Background Note - Supporting Capacity Development in Public Financial Management: A Practitioner’s Guide

In the 2005 Paris Declaration, partner countries committed to strengthening their national systems and donors to using them to the maximum extent possible as part of the global efforts to make aid more effective. Both partners and donors agreed to accelerate and deepen these commitments during the Third High Level Forum on Aid Effectiveness held in Accra in 2008. As a result, §15 of the Accra Agenda for Action (AAA) commits developing countries and donors to “strengthen and use developing country systems to the maximum extent possible”.

In order to facilitate the implementation of these commitments, the Working Party on Aid Effectiveness created a Global Partnership on Strengthening and Using Country Systems. The objectives of this partnership are to: 

· Accelerate progress in donors’ use of country systems; 

· Facilitate the strengthening of country systems and effective locally-rooted capacity to reform systems where deemed necessary; 

· Better communicate the benefits of using country systems and involve a greater number of stakeholders (parliaments, CSOs) in overseeing the strengthening and use of country systems.

Two Task Forces were created to produce practical guidance and good practice notes on strengthening Public Financial Management and Procurement systems. As part of this work, both Task Forces on Public Financial Management and on Procurement were tasked with preparing a practitioner’s guide to Supporting Capacity Development, building on ongoing initiatives and interventions by donors and partner countries. 
The Guide to Supporting Capacity Development in PFM was required specifically to:

· Assess the expectations from countries for donor support to their capacity development efforts in PFM, in terms of content, form and duration

· Collect evidence from partner countries’ perspectives of both good and ‘bad’ practices in how donors support Capacity Development in Public Financial Management

The Practitioner’s Guide has drawn from the findings in five countries, Lesotho, Mali, Morocco, Nepal and Rwanda, and the input of members of the Task Force
 on Public Financial Management. 
In support of the above commitments, the Guide takes as its starting point, partner country demand for better support for capacity development. It is designed both for donor and partner country representatives. It is a tool for donor representatives in country and in headquarters to help them better support capacity development efforts. The Guide is also intended as a tool for partner country stakeholders (central and sector ministries) who may wish to use the guidance to provide donor representatives with advice on how to support their capacity development efforts. Given the broad scope of PFM, it is hoped that it will also be of interest to other sector specialists. 
The Guide adopts the broad CIPFA definition of PFM, “Public Financial Management (PFM) is the system by which financial resources are planned, directed and controlled to enable and influence the efficient and effective delivery of public service goals” CIPFA 2010:5 It also adopts the principle that a level of financial literacy is required throughout government, as PFM and PFM Reform are not just the domain of economists and accountants.  In common with most stakeholder definitions, the guidance views capacity development as an ongoing process that occurs at the levels of the individual, the organisation and the society. It is also a process that is needed to both maintain or strengthen existing operations and to enable reforms. Despite the use of the term ‘development’ it does not restrict potential options to the creation of something new, recognising that an organisation’s capacity can be enhanced through reducing demand on capacity or making better use of existing capacity. It also adopts the view that both ‘new reforms’ and ‘ongoing capacity development’ are change processes, which need to be managed albeit differently to ensure sustainability. 

The guide does not pretend to be revolutionary. It is not a recipe book, a Do-It-Yourself guide or a repair manual. There is no “magic bullet”. To the seasoned practitioner, some of the guidance may appear too simplistic or just common-sense. In reality, and as highlighted in the case studies, common-sense is not always that common. The four key principles set out in the OECD DAC guidelines for supporting capacity development in PFM are still valid. These are that:
· Supporting country leadership and ownership should be central to donor approaches. 

· Capacity development design and sequencing should fit specific country circumstances, rather than reflect standard or imported solutions.

· The institutional, organisational and individual levels of capacity development, including managerial and technical aspects, should all be taken into account in programme design and implementation.

· Donor support should be provided in a coherent, co-ordinated, and programmatic manner.
Evidence from the country studies and experience elsewhere shows however that implementation of these principles has been mixed, not least because PFM capacity development is neither for the faint hearted nor the time-constrained, intertwined as it is with broader governance, public service and general development issues. In-country discussions also show that donors and partner governments have very different expectations of what constitutes PFM and the ‘correct’ support to Capacity Development.

Rather than just focusing on ‘technical’ issues of support to capacity development e.g. how to do assessments, the guide takes a more holistic view of the issues that need to be addressed. Consequently, many of the principles adopted apply equally to supporting capacity development in other disciplines or functions, for example the need to understand your country, your subject and your organisation, adopt a flexible approach, provide insight not prescription and understand the critical importance of change management in the overall process. 
� A workshop was held on 13th December 2010 as part of the Task force on PFM meeting in Delhi to discuss initial findings and to obtain inputs from task force members.





