some cases, parastatals are formed in the hope that they can sell goods and services and recover their costs whilst also performing an important public sector role. These expectations have often proven to be illusory. 
Experience of parastatals in the ENR sector is mixed. In some cases, free of public sector control and shielded from market forces, they are used by powerful interests for their own ends. Being neither part of the civil service nor the private sector they have often been under regulated. Yet there are also examples of good performance of parastatals which have contributed to sector capacity especially where there is the potential for significant revenues e.g. the Kenya Wildlife Service in Kenya or the Minerals Commission in Ghana.
 (
Box 26. Hints and How to Tips on clarifying the roles and divisions of responsibilities as part of implementing a sector approach
Ensure that all core functions (delegated or otherwise) are adequately resourced and that no agency is left with a mandate that is unfunded. 
Use an actor linkage matrix as part of 
any 
stakeholder analysis 
to 
map out information flows and incentives for collaboration
.
Confirm and ensur
e
 commitment by formalizing delineation of shared functions through inter-institutional memorandums of understanding
. 
Encourag
e
, within the national framework of decentralization, that environmental functions are carried out at the lowest appropriate level.
Maximis
e
 available resources by delegating as many functions as appropriate to civil society, the private sector and the agencies of other sectors e.g. health, transport. The environmental law of many countries (e.g. Law 4/90 of Egypt or the Environmental Management Compliance Act law in Kenya) uses the concept of delegation to competent environmental authorities to spread the responsibility and ensure that detailed regulation is 
carried out 
by agencies that have the technical competence and/or are located near to the potential sources of pollution.
)











[bookmark: _Toc262126460]5.2	Institutional mainstreaming
It has long been recognized in the ENR sector that environmental goals can only be achieved by mainstreaming environmental concerns into other sectors of government, the private sector and civil society.  Sector approaches aim to bring together those stakeholders whose cooperation is necessary to achieve sector goals. The sector approach is thus one of the drivers of mainstreaming. Sector approaches can serve to improve institutional mainstreaming in planning and implementation by:
· Recognising a range of drivers of mainstreaming – the sector approach, by considering the different institutional elements that make up a sector, recognizes that individual sector institutions have different drivers and incentives that affect the likely success of mainstreaming. 
The drivers for the private sector include: effective regulation that demands compliance; the potential for environmental business development; and consumer pressure for environmentally acceptable products.  
Drivers for mainstreaming environment in civil society include: responding to value systems and public opinion; securing community livelihoods; representing residential interests in reducing pollution and locating polluting activities; and, attracting/retaining donors. 
In the public sector the drivers include: presence of a mandate and legal obligation to be responsible for the environment; public pressure for an improved environment; need to avert environmental disasters; and improved access to funding and resources. 
· Reducing the constraints on mainstreaming – constraints to mainstreaming include a focus on short term priorities; inadequate access to financial and human resources; confusion in the division of responsibilities; poor internal demand for mainstreaming; governance constraints that limit the accountability of a sector to integrate environmental concerns.  
· Making use of a variety of institutional tools for further mainstreaming – introducing environmental performance measures into public administration systems and the introduction of environmental indicators in sector monitoring frameworks will tend to increase accountability. Vietnam for example has introduced environmental indicators into its rural water and sanitation monitoring and evaluation system.  


Table 4.  An actor perspective on mainstreaming
	Actor
	Drivers for mainstreaming ENR
	How to Hints – potential contribution of the sector approach

	Public sector
	· presence of a mandate and legal obligation to be responsible for environment; 
· public pressure for an improved environment; 
· need to avert environmental disasters 
·  improved access to funding and resources
	Sector approaches can
·  initiate efforts to harmonise  different legal instruments 
· ensure that legal and regulatory obligations are more effective and better understood by different institutions involved in the sector.
· Give  recognition to the long term importance of public opinion and advocacy, 
· Recognize and strengthen the role of civil society 
·  improve civil society’s access to information and influence
· bring to attention to how actions in one sector create problems in another  
· provide cross sectoral analysis that shows how environmental resources contribute to national wealth and sustainable development

	Private Sector
	· effective regulation that demands compliance: 
· the potential of environmental business, 
· consumer pressure for environmentally acceptable products.  
	· 

	Civil society
	· responding to value systems and public opinion; 
· securing community livelihoods; 
· representing residential interests in reducing pollution and location of polluting activities, 
· attracting/retaining donors.
	· 

















Table 5. Typical constraints on mainstreaming 
	
Typical constraints for mainstreaming
	How to Hints – Contribution of the sector approach

	Poor internal demand for mainstreaming
	
· An assessment of the sector will amongst other things examine the incentives  of different organisations to mainstream environment – this will help understand the present level of demand as well as suggest means for increasing internal demand. 
· Stakeholder involvement in policy formulation and the more inclusive approach of sector approaches will potentially help increase internal demand 
· The use of institutional tools such as environmental desks can also help to internalize demand through internal champions of the environment within line ministries and sector agencies.


	Institutional and financial capacity
	
· Sector approaches look beyond individual lead ENR organisations  to see where training and  awareness raising is needed in the sector to help to bridge the skills gap that constrains successful mainstreaming
· Sector approaches to financial planning that integrates the needs across different organisations can help by putting attention on explicitly budgeting for mainstreaming tasks so that they are not unfunded


	Broader governance constraints
	
· Sector approaches focus on dealing systematically with the enabling environment issues such as governance which can increase accountability for mainstreaming environment.
· A sector approach, by focusing on the achievement of end results, can bring more attention to compliance issues and the underlying governance mechanisms that influence monitoring and enforcement.




Table 6. Institutional tools for mainstreaming
	Institutional tools for mainstreaming
	How to Hints – Contribution of the sector approach

	Environmental desks/liaison 
	· Inter-sectoral coordination can  show by comparison  which environmental units are , effective and less effective and help the environmental officers involved to learn from each other
· Training in how to select appropriate entrance points to influence policy, planning and implementation processes can be provided as part of a sector approach to ENR – recognizing that the beneficiaries of such training might be scattered across the sector and in line ministries rather than the ministry of environment. 

	Environmental units
	

	Delegation to competent authorities
	· Sector approaches aim to involve the competent environment authorities that can be delegated designated regulatory duties in accordance with the environmental law (e.g. through Law 4/94 in Egypt, NEMA act 2000? In Kenya, Environmental Assessment Act 2000 in Bhutan) 

	EIA/SEA / integrated coastal zone management// geographic – ecosystem based approaches / land use and spatial planning tools 
	· These stakeholder based tools help in triggering the conditions for shared responsibility for monitoring, control and surveillance.
· Integrating environment in development planning guidelines and in crucial tools and routines such as spatial planning is potentially very powerful. The new SEA law in Indonesia (2009) explicitly incorporates environment into mainstream regional and local development plans of the Ministry of Home Affairs and the spatial planning tools of the Ministry of Public Works.  

	Use of public administration tools e.g. results orientated frameworks, performance 
	· Sector approaches aim to coordinate sector activities with public administration reforms – performance contracts for senior civil servants in Kenya such as the permanent secretary of key line ministries offer an opportunity to introduce environmental targets as part of the sector performance measurement framework (Buhl-Nielsen, 2007)



[bookmark: _Toc256505873][bookmark: _Toc262126461]5.3	Capacity building challenges 
The sector approach to capacity building implies:
· Recognition that capacity has to be built across a wide range of actors – the ENR sector being technically and managerially complicated and dependent on the coordinated response of a variety of actors presents a high hurdle for capacity building efforts. Only a combined and ‘whole-of-sector’ approach is likely to meet the challenges.
· Adoption of pragmatic strategies for addressing the enabling environment – deep rooted dysfunctional institutional practices and constraints in both the public and private sectors have to be addressed, or start to be addressed even if solutions are unlikely to be found in the short term. Capacity building efforts have to recognize the institutional constraints and provide support constructively where they can. Where sector based capacity efforts cannot influence wider processes then the sector can take pragmatic action by scaling down ambitions until circumstances are more favourable.
· Combining training and human resource development with efforts to improve governance and management performance – training of individuals will not lead to improved capacity if the governance and management of the organization that they work in is ineffectual. Competent management creates a learning environment, increases the demand for capacity and provides learning incentives by ensuring that there are tangible benefits arising from improved performance either in terms of sustained livelihoods, profitable business or enhanced career prospects. 
The sector approach encourages a long term view. Long term capacity and awareness can be built up in civil society through insertion of environment into the school curriculum. The capacity of future generations of professionals in technical disciplines such as engineering as well as economics and management can be increased through ensuring that vocational and tertiary education mainstreams environment in its curriculum. The capacity of future civil servants can be increased by similarly mainstreaming environmental concerns into the civil service training curriculum both at training centres and as part of in-service professional development. 
Capacity building challenges in the ENR sector are changing in response to increasing recognition that the limited resources of government need to be focused on that which only government can do and/or that which government can do best. This includes setting policy, regulating and providing public goods such as access to environmental information and, where relevant, correcting for market failures which themselves are often the result of inadequate information. An increasing tendency to outsource tasks to the private sector can help to increase available sector capacity but it also shifts the skill set required by government. Increasingly these tendencies combined with mainstreaming and decentralization mean that the demand at central level within environmental ministries is less for highly specialized technical skills and more for cross cutting, managerial and communication skills that can help in setting and monitoring of policy and for facilitating change. Many of the highly technical tasks such as providing laboratory services and in some cases even aspects of the environmental inspection and monitoring duties are being outsourced to the private sector. The sector approach by focusing on the full spectrum of core actors helps to ensure that capacity building is more holistic and addresses gaps in capacity at all levels. 

[bookmark: _Toc262126462]5.4	Key issues related to external support to country led efforts to develop institutions and capacities
Engaging with multiple and non-state actors
A robust sector approach in the ENR sector requires that both the private sector and civil society are well organised and able to play their role. Under overall government leadership, donors are potentially well placed to support such developments at a time when the government has little spare capacity and an element of support independent of government is needed. Capacity building of already existing lead or umbrella organisations that represent civil society and private sector can yield long term benefits and because of the ENR sector’s dependence on these actors can accelerate the establishment of a sector approach. Donors should be very wary of supporting the creation of new organisations both because their ownership might be suspect if they are perceived as a vehicle for accessing resources but also because of the difficulty of sustaining them in the long term. 
Donor support to the private sector and civil society will need to be guided by the practice in the partner country in question. In some circumstances, the government will have an active and well respected role in supporting the private sector to comply with regulatory standards and to respond to new environmental business opportunities. In such cases, support to the private sector can be provided through public channels. For example, support to introduce cleaner production can be provided via the Ministry of Trade and Industry if this ministry has a programme for supporting the adoption of cleaner production technologies. In other cases, there may be conflict of interests and industry will not accept support channelled via state apparatus.  An example of this situation is the fishing industry in South Africa, which prefers to see support channelled via its own trade federation. For civil society there are similar dilemmas and good examples of channelling support via government as well as using independent channels. In Kenya for instance, support to advocacy and action based NGOs is channelled via the Ministry of Planning through a Community Development Trust Fund. This fund has an environmental window specialising in supporting civil society groups involved in natural resource management. In other cases, an independent fund may be preferred e.g. many donors supporting civil society in the environmental sector in Bolivia provide assistance directly to an umbrella NGO. In other words, it is possible to channel through either government or independent channels depending on:
· The practice and preferences of government, civil society and private sector. This will often depend on the maturity of the sector, the degree of trust and the nature of the activities e.g. civil society involved in high confrontation advocacy will not normally accept government sponsored assistance.  
· Earlier experience of supporting civil society and/or the private sector.
· The rules or preferences of the donor; the EC does not have a specific ruling but some donors have a strong preference for the one route or the other.
Explore the scope for aligning and harmonising donor capacity development efforts
Capacity development within the ENR sector and within the wider public administration framework is commonly supported by a variety of donors – often each having their own approach. There are significant opportunities for exploring the scope for helping to develop sector-wide capacity frameworks that will allow donors align to robust and practical strategies. In the absence of this, harmonization of approaches amongst donors supporting the ENR sector will bring many benefits. Supporting the emergence of country led capacity development framework will require a close understanding of the political economy that shapes sector development.
Improving the effectiveness of technical cooperation 
Technical cooperation is significant part of donor assistance in the ENR sector and offers many possibilities for adding value to external assistance of a financial nature. Technical cooperation needs to be realistic and recognise that institutional barriers and constraints in the political economy will often affect the outcome of capacity development efforts. Where the demand for technical cooperation is genuine and well informed, support efforts are likely to work better. Donors should help county led processes for determining technical cooperation needs by ensuring that the results and outputs of such cooperation are clearly identified and that technical cooperation becomes results orientated rather than input orientated.  


6. [bookmark: _Toc256505874][bookmark: _Toc262126463]  Performance monitoring of sector programmes
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This chapter outlines four aspects that are important to securing improved performance monitoring of sector programmes:
Understanding the objectives of performance monitoring
Linking inputs to outcomes and impact
Securing inclusive performance monitoring
Lessons learnt from establishing and maintaining M&E systems
)
Assessment questions [footnoteRef:13] [13:  A more complete set of assessment questions is provided in Annex 1.] 

· Is there clarity over the objectives for sector performance monitoring?
· What feedback loops exist between performance monitoring and sector performance?
· Is the performance monitoring framework producing information sector actors are calling for?
· Are there political concerns that might mitigate against improved performance monitoring?
· Have the links between sector inputs and outputs, outcomes and impacts been mapped?
· What resources are directed at securing monitoring information?
· What is the involvement of non-state actors in performance monitoring of the sector?
· Is the performance monitoring framework utilising existing monitoring measures?
· What can be learned from existing monitoring and evaluation systems?
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[bookmark: _Toc262126464]6.1	The objectives of performance monitoring
Performance monitoring is a key element of any sector programme.  However:
· Performance monitoring is rarely well developed in the ENR sector – a sector programme therefore provides an important opportunity to build national capacity, in a way that is not possible if the focus remains on the actions of individual government departments.  
· There needs to be sector wide clarity on the two objectives of performance monitoring – such monitoring should lead to improvements in sector management and the enhanced accountability of sector actors. 
· Performance monitoring is not the same as environmental monitoring – although at the impact level there is convergence in indicators.
· Monitoring objectives can be made explicit through the process of developing a performance assessment framework – the development of which requires the involvement of all sector stakeholders, under the leadership of government.
Recent environmental policy has led to significant revisions of the institutional architecture of the ENR sector in many countries. However, performance monitoring has tended to lag behind technical concerns associated with environmental monitoring. The objectives of performance monitoring remain unclear to many stakeholders in the ENR sector and this has had the effect of a continuing lack of commitment to such monitoring. 
Performance monitoring has two main objectives: improved sector management and enhanced domestic accountability (Table 7).  Both of these objectives remain challenging in the ENR sector.  For example, in terms of accountability, ENR issues rarely feature in annual budget statements and few environmental agencies report their institutional performance through the publication of a timely annual report.  The development of a sector programme represents an important opportunity to build capacity in these areas.
It is important to distinguish between national environmental monitoring (with its technical focus) and performance monitoring (with its institutional focus).  They are separate processes, although they do come together at the impact level of assessment, where strong sector performance should result in improved environmental outcomes.  
A new analytical framework, the performance assessment framework (PAF), has been developed to help monitor sector programmes.  The EC Guidelines on Support to Sector Programmes defines a PAF as ‘a set of regular performance measurements which enable managers and stakeholders to reliably assess progress in achieving a set of outcomes reflecting all key dimensions of the system being monitored.’ This framework represents a natural progression from the earlier logframes that measured the performance of project-level activities.  The importance of the PAF is its link between sector policy objectives and explicit performance indicators by which sector progress can be assessed.  The selection of these indictors is a critical and often contentious area of programme implementation. 

Table 7.  The twin objectives of performance monitoring 
	Monitoring for Management

	In support of….
	(Day-to-day) programme implementation
	(Long term) development planning

	Data answers…
	Is the work-programme for the sector implemented as planned?
Are funds disbursed against activities as per budget plan? 
	Does support lead to the implementation of the sector vision? 
Is the sector strategy on track and does it deliver the sector policy? 

	Data informs the…
	Annual work programme & budget
	Sector policy & strategic plan; sector budget with a medium term perspective

	Monitoring for Accountability 

	In support of…
	Domestic accountability
	Mutual accountability with international partners

	Data answers…
	Has government honoured its political manifesto? Has government delivered, or supported delivery of, goods and services as per policy?
	Are donor aid disbursements reliable and on time? Does government meet agreed sector performance targets? 

	Data informs the…
	Public debate (press, media, parliament)
	Government-donor negotiations


Adapted from:  EC Reference Document 5.  Sector approaches in agriculture and rural development. Table 5, p.56.

 (
Box 27. Hints and How to Tips to help clarify the objectives of performance monitoring
Emphasise
 the important distinction between performance monitoring of the ENR sector and environmental monitoring.
Promote the benefits of performance monitoring, in terms of increased efficiency, effectiveness and accountability with all sector stakeholders. 
Learn lessons from similar performance monitoring schemes in other sectors within country and from ENR sectors in
 
countries
 facing similar environmental challenges
.
Use existing processes, such as annual State of the Environment reports, to build capacity for performance monitoring.
Use analytical tools, such as strategic environmental assessments, to strengthen the performance monitoring framework by identifying key indicators of change.
Use selected indicators from any Performance Assessment Framework (PAF) associated with donor support, to help identify areas requiring specific, strategic reform.  
)
 (
Box 28. Experience with developing the performance assessment framework for the Ghana Natural Resources and Environmental Governance sector programme
This case study describes how a sector performance assessment framework (PAF) can be developed collaboratively with all sector stakeholders and defined at the sub-sector level.
In Ghana, the p
reparation of the 
PAF
 began with 
initial discussions between 
government and its development partners.  This was followed by government-led stakeholder consultations, which were considered an important step as there had been disagreements between key stakeholders in the past (notably civil society and industry). These consultations built on pre-existing multi-stakeholder dialogue processes, including those that had been developed around the country’s poverty reduction strategy and the strategic environmental assessment of that strategy.
 It was agreed that t
he PAF 
should be 
a forward rolling three-year planning instrument, which would supplement existing policy and planning documents. Separate matrices were developed for the three sub-sectors of the sector programme: forestry and wildlife; mining; and environmental protection. Policy objectives were defined with a baseline position and subsequent targets, each with its own means of verification, so that progress towards each objective could be measured.  The 
sub-sectors all gave specific attention in the programme matrix to the need to upgrade their M&E systems. Common commitments included improvements with regards to capacity building, communication, public access, and public expenditure tracking. 
Ghana Natural Resources and Environment Governance (NREG) Program. Joint Evaluation Mission (
RNE/DFID/AFD/EC/WB).
 January, 7
th
 – 18
th
, 2008, 
Aide-Mémoire
)

[bookmark: _Toc256505877][bookmark: _Toc262126466]6.2	Linking sector approach inputs and outcomes 
Clear and verifiable indicators form the foundation of a well functioning monitoring and evaluation system, yet determining appropriate indicators for measuring the performance of the ENR sector is often a challenge. Extraneous factors often influence the outcome of environmental policies.  Even where the policy impact can be identified in general terms, quantitative information may not be readily available.  Progress in this area includes:  
· Securing the right blend of different types of indicators is an important early task in programme development – this reflects the need to monitor both inputs and processes as well as sector outputs and outcomes. 
· Causal chain analysis is a helpful analytical tool for performance monitoring of ENR sector programmes – but this may lead to high expectations of the early impact of long-term policies.
Sector policies need to be measured in an explicit way for sector performance to be assessed.  However, this is a particularly challenging area for the ENR sector, where the benefits from an environmental policy may be neither immediately apparent nor readily measurable.  Such policies often play out over time and their impact may be geographically spread out.  There may also be little political commitment to see improved performance monitoring that may lead to the highlighting of  distributional issues associated with who bears environmental costs and benefits. Perhaps as a result, performance monitoring tends to be poorly developed in the ENR sector.
Indicators are often constrained by available data and the existing mechanisms for statistical collection and performance management.  Indicators should to be selected on the basis of their cost-effectiveness and practicality if they are to be viable over the medium term.  The National Statistical Service is a source of expertise which should be consulted.  Although such services may be under-resourced, they often have skilled staff who can provide support to strengthening monitoring systems efficiently and effectively.
Performance frameworks in the context of sector programmes generally distinguish between indicators at four levels: inputs, outputs, outcomes and impact.  This framework is well described in the EC Support to Sector Programmes and in Reference Document 5 on Sector Approaches in Agriculture and Rural Development.  For the ENR sector much of this framework remains at the conceptual level, with few ENR sector programmes having, as yet, such comprehensive monitoring and evaluation systems.  
Such frameworks (Figure2) make explicit the causal links between sector inputs (e.g. harmonised practices, common regulatory approaches) and sector outcomes (e.g. better targeting of resources, better service delivery, and stronger government leadership). This has tended to shift the focus of interest in national policy development to the final result – the impact of policy.  However, it is important to recognise that all the steps in the causal chain matter and there is need to monitor performance at each level.  It is only through such a balanced approach that the desired impact can be achieved.  








Figure 2.  Sector-wide approach logical causal linkages (Source: Cabral, 2007.)
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 (
Box 29. Hints and How to Tips to better understand the links between sector inputs and outcomes
Help e
stablish the analytical capacity to identify and map the linkages between sector inputs, outputs and outcomes
 through capacity development within the main sector institutions
.
Identify a range of different types of indicator, from inputs to outcomes, to achieve a balanced monitoring framework.
Ensure that sector institutions have control over the delivery of key inputs.  Do not allow such institutions to become ‘hostages to fortune’ by including indicators beyond their control.
Seek out, and secure advice from, national
 
expertise on performance indicators, whether this is located in the national statistical service, academia, or the private sector.
Build consensus over the choice of performance indicators by including the views of a broad range of sector stakeholders.
Periodically update the causal chain framework, as new information and understanding is acquired.
)

 (
Box 30.
  Indicator types used within the performance assessment framework for the Ghana Natural Resources and Environmental Governance sector
 programme
This case study describes the outcome of an inclusive process to determine the number, and type, of performance indicators for a new ENR sector programme.
The Ghana NREG
 programme
 is an ENR
 programme
 built up of three sub-sectors.  The PAF design was purposely limited in size and
 focussed
 on what were considered to be the most crucial objectives and targets of the sub-sectors concerned. It was also
 recognised
 that the PAF should be result-oriented and comprise a mix of both input and outcome indicators. The first iteration of the PAF 
in 2007 
produced the following number of policy objectives and indicators
; i
t can be seen that, at this stage of
 programme
 development, the emphasis is very much on input indicators
:
Sub-sector
Policy objectives
Input indicator
Outcome indicator
Total indicators
Forestry
8
18
4
22
Mining
8
14
0
14
Environment 
8
12
3
15
Total
24
42
7
49
With 49 indicators to be measured each year this represents a sizeable investment in performance monitoring.  
As t
he
se
 indicators were largely in addition to statistics already being colle
cted by the ministries involved i
t was 
recognised
 that an additional task would 
be 
to determine h
ow, and by whom, these targets c
ould be monitored. 
Ghana NREG
 Programme
.  Aide Memoire August 26 – September 14, 2007.
)
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To be successful, performance monitoring in the ENR sector needs to be inclusive, as national accountability requires the involvement of a wide range of non-state actors. Several issues can be highlighted:
· Efforts to build a culture of and capacities for performance monitoring should not be limited to the national level but also extend to local government. These sub-national institutions can play an important role in monitoring the implementation of national policies at the local level. Moreover, as experience show, the capacity building efforts and accountability of these institutions can greatly benefit from tools to monitor their own performance.[footnoteRef:14] Such tools should ideally be designed in with the participation of users at the level of local government and other stakeholders (civil society, supervisory agencies etc.).  [14:  Le Bay, S. and C. Loquai (eds.) (2008). Assessing decentralisation and local governance in West Africa. Taking stock of strengthening the monitoring and evaluation capacity of local actors. Bamako: ECDPM, SNV, REDL.
] 

· Civil society can play an important role in strengthening ENR sector performance – in many countries there are considerable environmental skills within non-government organisations that can assist sector monitoring. Community-based organisations can supply important information on the effectiveness of public service delivery, whilst universities and the national statistical office are often centres of expertise in monitoring systems. 
· However, power relations can affect performance monitoring in the ENR sector – disputed claims over valuable environmental assets (such as forests and mineral wealth) can constrain monitoring.  There may be strong incentives to maintain levels of performance which allow existing benefit flows to continue.
· Gender issues need to be highlighted in the performance monitoring system – recognising the important gender dimension of natural resource use and management in many countries.   
There is growing recognition that citizens and communities have an important role to play with regard to enhancing the accountability of public officials and improving public service delivery. As a result, social accountability (referring to the broad range of actions and mechanisms, beyond voting, that citizens can use to hold the state to account) has become an attractive approach to both the public sector and civil society for improving governance processes and service delivery outcomes. One strong rationale for including non-state actors in the assessment of public sector performance is the public are the ultimate beneficiaries of such service provision. Availability of key environmental services, such as safe drinking water; waste removal and pollution controls all have a fundamental effect on human health. These issues provide important entry points for civil society during sector programme development.
There continue to be major governance concerns over benefit-sharing schemes associated with the utilisation of ENR assets.  This situation can weaken the relationship between government and civil society organisations and limit the possibilities for joint sector monitoring.  Issues of trust require careful attention and can take considerable time before both parties welcome the opportunity to work together.  It may also require attention to the legal framework to clarify the principles behind such interaction and what each party can expect from this type of arrangement.  There may also be some tension for CSOs in fulfilling this sort of role with the more detached ‘watchdog’ role played by some non-government organisations.
One key stakeholder group requiring special attention in many countries are women’s groups.  Environmental management and natural resource utilisation is often strongly differentiated by gender and therefore performance monitoring needs to reflect this reality. Women’s groups should be directly involved in identifying performance indicators, which may require a representative from the Ministry of Women’s Affairs (or equivalent) to be part of the programme monitoring design team.
 (
Box 31.  Hints and How to Tips to promote inclusive monitoring of ENR sector
 programmes
Ensure that the sector
 programme
 is broadly formulated, involving a wide range of sector stakeholders at the design phase.
Promote dialogue on performance monitoring during all sector consultation processes, actively seeking out the views of civil society and the private sector, in addition to government.
Support the inclusion of non-government members within sector working groups and use such groups to agree annual 
performance in
dicators
,
 establish indicative targets
,
 and monitor progress.
Ensure publication of the performance monitoring system in full and encourage public feedback.
Specifically identify women’s representatives and provide a secure platform for their views to inform the selection of progress indicators.
Encourage between-country comparison of performance measures and support regional collaboration.
)

 (
Box 32. Experience with monitoring the performance of the environmental sector programme in Senegal
This case highlights the challenge of securing a performance monitoring system during a rapidly evolving sector programme.
In 2003 an environment sector programme was established in Senegal, with external support from The Netherlands.  The initial Performance Assessment Framework contained 17 indicators addressing the performance of the Ministry of Environment, covering such issues as 
the policy formulation process, the use of the MTEF and annual budgets as planning tools, the level of government funding for the sector, institutional reform issues, the quality of monitoring and evaluation, funding of environmental activities implemented by local governments and the quality of public finance management in the sector.  
In the first three years of the sector programme a number of significant institutional reforms within the Ministry of Environment took place, including: 
(i) the use of a forward rolling 3-year MTEF; (ii) annual reports on the technical and financial results of budget execution; (iii) establishment of a Planning and Monitoring Unit and a Bureau for General Administration; (iv) deconcentration of the Financial Authorizing Officer and the Internal Financial Controller from the Ministry of Finance to the environment ministry; (v) considerable improvement and intensification of the working relations between the ministry and the Ministry of Finance.
Yet significant challenges remain in recording this progress in a systematic and open way, with the Ministry of Environment yet to establish a fully functional monitoring system.  In terms of broadening performance monitoring beyond the ministry, one aspect 
in particular,
 that of being subject to the scrutiny of parliament, remains limited.   For example, as of May 2005, Parliament had not received the budget execution reports for the years 2002, 2003 and 2004
 from the environment ministry
.  This constrains domestic accountability and limits the potential for civil society to engage in the monitoring process.
Briefing paper SBS environmental Senegal, August 2006.
)
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The environmental sector commonly suffers from a lack of data, which places a premium on efficiency when it comes to the design of a sector monitoring system.  Two sources of experience can offer guidance for ENR sector monitoring:
· National reporting to the multilateral environmental agreements – where countries are signatories to international agreements the national reporting requirements may contain indicators that are appropriate for sector programmes.
· Experience with sector approaches in related sectors – of which the agriculture and rural development sector is one of the most relevant.
One lesson to be learnt is to make the maximum use of existing reporting systems, such as those established under the Convention on Biological Diversity (CBD).  The CBD country reports are now at their fourth iteration and contain a wealth of monitoring information that is beginning to provide trend (rather than static) data on the implementation of national conservation plans. 
Two Articles of the CBD are relevant to the performance monitoring of sector programmes: Article 6 on general measures for conservation and sustainable use and Article 10 on the sustainable use of components of biological diversity.  Article 6 concerns national strategies, plans and programmes and the targets set which allow progress to be monitored; Article 10 addresses the linkages between environmental stewardship and poverty reduction.
Similarly, much can be gained from experience with sector programmes in other sectors.  Perhaps the most relevant is the agriculture and rural development sector.  The EC has prepared a Reference Document for Sector Approaches in Agriculture and Rural Development and many of the lessons learned from the early implementation of such programmes with regard to performance monitoring and accountability apply equally well to the ENR sector. 
 (
Box 39. Hints and How to Tips to establish and maintain a sector M&E system
Establish consensus that a sector monitoring system is a prerequisite for sector transparency and accountability.
Secure the institutional setting for the sector M&E system and ensure it is adequately resourced.
Look to establishing a smaller number of strategic indicators that can be measured unambiguously rather than attempting to create a comprehensive collection of all possible indicators.
Seek a harmonized approach to sector monitoring, with all ENR sector agencies (and their partners) adopting the same set of performance indicators.
Look to relevant country experience outside of government, such as the M&E systems developed for forest certification schemes in recent years that have been used to monitor the performance of private sector operators.
Look to using performance indicators from other cross-cutting processes, such as national poverty reduction strategies, to
 minimise
 the duplication of effort. 
)

 (
Box 33. Hints and How to Tips to establish and maintain a sector M&E system
Establish consensus that a sector monitoring system is a prerequisite for sector transparency and accountability.
Secure the institutional setting for the sector M&E system and ensure it is adequately resourced.
Look to establishing a smaller number of strategic indicators that can be measured unambiguously rather than attempting to create a comprehensive collection of all possible indicators.
Seek a harmonized approach to sector monitoring, with all ENR sector agencies (and their partners) adopting the same set of performance indicators.
Look to relevant country experience outside of government, such as the M&E systems developed for forest certification schemes in recent years that have been used to monitor the performance of private sector operators.
Look to using performance indicators from other cross-cutting processes, such as national poverty reduction strategies, to
 minimise
 the duplication of effort. 
)
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Box 34. 
Experience with monitoring a sector programme in a related sector in Mozambique: the case of PROAGRI
This case study, taken from a similar sector, highlights the fact that performance monitoring remains an under-developed aspect of sector programme development.  More attention and resources are needed to secure this component.
Mozambique’s National Programme for Agricultural Development (PROAGRI) was developed to establish a common vision for national agricultural development. Monitoring and evaluation (M&E) has been on the PROAGRI agenda since the start of its implementation, as a key element to track progress and measure impact of the programme. But despite good intentions, M&E has been a problem since the start of PROAGRI. The mid-term evaluation of 
the national programme
 documented a lack of progress
,
 which was later confirmed by the final evaluation conducted in 2007. Despite several attempts to integrate, improve and standardise existing information systems there are little improvements to report on. Data to track service delivery and its relation with public expenditure is not readily available. The only operational data collection system 
(the agricultural survey
) gathers data predominantly on sector performance (i.e. field level indicators) and there is little on service delivery and other indicators related to the ministry’s performance. 
Failure to make progress in this area can be partly explained by the insufficiency of appropriate structures and competences at central level to manage the system, the high turnover of staff working in that area, as well as insufficient investment in training and advocacy at field level about the importance of M&E. Th
e final evaluation of PROAGRI 
noted the suspicious attitude of field technicians in relation to M&E which tends to be seen as a means for ascertaining whether they are doing their jobs adequately, rather than as a means of assisting them to improve their capabilities and respond to the community’s problems.
  Securing the later perception among key stakeholders remains the challenge.
Cabral, L., 2009. Sector Budget Support in Practice.  Desk Study.  Agriculture sector in Mozambique.  Second Draft.  ODI, London & Mokoro.
)
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6.5	Key issues related to external support to country led efforts to improve sector performance monitoring
Keeping domestic accountability paramount
The key to sector performance and accountability is domestic accountability. Donors when focussing on performance monitoring need to find approaches that strengthen rather than substitute or undermine domestic accountability. The ENR sector with its strong civil society element and its well developed traditions for self regulation using environmental quality assurance approaches is well placed for the emergence of domestic accountability. Where possible, performance measurement frameworks supported by donors should build on and include civil society and private sector.
Results orientated focus 
Support to a sector approach focuses on results and should not interfere in the national management processes, although it does offer support for improving national systems. A results orientated focus is very demanding on the national performance measurement framework. The many subsectors tend to lead to a very complex indicator set, which is often compounded by the difficulty in attributing results to policy changes and/or expenditure. A common mistake is to overload the results based management systems with too many indicators which have weak or disputed data. Donors need to agree upon a small number of strategic indicators to include within a performance assessment framework and not be tempted to add more indicators to the national system.
Response to inadequate performance 
The first response to inadequate performance is to undertake a dialogue with government. Once what can be achieved by dialogue is exhausted, as part of the concept of mutual accountability and when indicated by failure in reaching agreed targets for sector performance, a reduction in the external funding to the sector could take place. A collective response to failure is more complicated in the ENR sector, which is composed of many institutions some of which may have performed very well and be in need of and able to use well extra resources. Where the evidence for this is strong it will, ideally, be recognized by the domestic governance set up and more resources allocated to programmes and institutions that are able to make best use of them. Donors in their dialogue with government should advocate for such recognition and response and in so doing strengthen domestic sector governance arrangements. The same, although clearly potentially sensitive, applies in the case of poor performance by the public sector but where there has been good performance by civil society or the private sector. If separate programmes are operated for the public, private and civil society sectors within ENR then one response option to failure by any one actor is to provide more funds to those actors that can make best use of the resources.  
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7.  Conclusion - summary of issues common to all assessment areas 
[bookmark: _Toc256505883]A number of themes cut across the five assessment areas of a sector programme.  These issues are important for both national authorities and their development partners and are outlined below.
Country leadership of a sector approach
Sector approaches are not primarily a mechanism for aid delivery, although they will help to make aid more effective. The establishment of a sector approach needs to be driven by national institutions, with donors limited to playing a supportive role. As sector approaches in ENR involve both the public and the private sector as well civil society this is a complex task.  Some central coordinating leadership needs to exist that has the mandate and confidence of all parties. In the absence of effective sector leadership it is too easy for this role to fall to donors. Instead, if leadership is not forthcoming within the sector, then direction needs to come from a higher level such as the ministry of planning or finance or similar. Although there is a role for secretariats to coordinate the establishment of sector approaches, the presence of external resources to establish a sector approach should not be allowed to lead to the development of costly and complex mechanisms that national systems would find hard to sustain over the medium term.   
Transition challenges
Transition challenges that need to be addressed in moving towards a sector approach are considerable. The most obvious of these is the phasing out of stand-alone, donor-funded projects within national ENR institutions. This transition is usually underestimated both in time and difficulty and it often requires more resources than at first estimated. In addition, far sightedness is required by both government and its development partners, as in many instances moving from a project to a sector approach may result in a temporary slowing down or even a reversal in progress. However, sustainable results based on the use of improving government systems are more valuable than apparent short-term gains.
One of the greatest weaknesses of establishing a sector approach is that attention is diverted from solving practical problems towards making institutional arrangements which can often get bogged down, particularly when they require cooperation from multiple partners as is usually the case in the ENR sector. This argues for a use of mixed financing modalities by national institutions so that effective projects continue delivery rather than being stopped whilst sector approaches are being established. 
Assessment of current sector performance 
Sector assessment is a rolling activity that concerns both countries that are trying to establish a sector approach and their development partners. A sector performance assessment that aims to launch or consolidate a sector approach needs to be country led. In the best case, the assessment would be part of an already planned internal sector performance review.  As the assessment will often be the departure point for launching sector reforms it is important that the assessment has the confidence of those who will be instrumental in implementing its recommendations. The assessment itself can be largely outsourced if necessary and donors can add value by providing resources. The more thorough and comprehensive the country-led assessment for establishing or consolidating a sector approach the firmer the foundation for donor support and the easier the task of assessing the readiness for sector budget support.   
Policies often differ from practices in the ENR sector. An assessment needs to look both at policies as they are published and policies as they are practiced. A joint government/donor assessment may be more successful at this than a government one alone. Joint assessments involving donor and non- state actors, when carried out sympathetically, can offer a degree of impartiality that may be difficult for government agencies alone to adopt. 
Dealing with uncertainty
Performance data of the ENR sector is often spread across several ministries, as well as covering civil society and the private sector.  This means that a sector assessment will rarely be comprehensive enough to allow neat conclusions to be drawn: it will answer some questions but will usually leave others unanswered.  Even so, an assessment can help by establishing a baseline that can be used as part of future sector performance monitoring systems by both government and development partners. An incremental approach to assessment, where it is acknowledged that more will be known over time, will often need to be accepted and an appropriate degree of flexibility built into the design of the sector programme. 
The timing for establishing a sector approach is never perfect. The level of ambition of a sector programme will therefore need to be tempered and should dovetail with ongoing reform processes. For example, a sector approach can be established even before a fully fledged sector policy is finalised and approved depending on the actual situation. A recent evaluation in Ukraine noted the absence of an approved environmental sector policy, but concluded that the overall direction and strength of supportive systems were sufficient to allow for the transition to a sector approach provided steps were taken to fill the policy vacuum over time.  
Supporting non-state actors
Many crucial environment-related activities lie outside government: for ENR the largest sector expenditure is often outside of the public sector.  The private sector and civil society are key actors in ENR, whose performance has a major bearing on environmental outcomes.  This is a sensitive area of national development, especially when government support encounters capacity constraints or diverging interests. Donors can have a role to play under such circumstances, but this should be non-distorting and remain aligned with the sector policy.   There is also scope for division of labour among donors, which might allow one donor to focus on supporting non-state actors, especially if support involves the advocacy as opposed to the service delivery role of civil society. 
Choice of entry point for external support
A sector approach in the ENR sector will rarely consist of a single budget because of its multi-sector nature. Where a country has a programmatic based budgeting system (with the ability to code expenditure against a programme code across different ministries, departments and agencies) it might be possible to consolidate support from many partners through a single budget and programme coordination mechanism. More commonly, support even at sub-sector level will imply a partnership between donors and multiple ministries, departments or agencies. One option for donors is to focus on supporting the national environmental leadership role of the ministry of environment and through it (provided it is in its mandate) support mainstreaming of environment in all sectors and decentralised entities.  This option allows a relatively simple partnership arrangement in an otherwise highly complex institutional landscape and it reinforces national solutions towards coordination and mainstreaming. Another option is to provide sector budget support through the normal budgetary channels in support of policy, institutional and environmental performance changes that imply actions that mainstream ENR by many partners. 
Common challenges, individual solutions
There are many ENR issues that are common across countries and therefore there is much to be gained in learning from international experience.  Here the ENR sector is supported by a range of multilateral agreements, with their associated secretariats, such as the UN Convention on Biological Diversity and the UN Framework Convention on Climate Change.  These international relationships matter, but the stewardship of natural resources remains a sovereign issue that national governments, and national societies more generally, have to address.  In this context, the sector approach represents a way forward that improves upon the fragmented efforts that have often been applied in the past. 
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Annex 1.  Detailed assessment questions
This annex provides an extended set of assessment questions for each of the sector specific assessment areas described in Part 2.
1.  Policy and strategy
A check list for assessing national ENR policy and strategy is given below.
	Category
	Assessment question 

	Policy processes
	· Are the national policy development and updating processes working?
· Is ENR policy/strategy been developed in participation with relevant stakeholders?
· Is there a consensus amongst the key stakeholders that the ENR policy / strategy reflects the outcome of consultations?
· Does the policy reflect the national vision and the diversity of value systems of relevant stakeholders?
· Have the rights of future generations been considered?
· Is the ENR policy/strategy well understood and disseminated?
· Is the ENR policy/strategy based on a good understanding of the success and failure of previous policy/strategy and does it benefit from the lessons learnt? 
· Is there a policy monitoring and policy adjustment mechanism in place?
· Who has expressed demand for policy/strategy change? What are their motives?

	Policy prioritisation
	· Is the policy realistic and does it prioritise appropriately?
· Does the ENR policy/ strategy focus and prioritise on the key environmental challenges facing the country?
· Does the ENR policy/strategy take into account transboundary effects and agreements?
· Does the ENR policy /strategy take into account international commitments?
· Are target groups for the socially relevant policy measures relevantly targeted?
· Have various scenarios and options been explored?
· Is a long term vision complemented by medium and shorter term goals and targets?

	Implementation
	· Is the policy being implemented in practice?
· Is the ENR policy/ strategy costed and resourced?
· Has a capacity assessment of the institutions involved in implementation been made?
· Are the roles of the public sector, the private sector and civil society well defined?

	Consistency
	· Is the ENR policy/strategy consistent with policies and strategies in other sectors?
· Is the ENR policy/strategy consistent with policies/strategies at decentralized levels?
· Is the legal framework conducive to implementation of the ENR policy/strategy? Are there legal obstacles or contradictions?

	Mainstreaming
	· Has the ENR policy/ strategy been mainstreamed in macro policy and development planning? e.g. in national development plans or poverty reduction strategies?
· Does the ENR policy / strategy explicitly contribute to national policies and optimize the potential of the ENR sector and the national endowment of natural capital?
· Does the ENR policy / strategy ensure that the costs of environmental degradation (including human health costs) are properly integrated into sector decision making?
· Has the ENR policy/ strategy been mainstreamed into sectoral policy and strategies?

	Mainstreamed
	· Has gender, human rights, governance, HIV-AIDS and other cross cutting concerns been mainstreamed into the ENR policy/strategy?
· Have poverty-environment linkages been mainstreamed?




2. The  Sector Budget
The ENR sector budget will normally be a composite budget made up of individual ministries, departments and environmental agencies spending plans.  Therefore it may be more difficult to compile compared to other more ‘coherent’ sectors.  However, it warrants careful analysis so as to understand the entire financial envelope within which public policy objectives have to be resourced.   
	Category
	Assessment question 

	Definitional issues
	· Is there an adequate definition of the ‘environment’ that allows the most important aspects of public spending to be tracked?
· Which government ministries/departments/agencies should be considered in compiling the ‘sector budget’? 

	The budgetary process
	· Is there a medium-term budgeting framework to consider?  If so, how does it relate to the Annual Budget?
· Is there a programmatic approach to budgeting and can policy priorities be identified in the budget?  Is it possible to link financial resources with results?
· What national oversight measures are in place in relation to environmental expenditure?
· What public reporting mechanisms exist?
· Do environmental agencies publish Annual Reports containing financial statements?

	Sources of funding
	· What are the sources of funding for public spending on the environment?
· Does the present mix of revenue sources hold any implications for the efficiency of spending or its sustainability? 
· Is internal revenue collection a major component of financing? If so, is it pursued efficiently, fairly and transparently?
· Is development cooperation funding provided on or off-budget?

	Level of funding
	· What is the overall level of spending on the environment and how is it divided between recurrent and investment budgets?
· Is spending consistent with stated policy priorities? Are there specific targets for the respective environmental themes (e.g. water pollution, waste management, natural resource management)?
· Do allocations appear to be sufficient to address the main recurrent and investment needs?
· Are budget allocations subject to revision during the financial year?
· What is the level of external funding provided by development partners?

	Mainstreaming
	· What are the differences in the composition of the ENR sub-sector budgets (e.g. for environmental protection, forestry or mineral resources)?
· What coordination mechanisms exist for the sector budget?
· Are financial allocations provided for environmental actions at different levels of government (national and sub-national spending)?
· What demand exists for greater public expenditure on the environment?




  

3.  Sector coordination
Self assessment at institutional level can often bring the greatest insights and has the added advantage of leading to easier downstream implementation of improvements. An assessment of coordination in a sector should interview all parties and not rely predominantly on the view of a single organization.  A check list of assessment questions is given in the following table.
	
Category
	Assessment question 

	Domestic coordination
mechanisms
	· What are the existing domestic mechanisms of coordination in the sector?
· Are all the functions of coordination covered by the existing mechanisms?
· Is there coordination at local government level as well as at national level?
· Are there ToRs or mandates or agreed compositions of the coordination groups?
· It is clear to whom the coordination bodies are responsible?
· How appropriate is the composition of the coordination bodies: are there any important actors missing? Is the composition wide enough to be inclusive but narrow enough to be operational?
· Is the private sector and civil society involved in sector coordination bodies?
· Do private sector and civil society have cohesive umbrella groups e.g. chamber of industry; umbrella NGO?
· Are the resources budgeted /dedicated to coordination sufficient?

	
Coordination performance
	· Are the existing mechanisms operational (minutes taken, meetings regularly held, good attendance)?
· Are there any dysfunctional or outdated coordination mechanisms that it would be better to write off than continue?
· What are the reasons that any poorly functioning coordination mechanisms have failed?
· What coordination functions are missing and is there an explanation for why they have not been included?
· Are the coordination mechanisms fostering public-private partnerships
· Is there sufficient information for the various actors to contribute effectively?
· Are existing institutional arrangements, sector and project activities loyal to policies?
· Is feedback, from and listening to lower levels, built into the coordination?
· How effectively has the private sector and civil society contributed to the coordination?

	Donor coordination  mechanisms and performance
	· Is there a lead donor?
· Do donors have their own internal coordination bodies – is government and civil society representatives invited?
· Is sector coordination government led?
· Are there significant donors that are not part of donor coordination efforts (either by the government or by donors themselves)?
· Do donors provide timely information on their activities?
· Does the donor coordination lead to donor funding being predictable?



 
4. [bookmark: _Toc256505895]
 Institutions and capacities
An institutional assessment will need to start with a thorough understanding of the environmental challenges and opportunities facing the country. It will also be necessary to assess the degree to which environmental and related policies and strategies are appropriate for these challenges. These tasks will normally have been done as part of a policy assessment. 
Many countries have good policies and strategies but a poor record in implementing them.  Lack of political will to implement the policies, ineffectual governance and inadequate institutional capacity are the most common reasons cited for failure to implement otherwise suitable policies. There are many institutional assessment tools and techniques available and some of them are summarized in the Box below.  It will usually be worthwhile to start with the results of a recent assessment and where necessary update and deepen the analysis. 
 (
Box 35:  common tools and methods used for institutional assessment
Country Environmental Analysis
  /profile – Diagnostic tools that are intended to determine how effective and reliable national environmental systems are, not only to help a domestic diagnosis and strategy for responding to the challenges but also as a basis for determining the suitability of  sector grants and loans. Used by ADB and WB (analysis) and EC (profile)
National capacity self assessment for global environmental management –
 A  methodology aimed at helping countries to identify capacity constraints for addressing cross cutting global environmental issues UNDP/GEF
Performance review of environmental funds –
 voluntary audits on administration and management of environmental protection funds – OECD 
IMPEL review initiative –
 voluntary scheme to review implementation and enforcement of environmental law – EC countries
Functional analysis –
 a generic term that uses many techniques including the 6 “s” (strategy / systems/ structure/ staffing/ incentives/ relationships) and other methods.
Environment performance reviews –
 OECD/UNECE – mainly directed at OECD countries although recently extended to Russia and China
)










A generic list of assessment questions is given below. This list will need to be reviewed and added to depending on the country and environmental situation in question.
	
Category
	Assessment question 

	Enabling environment
	· Is there evidence of institutional support for the sector at the supra level i.e. Ministry of planning, office of the President etc?
· Is the legal framework appropriate for meeting constitutional provisions for the environment and responding to the challenges faced by the environmental sector?
· Is the performance of the environment sector (as part of the civil service) reviewed or reported on by a central body such as the ministry of public services?
· What has the outcome of any performance review been?
· Is there an improving tendency in performance?
· Is there a strong disparity in pay between civil servants and the private sector?
· Are there distortive or perverse incentives in the form of allowance payments or similar factors? 
· Are the environmental mandates of key ministries and institutions in the sector clear?
· Is environment integrated into development and sector objectives and budgets?
· Is the planning process robust, on time, consistent and realistic?
· 

	Sector functions
	· How are the main sector functions distributed among different organizations:
· Policy setting
· Regulation
· Information management
· Planning and implementation
· Resource mobilisation 

	Institution focused – structure
	· Is the structure compatible with policy objectives, legal mandate and the strategy of the institution ?
· Are there too few or too many hierarchical levels?
· Does the structure promote coordination among its parts?
· Does the structure allow for appropriate centralisation or decentralisation of authority?
· Does the structure permit the appropriate grouping of activities?

	Institution focused – staffing
	· Is there an effective human resources management and human resources development function? Is there a training plan? 
· Has there been any internal capacity assessment or reflection on how to improve performance?
· Are staff trained and competent for the duties assigned?
· Do job descriptions exist and is the job grading appropriate?
· What has been the outcome of earlier capacity building efforts?
· Does the establishment have sufficient staff to carry out  the mandate
· Are there persistent vacancies?
· Is the management effective?
· Are there clearly established priorities? 
· Do staff know what is expected of them?
· Are regular meetings held within and between different departments

	Institution focused – systems
	· Are key Environmental assessment tools and systems used e.g.  EIA/SEA? 
· Is the physical infrastructure of offices, information technology services etc appropriate?
Information systems
· How effective is the generation, storage, retrieval and reporting of environmental information?
· Is the information flow well designed and fluid in practice
· How effective is internal and external communication?
Governance
· Are there credible governance systems of accountability 
· Is there evidence that the organization can learn and adapt? 
· Is there an environmental compliant mechanism and are complaints dealt with promptly 

	Institution focused – incentives
	· Are staff promoted on merit?
· Are staff motivated (what is the level of absenteeism?)
· What is the turnover of key staff
· Is the reward structure appropriate?

	Institution focused – linkages
	· Is the division of responsibility clear between the institutions and its partners?
· Where there are concurrent duties, is it clear what the role of the participating parties is?
· Are there well set out obligations for information transfer?
· Where are the opportunities for participation of civil society? 
· Is there any formal mainstreaming e.g. environment desk or environment unit?
· Is there collaboration in the use of EIA and SEA?






5.  Performance monitoring of sector programmes
The ENR sector rarely has a systematic approach towards performance monitoring.  This is therefore an important advance to be promoted under the sector approach.  There is much to learn from other sectors where the sector approach is more advanced.  A check list for assessing the sector performance monitoring framework is given below.
	Category
	Assessment question 

	Objectives of performance monitoring
	· Is there clarity over the objectives for performance monitoring?
· Does the performance monitoring framework produce information that sector actors are calling for?
· What feedback loops exist between performance monitoring and sector performance?

	Institutional support
	· Who is responsible for performance monitoring?
· What financial resources are provided for performance monitoring?
· Is the performance monitoring framework utilising existing monitoring measures?
· What can be learned from existing monitoring and evaluation systems?
· How strong is the institutional culture towards monitoring and evaluation?

	Accountability issues
	· Are there political concerns that might mitigate against improved performance monitoring?
· What is the involvement of non-state actors in performance monitoring of the sector?
· What is the process whereby performance indicators are selected?  
· Does this process of selecting indicators involve a broad range of sector stakeholders?
· Is performance monitoring information in the public domain?
· How regularly is performance monitoring reported upon?  And to whom?

	Coherence of monitoring
	· Have the links between sector inputs and outputs, outcomes and impacts been mapped?
· What emphasis is given to measuring sector inputs; outputs; outcomes; and impact?
· Are all environmental agencies subject to the same performance monitoring system?
· How does any donor performance assessment framework contribute to overall sector performance monitoring?
· Do donors adopt the same set of indicators to assess sector performance?
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Annex 2.   ENR sector policies and decentralisation 
 (
Box 36.  Types of decentralisation as defined by the European Commission and the Donor Group on Decentralisation and Local Governance (DGDG)
Decentralisation processes are complex and multidimensional. Literature shows that there are many different ways to classify different aspects or dimensions of these reforms.  
In its reference document, the European Commission distinguishes three main types of decentralisation. These analytical categories are also used by the Donor Group on Decentralisation and Local Governance (DGDG) which aims to coordinate donors’ efforts in
 support of decentralisation: 
Political (or democratic) decentralisation
 
refers to a process or situation where political power and authority is partially transferred to sub-national levels of government. In the present literature and aid practice, political decentralisation is often perceived as the optimal mode, as it holds the promise of strengthening local democracy, broadening participation and enhancing accountability of office holders to all citizens. 
Administrative decentralisation
 aims at transferring decision-making authority, resources and responsibilities for the delivery of a select number of public services, or functions, from the central government to other (non-elected) levels of government, agencies or field offices of the central government line agencies.  
Fiscal decentralisation
 refers to the reallocation of resources to sub-national level of government and the delegation of funds within sector ministries to de-concentrated levels. In the case of sub-national government this also includes the discretionary power to mobilise and spend resources in line with local priorities. 
It is important to note that 
there 
tend
s
 to be substantial gaps between stated policy objectives and implementation of proclaimed decentralisation reforms. The above concepts are analytical categories for assessing the context of reforms in a specific country. The reality is usually characterised by a “messy mix” of incomplete decentralisation with regard to its political, administrative and fiscal dimension or reform processes that have stagnated, leaving behind local entities that are not representative or lack any discretionary power.
 
Another important concept that refers to the complementary dynamics of decentralisation at the local level is local governance. It is less straightforward to define, as understandings vary greatly. According to the European Commission’s understanding “local governance is about the way in which power and authority are exercised at the local level”. Two elements are central to the European Commission’s understanding: 1) responsive and accountably local governments (as key development actors and focal points for the delivery of services to the poor, and 2) a vibrant civil society and private sector that play a role as partner in development and countervailing force (with the capacity to demand rights, transparency and accountability.”  
European Commission (2006), Ribot (2002 and 2008).
)






 (
Box 37.  Guidance on how to take account of and support decentralisation in ENR 
Where possible, work with elected local government and help them to acquire and make use of discretionary powers.
 
Local governments need to have powers to play their role in natural resource management and some minimal space to experiment and build their capacities according to their own insights and their own (citizens’) priorities.      
Support redistribution of tasks and resources in line with the subsidiarity principle.
 
This principle refers to the idea that the best level for policy and procedural decisions is the most local possible level at which these decisions can be taken and are not likely to produce negative effects for higher scales of economic, social or political-administrative organisations. 
Build the public domain by keeping public powers in the hands of representative public authorities and help them to become responsive
.
 Evidence from case studies points to the need to place public powers (such as decisions making on forest management, revenues or natural resource exploitation) directly or indirectly under the jurisdiction of elected local authorities. Experience shows that if these authorities are enabled to be responsive to the needs and aspirations of their constituency, local people will have an incentive to engage with them.  
Help local government to organise, lobby and demand accountability from government and commercial interests.
 For instance, in the context of sector programmes, technical and institutional support can be provided to local government in their efforts to collectively bargain with the central government to be granted the rights they need to manage local resources and regulate and tax private sector agents that use the resources on their territory. 
Take account of the political economy of decentralisation processes
. 
 Decentralisation processes hold opportunities and risks, produce winners and losers. For instance, if local governments are provided with a broad mandate for management of natural resources in the process of devolution, these new entities may be perceived as a threat by traditional chiefs who have a mandate to allocate community resources based on customary law. Similarly, policy measures by local governments to improve the environment, such as prohibition of cultivation near riverbanks, endangers the livelihood of peasant farmers who depend on these resources for survival. All this may lead to resistance and conflicts that can constrain the implementation and effectiveness of such reforms and resultant arrangements for decentralised natural resource management. 
European Commission –EuropeAid (2006); Baumann et al. (2003);  Ribot (2008).
)
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Annex 3.   Analysing and addressing governance in the ENR sector 

The European Commission’s reference document ‘Analysing and addressing governance in sector operations’ proposes the framework of analysis visualised in Figure 4. This framework refers to the main elements to take into account when analyzing governance in a particular sector. The framework focuses on three dimensions each of which brings a set of specific questions. By answering the questions, for each of the following step, a “snapshot” of governance in the sector can be constructed. This snapshot can form the basis for policy formulation, dialogue and negotiation of the new sector policy.  
Step 1 - Context analysis. 
This step looks into the broader national, regional and international context of the ENR sector that sets the stage for how sector governance is configured and how it can develop. Issues analysed may refer to the policy environment (e.g. ongoing public sector reforms,  international agreements on ENR issues, regional integration processes) or geographical features of relevance and the history of the sector. 
Step 2 - Mapping of actors, their interests, powers and incentives. 
The purpose of this step is not an exhaustive mapping of all the actors, but to look for key stakeholders (main players that influence sector governance, but also those that are excluded). Questions of this step of analysis refer to the role and importance of actors, the interests they pursue, their respective power and authority, their resources and the incentives for maintaining or changing the status quo. 
The document advises to distinguish the six categories of actors depicted in Figure 4. It is important to note that the representation of the six categories of actors is not static, i.e. actors can shift and fulfil different roles. Donors are also included in this presentation as one particular actor, because they influence the governance and accountability mechanisms in sectors. Box 38 provides some questions for mapping the interest, power and resources of key actors in any sector.
Step 3: Analyzing governance and accountability relations
This third step focuses on governance mechanisms through which authority and power can be exercised and which have different implications for the governance of the sector (e.g. hierarchical relations, patrimonial governance). It emphasises the important role, informal governance mechanisms, such as patron-client relationships play developing countries and advocates a careful analysis in the context of sector policy analysis and design. 
Step 4: summing up – analyzing governance reform readiness
The last step brings the key features of this diagnostic work together with the purpose of identifying drivers of and obstacles to reforms, as well as feasible and realistic options for improving governance. The findings of the three previous steps often do not provide crystal clear answers to major questions about how to strengthen governance in the specific sector. The EC reference document therefore proposes a summary matrix. This step involves summing up key features, strengths and opportunities and major trends. This tool can be used for structuring a discussion and to help identify feasible options for change (for more details see European Commission 2008, p. 58).  
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Box 3
8
.  Guiding questions for the mapping of actors
1) 
Interests pursued
 by the actor: What are the short and long term interests of the actor? Is the actor merely operating out of self-interest, or also pursuing poverty reduction objectives? What is the mix of formal objectives (objectives that are clearly spelled out and formalised in rules, regulations, strategies – often linked to poverty reduction or sector policies as part of a PRSP) and informal objectives? 
2) Power and resources:
 What power do actors wield and what resources do they control or own? Is the power exercised largely attributed in a formal manner? Or does the power relationship play out in all sorts of kinship relations, or through informal linkages with other powerful stakeholders within or outside of the sector (President, Minister of Finance, donor, etc.).
3) Key linkages:
 to whom is the actor connected? Are these ties transparent and open for monitoring and controls? Or rather hidden and informal. What connections and allegiances does the actor have? The informal relations may be more relevant, but also harder to understand or map.
4) Incentives
:
 What incentives (rewards) and disincentives (sanctions) would the actor perceive getting from maintaining or improving performance? Why would a civil servant in the Ministry of Environment, a member of a river basin management committee or someone working in a regulatory agency perform well or better? Is there a professional ethos within the civil service? Are there supervisory pressures or are there functioning internal or external control mechanisms? Is there market pressure for more efficient and effective performance? Will deregulation result in stronger incentives within the market, or will it exacerbate existing dysfunctions because of existing market failures?
)






Figure 3: Governance Analysis Framework

                  

Source:  European Commission 2008, p. 19.

Glossary
Governance : There are many different definitions of governance. The EC uses the following broad definition:  ‘Governance concerns the state’s ability to serve the citizens. It refers to the rules, processes and behaviour by which interests are articulated, resources are managed, and power is exercised in society. The way public functions are carried out, public resources are managed and public regulatory powers are exercised is the major issue to be addressed in this context.’ (Source: European Commission 2003: Governance in Development, COM (2003) 615, quoted in European Commission (2006), p. 11.)
Patrimonial governance refers to a governance mechanism or relationship that largely works out in an informal way. The ‘client’ is loyal to the patron in exchange for protection, access to resources or services. Usually, this system affects multiple stakeholders such as service providers, core public agencies and the political system as well as the checks and balances organizations. These informal ‘rules of the game’ can be very powerful, are usually not formalised, and hence function behind a façade of formal policies and institutions. This makes them less noticeable for outsiders. Subsequently, this may lead to poorly informed engagement strategies by donors (Source: European Commission 2008, p. 25). 
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