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Ann Pettifor

Introduction



n 1998, as director of Jubilee 2000, I joined thousands of peaceful dem-

onstrators who had gathered around the G8 summit in Birmingham,

UK, to call on the richest governments in the world to act against the
intolerable burden of debt faced by developing countries. Ordinary people
in developed countries wanted to protest against the scandal of poor states
sending more money to donors in debt repayments than they received in
aid. They wanted to have a voice on the issue of debt taking up more re-
sources than education, health and social protection. The many support-
ers of Jubilee 2000 understood that it was time to stop putting the interests
and ideology of institutions in the North ahead of the task of poverty re-
duction.

Those demonstrators were concerned not just by the damage done di-
rectly by debt itself but also by the associated impact of the structural ad-
justment programmes imposed by lenders. Structural adjustment is in-
separably associated with the poverty experienced by the people of the
world’s most indebted countries. There has been an increasing consensus
among economists in recent years that structural adjustment has done
little to improve the economic fortunes of the countries involved, although
it has contributed to two decades of lost development potential.

The call of Jubilee 2000, therefore, was for debt relief to be linked to
poverty reduction in a way which would ensure the poor would no longer
be the subjects for experiments in neo-liberal theories.The resources freed

by debt relief should instead make a genuine contribution to poverty

Ann Pettifor is the director for the Centre for International Finance and Gover-
nance at the New Economics Foundation.




reduction. OECD (Organisation for Economic Co-operation and Develop-
ment) governments while accepting the logic of Jubilee 2000’s, argument
left it to the IMF (International Monetary Fund) and the World Bank to
design a framework to make this happen, the result was PRSPs. At the time
Bread for the World, as a member of the Jubilee 2000 movement, com-
mented:

The PRSP represents a new development in Bank and Fund lending
policy with some potential, but only to the extent that certain condi-
tions are met. First of all, civil society in the borrowing countries
needs information and transparency about the new process. . . . Sec-
ondly, consultation with civil society must go beyond information
dissemination, to a genuinely participatory process in which the rec-
ommendations of non-governmental actors can influence policy.

This takes us beyond process to content. The World Bank and
IMF have been directed by their member governments to work in
new and promising ways. ... The World Bank and IMF documents
describing PRSP show some evidence - albeit very slender — of will-
ingness to be flexible in making macroeconomic prescriptions. But
the question, “how flexible?” will be answered as the process un-
folds country by country.*

In many highly indebted nations groups like Jubilee 2000 have been
encouraged to participate in the development of IMF-sponsored poverty-
reduction strategies. Opening up and democratising the process of eco-
nomic policy-making is vital not only for the health of indebted nations
but also for the global economy as a whole.

But have the Bank and the IMF really changed since the peaceful dem-
onstrators gathered in Birmingham? If the experience of many civil soci-
ety groups of PRSP participation is anything to go by, then clearly the origi-
nal vision of debt relief and poverty reduction is being lost in the
institutional morass. This report by my colleagues from World Vision has
outlined many of the problems that have been encountered with PRSPs
since 1999. Their analysis is all the more interesting because World Vision
has tried to support the idea of PRSPs from the start. It is clear from their
research that even those who have stood by PRSPs are finding the experi-
ence increasingly frustrating.
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In the light of the problems that are being experienced so widely, it is
no wonder that many Jubilee 2000 partners have come to believe that PRSPs
may be little more than a fig leaf for the implementation of IMF and World
Bank macro-economic policies — mainly designed in secret in Washington
by unaccountable civil servants on “one-size-fits-all” templates.

These policies are designed in the tradition of a now-much-discredited
school of economic thought; namely, that an economy really can become
an interlocking system of markets that automatically adjusts supply and
demand through the price mechanism. As Fred Block has argued, “Even
when economists acknowledge that the market system sometimes needs
help from government to overcome market failure, they still rely on this
conceptualisation of the economy as an equilibrating system of integrated
markets.”? There is little room here for people as involved citizens, demo-
cratically participating in shaping the forces that affect their lives.

This economic worldview clashes with, and often contradicts, the new
poverty-reduction policy framework and lending facility imposed on the
IMF in 1999 by a group of, as it happens, European women development
ministers. The European ministers had, in turn, come under huge pressure
from the international Jubilee 2000 movement to turn away from the “Wash-
ington Consensus” and to work instead to democratise economic policy-
making and reduce poverty in the most indebted nations. How this could
be done had already been demonstrated by Uganda, which had established
a Poverty Action Fund in 1998 into which debt-relief resources were di-
rected, and which provided mechanisms for civil society (including Jubilee
2000 in Uganda) to monitor spending and check corruption.

The final review of PRSP documents is undertaken by the international
financial institutions in Washington rather than by domestic governments.
This makes the process unduly skewed towards meeting the requirements
and the policy agendas of those institutions. There seems little point es-
pousing the need for participation when the policies imposed are directly
designed to undermine participation. As one finance minister said recently
of his country’s poverty-reduction strategy: “We do not want to second
guess the Fund. We prefer to pre-empt them by giving them what they
want before they start lecturing us about this and that. By doing so, we
send a clear message that we know what we are doing - i.e., we believe in
structural adjustment.” In other words, he was more concerned to please
and appease officialdom in far-away Washington than to respond to the
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needs and democratic mandates of his own people — and Washington ac-
tively encourages him in that approach.

But while there are many weak and unaccountable finance ministers
in debtor nations that are effectively enslaved to their creditors and do-
nors, this is not true of all. Again, Uganda provides contrary evidence. While
the Ugandan PRSP contains a strong emphasis on trade liberalisation and
privatisation, this contrasts sharply with recent public assertions by Presi-
dent Museveni, who has argued that trade liberalisation has done little to
benefit Uganda and has called for strong public intervention in the export
sector.? It also contrasts with the views of elected parliamentarians, who
recently threatened to censure the minister of finance over privatisation
of the Uganda Commercial Bank. If PRSPs do not reflect the views of politi-
cal leaders, whose views can they claim to represent?

The absence of democratic participation in the development of macro-
economic policies is often justified on grounds of “capacity.” But the rea-
son goes further than this. Most of those who support minimum govern-
ment intervention in the economy do so not necessarily on strict economic
grounds, as is often claimed. In fact, in areas such as trade liberalisation,
most economists would agree that total liberalisation does not result in
the greatest level of growth or development. The main rationale behind
minimum intervention is that debtor governments, and the poor as a whole,
are not trusted to intervene in the economy. They are assumed to be wholly
corrupt and to use any leverage they have in the economy to “buy off”
political opponents. While such practices and behaviour might even be
accepted as part of the democratic process when it is practised by OECD
governments, it is considered unacceptable in a poor, indebted nation. This
is just another form of discrimination by those who run the international
financial institutions.

Conclusion

Without genuine democratic participation by ordinary people in the devel-
opment of economic policy, no economic policies can be made to stick. We
have to re-learn the lessons so ably outlined by Karl Polanyi in his book The
Great Transformation; namely, no economy can be autonomous of the people.
Itis this ridiculously utopian approach of much economic theory that makes
it so difficult for IMF economists to come down to earth and to integrate
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civil society participation and poverty reduction into their economic tem-
plates. Only if economic policies once again become embedded in societ-
les and are subordinated to democratic institutions and social relations
can we expect genuine participation in the development of economic
programmes. And only then can we hope for economic programmes that
will genuinely reduce poverty.

Notes

1. Sara Grusky, Ph.D., “The IMF and World Bank Initiate a New Reform Package
The Poverty Reduction Strategy Papers: An Initial NGO Assessment,” Bread for the World
Institute Debt and Development Dossier (April 2000), issue no. 3.

2. Fred Block, Introduction, in Karl Polanyi, Great Transformation, new ed. (Bea-
con Press, 2001). Dr. Block is a professor in the Department of Sociology, University
of California, Davis.

3. E. Cheru, quoted in World Development Movement (WDM), Policies to Roll-
back the State and Privatise?” (London: WDM, April 2001), 10, full text available on the
WDM website.

4. For example, during the consultative group meeting of May 2001 or the read-
ing of the budget speech in June 2001.
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Alan Whaites

Making PRSPs Work:
Can Rhetoric

and Reality Coincide?



oon after the launch of Poverty Reduction Strategy Papers (PRSPs)
and while still in the full flight of their most optimistic rhetoric the
International Monetary Fund (IMF) and the World Bank stated:

armed with poverty-reduction strategies, countries become masters
of their own development, with a clearly articulated vision for their

future and a systematic plan for achieving their goals.?

In an historic about-face, the IMF and the Bank were promising debt relief
for heavily indebted poor countries in exchange for their governments’
commitment to spend resulting savings on health and education. Like many
other NGOs, World Vision welcomed the arrival of the PRSP concept and
praised the bold promises that were made by the Bank and the Fund.

In the time that has elapsed since the inception of PRSPs, World Vision
has been constructively involved at consultation meetings in Washington,
D.C.,local participatory exercises in communities and at the national level
in Africa, Asia and Latin America. The experience of working with PRSPs at
the local level is shared in the four case studies that follow. There have
been some very welcome signs of progress: the concept of participation
within policy-making has gained ground, donors have moved towards a
common framework for assistance and, most important, poverty reduc-
tion has edged more firmly into the centre of policy.

The progress that has been made to date represents steps in the right

direction, but much remains to be done. PRSPs have not yet fully lived up

Alan Whaites is director for International Policy and Advocacy with World Vision
International.
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to the original rhetoric that surrounded their birth. World Vision believes
that with appropriate action on the part of the World Bank, IMF and do-
nors, PRSPs could more convincingly reflect their originally stated aims.

World Vision’s concerns regarding the PRSP approach are grouped
around the areas of process, content and resources. The report also outlines
four wider contextual issues that could still constrain even the best strat-
egy if action is not taken. These findings are based on four case studies
from Ethiopia, Cambodia, Senegal and Latin America. Arising from these
concerns is a growing sense of unease regarding the political baggage with
which PRSPs were originally endowed. The legacy of the past seems to have
pushed the Bank and the Fund towards actions that sacrifice effectiveness
for the sake of organisational interest.

To date, and in light of the new and innovative nature of PRSPs, World
Vision has taken a view that PRSPs are a work in progress; some mistakes
will be made, but the potential benefits make perseverance worthwhile. In
a sense this view has been best summarised by the World Bank and IMF
when they state:

All concerned - countries, civil society and their external supporters
(including the Bank and Fund) - are learning by doing in the PRSP
context, and strategies will evolve in the light of experience. The
numbers (and even the initial quality) of strategies prepared are only
a preliminary indicator of success; the program will stand or fall on
the basis of persistent poverty-reduction efforts at the country level
and their measurable outcomes in the lives of poor people.?

Sustaining continued belief in PRSPs will become increasingly difficult if
action is not taken to address the issues outlined below.

Adjustment and Social Conditionality
The official launch of PRSPs at the annual meetings of the World Bank and
IMF in September 1999 marked a major event in the relationship between
international financial institutions and developing states. The fact that
PRSPs were a new instrument of conditionality was sometimes downplayed
amidst the talk of participation and pro-poor policy. Yet this was a signifi-
cant evolution in the lineage of conditions that have been laid down for
borrowing states since the early 1980s.

The idea of social conditionality was not new; the concept had been
around in a negative sense since the insistence on fiscal restraint that
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marked the IMF/World Bank response to the debt crisis of the early 1980s
(perceived at the time as a short-term liquidity problem). Fiscal restraint in
turn had meant the curtailing of social provision and the introduction of
practices such as user-charges.?

Following the UNICEF report Adjustment with a Human Face* the World
Bank in particular moved quickly to introduce social safety-net activities
within structural adjustment programmes, and as a result true social con-
ditionality was born.> The Bank also undertook several studies of develop-
ment experience in Southeast Asia that underlined the positive role played
by state social intervention and the importance of education and good in-
come distribution.®

The lessons drawn from some of these experiences were embedded
within the Comprehensive Development Framework (CDF) launched by
World Bank President James Wolfensohn. The CDF was the heir to the Bank’s
own analysis of the lessons of development, and initially there was puzzle-
ment as to how the new idea of PRSPs would relate to this existing ap-
proach. The need for a CDF/PRSP discussion was indicative of the fact that
PRSPs owed as much to external political pressure as to the evolution of
internal thinking.

The Political Origins of PRSPs

The origins of PRSPs actually lie substantially with the civil society move-
ments that in the late 1990s forced the issue of debt reduction onto the
international agenda. When Jubilee 2000 organised human chains to sur-
round the Birmingham G8 meeting, it called not only for debt relief but
also for the resources released to be devoted to poverty eradication.
Changes of government in the UK, France and Germany were gradually
creating a more receptive international policy-making environment for
such calls. Early in 1999 the IMF, in essence reading the writing on the
wall, began a consultation on social conditionality. Then, in June, at the
Cologne G8 meeting, the political leaders of the West announced not only
an enhanced Heavily Indebted Poor Countries initiative (HIPC2) but also a
clear link to poverty reduction.

The political nature of the origins of PRSPs and their link to the Jubilee
2000 campaign invested in the idea tremendous significance beyond their
immediate impact on national policy. One result was the welcome adop-
tion of the terminology and concerns of many of the erstwhile critics of
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the Bretton Woods institutions. PRSPs were to embrace a high level of civil
society participation along with a strong degree of national ownership.The
latter was to be underlined by the fact that PRSPs would be drafted by na-
tional governments, initially as interim-PRSPs (I-PRSPs) and then as com-
prehensive full PRSP documents.

Donors would adopt the new strategies as their blueprints for aid and
lending, while governments would single-mindedly focus national re-
sources and energies on the task of poverty reduction. Nursing these pro-
cesses along would be the traditional medic of failing economies (the IMF)
and the would-be midwife of poverty reduction (the World Bank). For the
IMF, the launch of PRSPs itself marked a significant moment, with the Fund
for the first time explicitly adopting (with Board approval) poverty reduc-
tion as a formal objective of its activities.

Poverty Reduction or Public Redemption

For the World Bank and the IMF, the introduction of positive social condi-
tionality was a chance to escape their image in some quarters as poverty
makers. For the IMF, for example, the stinging criticism of the Asian eco-
nomic crisis was fresh in corporate memories. There was also in some quar-
ters recognition that the empirical evidence on structural adjustment expe-
rience has been mixed. The Bank and the Fund and some academics argue
trenchantly that countries faithfully applying adjustment programmes have
tended to do well on poverty reduction, but the methodologies used have
been debatable (primarily due to the criteria for the samples).”

The Fund’s image problems have been exacerbated by academic stud-
ies that have suggested that although the introduction of “adjustment with
a human face” had avoided some of the worst excesses of the 1990s, real
harm to human development was still being done.? By the late 1990s the
debate had moved beyond mere accusations from extremists that the Bank
and the Fund cared little for the poor. Economists such as Dani Rodrik,
Jeffrey Sachs and even the Bank’s own Joseph Stiglitz were questioning
whether the stabilisation-based economic prescriptions of the Washington
Consensus were appropriate for the development arena.® Ravi Kanbur has
painted a revealing picture of the puritanical zeal with which the Bank and
the Fund pursued the original policies and the growing realisation within
the Bank, at least, that evidence did not support the approaches taken.°
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As a result of the empirical evidence produced by some of the critics,
economists have been able to argue that the Fund’s failure to achieve even
its own stated objective of growth was indicative of an overall inability to
perform. As Graham Bird has commented: “There would be less debate
about the future of the Fund and its role in developing countries and emerg-
ing economies if its programmes had been perceived as successful in the
past. This is not the general perception, hence the debate.”?

The Fund might have shrugged off the criticism of economists who
questioned its technical competence, but it also faced the politically wor-
rying Meltzer report from the U.S. Congress.* PRSPs were therefore partly
an opportunity for public redemption and also a way to prove the ideologi-
cally held belief within the Fund that its macro-economic prescriptions
could eventually bring poverty reduction. David Craig and Doug Porter see
these dual imperatives as akin to a “Third Way philosophy,” or a “re-
morphing of neo-liberal approaches.”*

Inevitably, however, there have been those, particularly within the Fund,
who have clung to the traditional view that social conditionality is at best
a distraction. As C. S. Adam and D. L. Bevan found in their interviews with
Fund staff:

There is evidently a wide variety of attitudes among staff as to the
intrinsic desirability of these changes. For some, they represent a
welcome validation of a perspective they were already effectively
trying to implement under the ESAF [Enhanced Structural Adjust-
ment Facility]. For others, they threaten to compromise the future
quality of Fund programmes.’

For a vocal group inside the Fund the traditional belief that economic growth
alone is the key to poverty reduction continues to hold sway unencum-
bered by issues such as the “quality of growth.”'® The ideological hold of
the past on some within the Fund has predictably proven to be seminal in
the development of PRSPs and may ultimately deny to the Fund the very
redemption that it seeks. As the case study of Senegal demonstrates below,
the Fund also finds it difficult to break the habit of loan conditionalities
divorced from the idea of poverty reduction. Not surprisingly, Adam and
Bevan also found that attitudes within the Fund were obstructing the new
division of labour with the Bank.?”

Masters of Their Own Development?
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The Promise to the Poor

The true importance of the PRSP approach lies, of course, not with the
heavy political investment on the part of the IMF and World Bank, but rather
with the opportunity it brings for the poor. Development has been blighted
by a failure to understand the role of the poor, the human capital of devel-
oping states, in creating sustainable economic growth. Equally, the ulti-
mate end of development must be the betterment of the human condition,
and some contexts (Kerala in India, Sri Lanka, Vietnam) have already shown
that much can be done despite the resource constraints of a limited gross
national product.?®

The lessons of the last three decades are that education, primary health
care and resources for income generation can have a profound impact on
local poverty reduction. Coupled with economic stability, good income dis-
tribution and stable aid flows these factors can lay the foundations for
both economic and social progress.’® Indeed, one of the common features
of the case studies below is the pre-eminence of the rural economy to the
majority of poor people and the central importance of issues such as gen-
der.

For countries like Senegal, Cambodia, Ethiopia, Bolivia, Honduras and
Nicaragua, PRSPs offered the prospect of a renewed commitment to edu-
cation and health care at the local level, coupled to the provision of new
resources from donors and the release of debt servicing funds for the imple-
mentation of long-term strategies.

The World Bank’s ground breaking Voices of the Poor study had also shown
the desire of the poor for effective local services, a wish that has been
underlined by World Vision’s own research.?* Weak service provision is ex-
acerbated by daily problems of governance, by which the poor are made
vulnerable to arbitrary and corrupt officialdom.

Many of these problems have been aggravated by the erosion of the
state that has accompanied structural adjustment. Fiscal restraint drove
away the best staff and kept wages low, while privatisation created a ripe
environment for corrupt practices.?? The discussion of experience in Latin
America, Senegal and Cambodia below point to the problems that have
steadily accrued through lack of government capacity. Latin America has
also highlighted the growing corruption that has plagued some areas of
economic reform, such as privatisation.
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The emphasis within PRSPs on state policy, national leadership and
accountability through participatory processes offered a prospect for genu-
ine change. The capacity-building of the state in co-operation with civil
society could do much to transform the local environment of the poor.

The promise of PRSPs was always, however, at the mercy of the sur-
rounding policy context, largely shaped as it was by OECD (Organisation
for Economic Co-operation and Development) states (both directly and
through a range of multilateral institutions). PRSPs have also been vulner-
able to the political imperatives of the IMF and to a lesser degree the World
Bank.The most important stakeholders involved, the poor, are, as so often,
also the least powerful.

Where the Fund is concerned, the need to placate vociferous civil soci-
ety in both North and South, and also to appease the political leadership of
the West, created dynamics in which best policy practice might not be the
option pursued. The IMF has also ensured that relations with developing
state governments have been prioritised along traditional lines. The case
study of Senegal provides a perfect illustration: while reluctant to create
conflict around issues of social policy or participation the Fund has re-
tained its dogmatic approach on economic policy.

The governments of the South have therefore been left in an impos-
sible position; that is, required to develop new policies with little capacity
while still hamstrung by the economic prescriptions of the past. World Vi-
sion has increasingly come to regard the current international system of
conditionality as inherently flawed. That PRSPs were introduced within the
framework of existing conditionality and without a reform of the underly-
ing structure is centrally important. Although no new initiative emerges
into a policy vacuum, the family of policies into which PRSPs was born
brought more negative baggage than most.

The Experience so Far: Process, Content and Resources
Unfortunately, PRSPs have had a short but problematic life, perhaps exac-
erbated by the high expectations that were raised at their birth. The pres-
sures faced by the World Bank and IMF, the impossible task handed to na-
tional governments and the lack of support for traditional macro-economic
prescriptions all threatened to create a short window of opportunity in
which some form of credibility could be built.

Masters of Their Own Development?
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With hindsight, the first cycle of PRSPs should perhaps have been seen
as a “learning cycle.” Instead, the Bank and the Fund sought to have PRSPs
up and running as quickly as possible. As a result, it was clear that the IMF
would have to play its PRSP hand well. The Fund would need to ensure that
the quality of the process and the integrity of the approach were sufficient
to convince even the most ardent doubter that the intentions as well as
the rhetoric were right.

The promise of PRSPs is potentially so great that World Vision has con-
sistently wanted the Fund to defy its critics and produce an undeniable
success. If PRSPs ultimately succeed in reducing poverty, much could be
forgiven. Despite some limited progress to date, however, the overall expe-
rience gives considerable grounds for concern.

World Vision has distilled a number of issues from its experience in de-
veloping countries that are at the heart of those concerns. These issues can
be grouped together into three broad areas of process, content and resources:

Process

Timing — The conditionality element within the genesis of PRSPs has cre-
ated an impetus on the part of governments to seek rapid completion of
their PRSP processes. As Adam and Bevan state:

Countries are very loath to settle for interim relief (obtainable at the
decision point), reached, inter alia, when they have produced the more
limited I-PRSP without moving rapidly on to the “completion point”
at which the relief is locked in, and which requires implementation
of a full PRSP for a year. The HIPC thus creates considerable pressure
to speed up the transition to a full PRSP.2

This tension has also been reported in numerous academic and NGO pa-
pers?* and was recognised by the World Bank and IMF in their September
2000 progress report.” There is therefore an underlying question as to
whether Bank/Fund thinking on the timetable for PRSPs was ever practi-
cal. The US General Accounting Office has pointed out that those countries
seen as developing best practice in this area have taken up to five years to
construct an adequate poverty-reduction strategy.?

It has been argued consistently that the rapid development of compre-
hensive national plans for poverty reduction mitigates against quality, a
dilemma that has surfaced in relation to both Senegal and Latin America.
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It has been suggested that time pressures could be eased by de-linking PRSPs
from the HIPC process, with greater reliance on PRS-linked ODA funding
and further debt relief as incentives for the development of the strategies.

Certainly options to create a longer time frame for PRSPs should be
considered, including much deeper levels of interim debt relief. Without
longer time frames PRSPs will continue to encounter basic quality prob-
lems. As one of our case studies states: “Among a sample of participants in
the PRSP process in Senegal, government, civil society and donors alike,
time constraints were identified as the most restricting factor in the for-
mulation of Senegal’s PRSP.”

Ownership (governmental commitment) — An initial response to the launch of
PRSPs was for some observers to question whether governments would ever
fully own a policy or process that was itself a product of conditionality.”’ Yet
most actors accepted that without some degree of ownership the sustainability
of PRSPs and their successful implementation would be in doubt.

World Vision’s experience illustrated in the case studies is that much
work remains to be done to create an atmosphere of ownership rather than
conditionality. In-country discussions with government, donor and multi-
lateral officials were particularly useful in highlighting the lack of consis-
tency in this regard. The case study on Cambodia below illustrates some of
the unnecessary pressures that have been placed on governments and that
can only serve to reduce ownership. It is not surprising, given the Cambo-
dian case, that the Asia Development Bank’s submission to the PRSP re-
view was both unenthusiastic and sceptical on this key point.?

World Vision’s experience accords closely with the SPA-funded study
undertaken by ODI (Overseas Development Institute) which states: “In sev-
eral countries, stakeholders perceive the PRSP exercise as being overwhelm-
ingly motivated by getting access to debt relief and having little further
significance.”?

More positively, the institutionalisation study found that PRSPs had
already been beneficial in bringing poverty reduction into the mainstream
of national policy-making.*® This movement of the responsibility for pov-
erty reduction into finance ministries has, however, had an effect in some
countries of marginalising the sectoral ministries who will be responsible
for implementing PRSPs. The weakness of the civil society participatory
processes (see below) has therefore sometimes been matched by weak in-
tra-governmental participatory dialogues.

Masters of Their Own Development?
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Language — The Latin American and Cambodian case studies below both
provide startling illustrations of one of the most frustrating aspects of
the PRSP experience to date. In both instances key PRSP documents, in-
cluding the draft PRSP itself, have only been available to civil society groups
(including local NGOs) in English. In Cambodia, for example, key docu-
ments had to run through half a dozen drafts before they were finally
made available in Khmer. The concept of a participatory process in which
the essential materials appear only in a foreign language is nonsensical,
and this basic problem has devalued much of the rhetoric surrounding
PRSPs.

Participation — The four case studies below point very firmly to the wider
truth that World Vision has not yet encountered what might be termed a
satisfactory participatory process. In several contexts the process was lim-
ited to a select group of NGOs invited to events at which the intentions of
a government were outlined for their agreement. Elsewhere, World Vision
has witnessed poor dissemination of documentation and information, and
inadequate explanations of the processes for the constituencies whose
views were being sought.

The dynamics involved were explored in a review of civil society par-
ticipation in PRSP processes by SGTS & Associates, which also found that
the speed of transition from I-PRSPs to full PRSPs mitigated against “good”
participation.’! The decision to make participation compulsory but not a
part of the final approval process did raise suspicions early on that com-
mitment to this area was weak.*

World Vision, as a member of civil society, also recognises the diffi-
cult place in which governments have been placed. An inherent tension
exists between the pressure to produce PRSPs that are, in essence, re-
packaged versions of existing plans and the external emphasis on a par-
ticipatory process that could result in radically different strategies. The
former allows a government to build on what already exists and to limit
the stretch on limited capacity. The latter might produce a better strategy
in the long run but will demand a great deal more from those involved in
the process.

Not surprisingly, several PRSPs and I-PRSPs are, in effect, existing plans
that have been woven together within a PRSP framework. This approach is
understandable. It allows governments to deal with known quantities and
can also have benefits for national ownership, particularly where some
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form of participation was involved in the development of the original plans.
Elsewhere, however, the use of existing sectoral plans put in a PRSP format
suggests limited room for participation to lead to real innovation and
change.

In light of these dynamics it is not surprising that a frequent complaint
from civil society has been the tendency of governments to call them to-
gether for meetings intended to provide an endorsement of an already for-
mulated approach. Such experiences have been on a scale sufficient to
allow some critics to produce extensive tabulations of negative reactions
from national coalitions and southern NGOs.*?

Timing was also clearly a factor that affected participation, with some
countries attempting processes in a limited time frame (as the Ethiopia
case study below highlights, with 100 districts being targeted over three
days). The experience on the ground led DFID (the Department for Interna-
tional Development) to state:

Our country programmes report that initially, the Bank seemed to
view participation as something that could be achieved technically,
through the application of a set of tools or methods, rather than a
lengthy process with its own, sometimes unpredictable, dynamics.
The result is that the Bank has not always made a positive contribu-
tion to maximising the impact of consultation and participation on
PRS policy.>*

Ultimately, lack of participation will erode public commitment and weaken
the quality of information and advice available in the drafting of the strat-
egies. Participation by clique is not only ineffective but is also likely to be
counter-productive. Wendy Phillips points to some of the groups typically
ignored when she states in her case study that

in Senegal, the limited inclusion of traditional groups and village
level participation was an element of concern raised by both donors
and CSOs [civil society organisations]. Others commented that civil
society participation should not stop at NGOs, who seem to make up
the bulk of the participants. In addition, elected officials also appear
to have played a very limited role during the formulation stage. Par-
liamentarians will only be officially included in the final ratification
of the PRSP.
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Content

Data — Economic changes dictate that communities may enter and leave
conditions of poverty over relatively short periods (a sudden market crash
for the main local produce or a bumper harvest can have very different
impacts). Data is therefore crucial to constructing an effective strategy
against poverty. A key part of civil society experience has been the impor-
tance of accurately mapping poverty in order to plan effective programmes.

World Vision has been surprised by the lax approach to data taken within
PRSPs. Overall, data has played an inadequate role, with only limited at-
tempts at poverty mapping or thorough research prior to the completion
of the strategies.® This problem has been common to almost all of the
countries in which World Vision has been actively involved in the PRSP
process. One of the earliest full PRSPs to be given the official seal of ap-
proval by the World Bank and IMF was that of Tanzania. The data used for
much of the planning within the document was, however, based on a ten-
year-old household survey.

After their review of African PRSPs, Thin, Underwood and Gilling con-
cluded: “Even full PRSPs have significant deficiencies in their poverty pro-
files, including lack of specificity about key categories of poor people, and
lack of explicit linkage between the means and process of identifying the
poor, and specific dimensions of anti-poverty strategies.”?¢

Poverty Reducing Policies — There is a continuing debate concerning the policy
mix that offers the best prospects for sustainable poverty reduction. Clearly
the policies within PRSPs are heavily influenced by World Bank and IMF
advice, and, while not wanting to increase conditionality on developing
states, World Vision must wonder whether the guidance given could be
improved. Much is known about what does and does not work, and this is
reflected within Stephen Klassen’s review of the papers involved. Klassen
concludes:

Three obvious policy messages follow from these findings. First, poli-
cies to promote growth should help the poor although they could do
so more if they made growth pro-poor rather than neutral as it is in
most places. Second, reducing initial inequality, particularly asset
inequality, should receive highest priority, due to its triple effect on
poverty. Third, reducing gender inequality should equally be of high-
est concern to policy makers that want to achieve pro-poor growth.?”
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It is deeply disturbing that the PRSPs (and I-PRSPs) produced to date are
notably weak with regard to policy prescriptions to address each of these
three areas. The case studies presented by World Vision point to lack of
attention being given to some key aspects of rural development, and one
of the most obvious of these is the reduction of inequality. Indeed, as the
case studies show, asset redistribution, such as land reform, is almost stu-
diously avoided within most PRSPs and I-PRSPs. Klassen addresses the rea-
sons for this when he discusses the previous caution and ambiguity of
World Bank policy documents on land redistribution.*

The net result, as Marcus and Wilkinson found from their desk study of
six full and seventeen interim PRSPs, is that policy prescriptions for areas
central to the task of poverty reduction are largely absent:

While the depth of poverty analysis varies considerably, in all cases,
the dimensions and distributions of poverty within a country was
described in more detail than policies to tackle these issues. . . . Sur-
prisingly, only a quarter of these PRSPs and I-PRSPs use the term
“pro-poor growth” or contain statements about ensuring growth is
equitably distributed, suggesting a continuing faith in the power of
growth alone to reduce poverty without significant attention to eq-
uity.®

Policies that have given considerable cause for concern in the past are still
very much in evidence, including user-charges. David Hulme of Manches-
ter University has pointed out that this is inconsistent with the projected
rates of economic growth for the countries involved, a factor that would
suggest an ability to cut such charges.* DFID studies have already demon-
strated the very real impact that such fees can have in reducing access to
key services and the frequent problems encountered with schemes nomi-
nally intended to provide exemptions for the poorest.*

An equally unwelcome continuation of the past is the presence of
privatisation plans within some PRSPs. Experience suggests that
privatisations have more often been mechanisms for corruption and
cronyism than poverty-reducing measures. Patricia Forner in the case study
on Latin America points to problems encountered in this regard.

Perhaps both the common absences and inclusions are simply reflec-
tive of the overall approach that has been taken to content development.
Neither should be surprising. Craig and Porter state:
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A flick through PRSPs from starkly different countries reveals great
universality in vocabulary, process, form, content and even prescrip-
tion.This paper joins others in the critical recognition of a globalised,
one-size-fits-all orientation to PRSP and related programmes.’?

Social Impact Assessments and Monitoring - World Vision has found the lim-
ited and late planning for social impact monitoring of PRSPs disturbing.
Processes for assessments and monitoring must be built in during the plan-
ning stage of poverty-reduction initiatives if they are to give an accurate
picture of results. As a general rule this has not happened within PRSP
design processes. One DFID-funded study was particularly scathing, stat-
ing:

A blind eye is being turned to well-known facts about the unreliability of
the official reporting systems and administrative data on which imple-
mentation monitoring depends. This is not picked up even in JSAs [joint
staff assessments - by the Bank and the Fund]. The potential for using
known shortcut techniques, such as participatory beneficiary assessments
and facilitated staff self-assessments, to provide quick feedback on critical
implementation issues is not being explored creatively enough.*?

Gender — Within the dialogue processes so far undertaken, gender has rarely
been accorded sufficient weight. This is perhaps not surprising, since poor
data often masks the centrality of the role of gender in development. The
lack of disaggregated statistics is, however, only part of the story. There is
also a failure to learn the lessons for human development of girl-child edu-
cation and tackling issues such as FGM (Female Genital Mutilation), early
marriage and exploitation.*

Each of the four case studies below points to the fact that gender has
been under-addressed as a key poverty-reduction issue. In the case study
on Ethiopia Joe Muwonge points out that this issue has been raised clearly
by civil society coalitions (as it has also in Cambodia). Not surprisingly one
of the most compelling submissions to the IMF/World Bank Review of the
PRSP Approach was that made by the UN agency for women, UNIFEM. The
UNIFEM paper argued that gender is not addressed as a cross-cutting is-
sue, nor is it adequately dealt with in relation to macro-economic and struc-
tural policies.**
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A Rights-based Approach — Throughout its short history, the PRSP initiative
has lacked an explicit commitment to the principles of rights-based devel-
opment.The identification of areas for intervention is intimately connected
to the fulfilment of key instruments, not least the Convention on the Rights
of the Child. The fulfilment of basic rights is therefore both an obligation
on the part of donors, lenders and states and also an effective tool in the
formation of policy itself.

A related problem is the relative absence of the issue of human rights
from those sections of PRSPs that deal specifically with governance, judi-
cial and law-enforcement reform. World Vision welcomes the inclusion of
issues relating to the Rule of Law within PRSPs but is disappointed that
this seems to be primarily orientated towards creating an improved cli-
mate for investment. Reform of legal processes should also include im-
proved ability for the poor to have recourse to the law (particularly on is-
sues such as land title). In addition, law-enforcement agencies should be
the focus for human rights training, including education in dealing with
issues relating to the legal protection of children in especially difficult cir-
cumstances.

Macro-economic Content — The Bank and the Fund have long argued that
the most critical factor in poverty reduction is the achievement of eco-
nomic growth. More recently this position has been nuanced by an em-
phasis on “quality” growth (for example, better income distribution). To a
large extent, therefore, PRSPs will be dependent on their surrounding macro-
economic context. This was accepted by the Bank and the Fund when they
initially suggested that trade liberalisation in northern countries was an
essential ingredient in achieving success. Wendy Phillips’s case study be-
low indicates that for the farmers of Senegal few issues will be quite so
important as whether this northern trade liberalisation transpires.

Attaining higher rates of growth for many of the countries involved
depends upon the success of the advice they are receiving from the Bank
and the Fund. Yet the track record of IMF macro-economic advice is not
impressive. Patricia Forner’s study of Latin America below recounts many
of the problems that have frequently been seen as rooted in conditionality
applied by the Fund.

Despite these problems the basic ingredients of PRSP macro-economic
packages seem to be traditional adjustment policies with little substantive
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innovation or learning from elsewhere. World Vision studies have pointed
to the inappropriateness of some key aspects of IMF macro-economic ad-
vice for developing countries.” Although market-led growth and trade re-
form are important for reducing poverty, the evidence is mixed as to whether
IMF advice helps to achieve these goals. This issue is discussed further
below with regard to the contextual factors that also threaten to de-rail
even the best PRSPs.

The continued failure to absorb new economic knowledge within the
macro-economic framework is profoundly disturbing, as is the frequent
failure to include basic pro-poor policies such as real and effective action
to improve income distribution (for example, through land reform). The
author has discussed effective policies for poverty reduction elsewhere*
and would recommend that the Bank and the Fund open themselves to a
serious debate with civil society and academics on these issues.

In the meantime, as the Senegal experience shows, the dominant im-
portance of adherence to traditional macro-economic prescriptions is the
definitive characteristic of PRSPs - a factor underlined by the decision to
make macro-economic policy a decisive issue in the determination by the
Bank and the Fund of whether to accept a completed PRSP.

Action should be taken by the Fund to expand the range of policy op-
tions considered and available to developing states in the construction of
the macro-economic framework. The section on financing below also dis-
cusses the related need for developing states to avoid overly optimistic
projections for growth and tax receipts that might only serve to under-
mine PRSPs once implementation is under way. Macro-economic frame-
works must both be informed by the full range of development experience
and also ideally include an appraisal of how policies might change and
adapt in the light of better or worse economic performance.

Economics and a Safer World for Children — The Asian crisis of 1997 under-
lined the speed with which economic problems can translate into child
exploitation. The rapid movement of hundreds of thousands of children
out of school was accompanied by a rise in children entering the informal
workforce. At its worst, the crisis also led to a sharp increase in child traf-
ficking and prostitution. Children are acutely vulnerable to the fluctua-
tions of their economic context, and both poverty and the process of devel-
opment can bring their own dangers (as a recent World Vision/Royal
Government of Cambodia report on sex tourism has shown).#
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Building a safer world for children means taking deliberate steps to
address issues of violence against children, child abuse and child exploita-
tion. Yet outside the realms of education and obvious areas of health care
(for example, immunisation) PRSPs often discuss children without policy
prescriptions being defined. Previous experience has shown that safety nets
for families must be built during times of economic growth to avoid prob-
lems during crises, and investments must be made in social provision, law
enforcement and awareness-raising among children.

World Vision does not wish to see further conditionality added to the
PRSP process, but it must be asked whether the advice offered by the Bank
and the discussions surrounding joint staff assessments have included
reference to this issue. Sadly, the World Bank has a weak track record on
child protection. It has been slow to act during economic crises and also
slow to appreciate the need for government capacity-building on protec-
tion issues. It should not be surprising, therefore, that the PRSP approach
fails to stress sufficiently the need for national level action for child safety.
Marcus and Wilkinson comment: “It is notable and surprising that not one
country in this sample mentions child labour as an issue of concern other
than in passing.”°

PRSPs also fail to respond to the fact that children forced into prostitu-
tion or the informal economy are often criminalised by the legal system
(instead of receiving the care and support that is due to victims). As has
been mentioned above, it is encouraging that some currently approved
PRSPs do give space to the concept of institution building, with several
devoting sections to judicial reform and the Rule of Law. Proposals for re-
form of the police and judiciary should specifically include improved re-
sponsiveness of legal systems to the needs of children.

In a new report, A Safer World for Children: Ending Violence, Abuse and
Exploitation, World Vision has highlighted a series of practical steps that
can be taken within developing countries and internationally. Where chil-
dren are concerned, the PRSP approach risks becoming stereotyped as sim-
ply a new strategy for health and education if it embraces such steps in
order to take a more comprehensive view.

Resources

NGO Capacity -The gradual progression towards new initiatives such as
participatory budgetting has highlighted a substantial capacity problem
among NGOs. This is an issue that is highlighted within the Cambodia,
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Senegal and the Ethiopia case studies below. By expecting PRSPs to be de-
veloped in a short time frame, the World Bank and IMF assumed too much
in regard to NGO capacity. Both Bretton Woods institutions were late to
react to the capacity problem on the part of civil society groups, although
they eventually responded.

The Bank in particular has tried to help address these concerns with
some capacity-building initiatives, followed more recently by the welcome
introduction of a multi-stakeholder approach in which civil society can
help to set priorities.>® As more PRSPs move into their implementation
phase, such initiatives will become increasingly important and further ac-
tion should be taken, particularly with regard to participatory monitoring
and evaluation (PME).

Resource Siphoning — The original suggestion by the World Bank and IMF
that resources freed by debt relief would be complemented by those re-
leased from unproductive areas entailed a considerable assumption that
such a process was politically possible.*? Yet the focus during the develop-
ment of PRSPs has been strongly on two specific areas of social policy: health
and education. Governments may feel pressured to divert funding from lower
profile areas of social policy into the health and education sectors.

This problem is likely to challenge particularly countries such as Hon-
duras and Nicaragua, that already devote high levels of government bud-
get to social sectors. Nicaragua projects an increase in social spending as a
part of the government budget to 62 per cent, yet HIPC does not guarantee
debt savings until 2003, after temporary post-Hurricane Mitch debt relief
ends. Other budgets inevitably will be squeezed.

One solution that has been put forward is that public expenditure re-
views will ultimately enable governments to identify unproductive expen-
ditures, thereby reducing the threat of siphoning funds from pro-poor ar-
eas. With effective public expenditure reviews, budget savings might then
go some way to bridging the funding gap.

Improved public expenditure reviews would be welcome. Nonetheless
they do presuppose the existence of effective systems for public expendi-
ture management and for participatory monitorian and evaluation. Both
help address the issue of determining where money is actually spent, rather
than just where it is allocated. The Bank and the Fund have been frank in
admitting problems with public expenditure management systems, and
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by extension this implies significant obstacles to successful public expen-
diture reviews.

Paying for the PRSPs — The Bank and the Fund were clear at the start of the
PRSP initiative that new funding would be required, particularly from OECD
donors.* Although some donors have agreed to organise their existing aid
flows around the PRSP concept, few have actually committed to increase
volumes of aid substantially. Yet some PRSPs read almost like a shopping
list of new social interventions, replete with programmes of school build-
ing, health clinic opening and infrastructural improvement.

The short sections within PRSPs on possible financing of these lists
rest heavily on the need for new funding. One West Africa PRSP, for ex-
ample, estimates the cost of its PRSP at US$475 million (the most essential
items being US$282 million) yet only US$108 million will be available from
HIPC and US$54 million from budget savings. Tanzania calculated that pro-
viding proper health care to its citizens would cost US$9 per head, but bud-
get realities forced government to constrain expenditure at considerably
less than this level. Even should Tanzania continue to increase expendi-
ture on key social sectors by 25 per cent per annum, it will only be able to
fund 80 per cent of the cost of its PRSP.>

The PRSP documents point to the savings from HIPC (see below), but
there is also a considerable reliance on projected increases in tax receipts
and the benefits of economic growth. Given the previous problems encoun-
tered with efforts to increase tax receipts substantially in countries with
large informal economies, this seems a challenging assumption on which
to pin spending plans. The West Africa country mentioned above projects
tax revenue increasing faster than gross domestic product (GDP) due to an
expanding tax base, while the proportion of public consumption within
the economy decreases —a balancing act that is premised on projected
growth rates of 7 per cent of GDP.*

The inclusion of relatively good rates of growth within the financing
mix of some PRSPs might also be seen as optimistic, yet several states rely
in their estimates on achieving faster growth than during the 1990s. Some
governments are not concerned that the reliance on healthy macro-eco-
nomic performance leaves them extremely vulnerable to negative fluctua-
tions in the terms of trade. The IMF and the World Bank, for their part, are
clearly uneasy:
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Lack of realism in the projected macroeconomic program. Sometimes
the PRSPs assume unrealistically high rates of growth of overall GDP,
fiscal revenues, and/or exports. This may reflect weaknesses in the
analysis of the likely sources of growth. In that event, the set of pri-
orities may be unrealistic in light of likely fiscal resources, and pro-
jected targets for poverty reduction will likely prove to be too ambi-
tious. Also, the programs sometimes do not analyse macroeconomic
risks or alternative scenarios and do not present contingency plans
to respond to economic shocks.>

Some within the Bank and the Fund hope that bilateral donors will step
forward to bridge the funding gap, and initially, with the first completed
PRSPs, there has been some success in this regard. As more PRSPs are
finalised, however, reliance on ODA may prove to be inadequate, particu-
larly in light of both the stagnant nature of aid levels and the politicisation
and tying associated with its allocation.

Ultimately the quality of PRSPs may prove to be academic if sufficient
resources are not available to allow them to be fully implemented.”” The
question of funding needs to be addressed more substantially by OECD
donors. This is an issue that is drawn out in the case study on Latin America
below but also has been encountered by World Vision in many other con-
texts.

The Poverty Reduction and Growth Facility (PRGF) — The PRGF is supposed to
make up one part of the funding for poverty reduction, but it has proved to
be problematical as a component within the PRSP framework. It has re-
mained primarily a means to support monetary policy and fiscal reform.
Indeed a “stocktaking exercise” of the PRGF by Adam and Bevan found
that PRGF loans did not differ dramatically from PFP (Policy Framework
Papers).

The same study also found that concerns over the quality of PRSPs had
in some cases “led to Fund staff feeling that they could not realistically
base the PRGF on the PRSP.”*® This divorcing of the PRSP and IMF lending
from the PRSP process is reflected in the discussions of Latin American
and Senegalese experiences below. This disjuncture has created parallel
processes in which conditionality surrounding the PRGF has superseded
and overridden the policy-making process of the PRSP.
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The stocktaking exercise also found that the IMF has been reticent in
assisting countries to explore the new fiscal flexibility that the PRGF is
supposed to entail.>® In addition to problems applying PRGF to PRSPs,Adam
and Bevan concluded that the PRGF, while suitable for stabilisation as a
non-concessional loan, is an expensive way of financing development.*°
The World Bank has introduced a new financing system of its own termed
poverty reduction support credits.® In both cases the levels of finance avail-
able are not sufficient to finance fully a major PRSP.

Government Capacity — An issue that has affected the PRSP process in every
country and will ultimately have a determining effect on successful strat-
egy implementation is government capacity. The impact of structural ad-
justment programmes was to erode and shrink state sectors, and often
this shrinkage was felt keenly in the social policy arena.®? Not surprisingly,
government capacity has been a key factor in producing problematical
design processes (poor participation, inadequate data, and so forth).

Other countries, including Cambodia, have been emerging from long
periods of conflict and political instability that have also eroded capacity.
PRSPs may eventually bring greater resources from donors to rebuild such
capacity, but initially they also bring some daunting challenges, including
demands in relation to public expenditure monitoring or participatory
monitoring and evaluation. In addition to these areas of activity PRSPs them-
selves increase the transaction costs for developing states of doing busi-
ness with their donors.®

The same capacity issues could have a more damaging effect as gov-
ernments seek to expand education, health, or other provisions based on
weak departmental infrastructures. One PRSP document recounts from
experience the problems involved, with hasty growth of secondary schools
leading to an inability to maintain consistent standards.®* The shopping
lists of new social interventions need not only to be funded but also imple-
mented, and this poses challenges that are just as great for governments
who have faced prolonged periods of retrenchment. One government,
Mauritania, has provided a clear summary of the potential problems:

The second risk is linked to the implementation of such an ambi-

tious programme. The simultaneous attainment of all objectives of
the poverty alleviation strategy obviously presupposes the existence,
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in all departments, of the institutional capacities needed to carry
out the selected reforms, to implement projects within a timetable,
and to mobilise a satisfactory amount of external aid. However, the
capacity for intervention of the state in the broad sense, i.e,, the Ad-
ministration, private sector and civil society remain limited.®

Public Expenditure Management (PEM) - Capacity problems may exist within
essential parts of the central financial administrative system.®® One area
that has clearly concerned the Bank and the Fund is budget tracking and
public expenditure management, something the two institutions have iden-
tified as an urgent area for strengthening.®” The problems in this regard
have now become an increasing area of focus for the various parties in-
volved (governments, civil society and multi-laterals). Perhaps this is not
surprising in that the Bank and the Fund frankly recognise that

Current PEM systems in many countries are too weak to support a
meaningful presentation of the overall public expenditure program
in the PRSP. For HIPCs, these common weaknesses in current PEM
system have been confirmed most recently by a Fund-Bank study of
their capacities to track poverty-reducing spending, including the
use of debt relief funds. Most PRSP country governments do not yet
have a comprehensive budget with meaningful functional classifi-
cations of expenditures, and, where functional classifications exist,
they seldom provide sufficient detail about allocations to programs
that are targeted toward poverty reduction. . . . Auditing systems are
extremely weak. . . . However, despite the fact that measures to im-
prove PEM systems have been built into Bank and Fund programmes,
PRSPs to date have sometimes included only broad references to the
need to improve PEM systems but not specific measures or credible
plans for doing so.%

Is HIPC2 Sufficient? — A major assumption within the PRSP initiative is that
HIPC2 will reduce developing country debt to sustainable and manageable
levels. If this is not the case, those countries involved face the prospect of
seeking to implement PRSPs while still carrying high levels of debt that
demand considerable resources for repayment. Phillips and Forner suggest
that for some of the countries studied in this report this will become a
crucial issue in determining the success of PRSPs.
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EURODAD suggests that for many HIPCs, debt-to-export ratios will re-
main above the IMF/Bank threshold.® This was acknowledged in an IMF/
International Development Association (IDA) paper in August 2001 which
suggested the need for options to increase debt relief at completion point.”®
Other critics, such as Oxfam point to the fact that debt repayments for
countries benefiting from HIPC still exceed the level of social budgets.”

Are the Bank and the Fund Learning the Lessons?

In the past World Vision has been impressed by the open and constructive
approach taken by the Bank and the Fund to dialogue on the issue of PRSPs.
The Bank and the Fund have also shared much of the research and learn-
ings that have become apparent as national level experience has unfolded.
The open nature of the PRSP discussion promised that the PRSP review,
built into the original launch of the process and due in 2002, would be a
key opportunity to refine the approach.

It is difficult not to conclude that some of the opportunities offered by
the review were under-exploited, perhaps as a consequence of the political
needs of the IMF being pushed to the fore. The experience of the review
suggests that in an attempt to avoid exposing the growing disillusionment
of some within civil society, there was an attempt to orchestrate key as-
pects of the process. For this reason the comprehensive review of the PRSP
approach, particularly at the regional level (see below), was sadly indica-
tive of some of the problems that have been experienced in a number of
individual national PRSP processes.

The original terms of reference for the review were limiting. The em-
phasis was on the small number of completed PRSPs, which by their na-
ture are likely to have been processes with relatively fewer problems than
countries where final decisions have been postponed or drafting has been
delayed. The terms of reference were not extensively shared with partici-
pating civil society in the South. In contrast, the Bank and the Fund at
times gave the impression of almost seeking to steer input into the pro-
cess into a format that addressed a narrow range of issues based around
experience of participation.”?

Most disturbing, however, was the experience of the review process in
relation to the regional consultation seminars. These conferences were
organised by the World Bank and IMF Institutes. World Vision found the
process of trying to participate in these events extremely difficult, even
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for a large NGO. In Asia, World Vision staff were informed that develop-
ment workers were specifically not wanted at the regional consultation
event.

Those NGOs who did manage to gain admittance to the Hanoi meet-
ing found the event organised around governmental input, with no real
opportunity for civil society comment. Only three international NGOs were
represented at the meeting. One of these NGO participants reported:

My feeling about the meeting went through big ups and downs from
not understanding what input was required from INGOs (as group
moderators, who I'd never met before, on occasions interrupted me
and constrained me from speaking) to being extremely glad I was
there, because there would not have been a pro-poor approach given
so consistently and clearly, which was my feeling at the end. . . . The
level of discussion was at a very superficial level and so many of the
detailed points regarding processes in each country were not able to
be addressed.”

The Latin American event was similarly problematic. World Vision did have
aregistered participant for the Bolivia meeting and was therefore surprised
to find that the process for civil society representation was structured so
that actual participation was almost impossible (including failure to give
details of location, timing, or registration).

Civil society has much to contribute to the successful design and imple-
mentation of PRSPs, but that contribution can be effective only if partici-
pation is genuine. In the same way the regional PRSP meetings of the re-
view were limited by the decision not to embrace the widest possible
spectrum of views on the experience so far.

Despite the problems with the regional review meetings World Vision
was encouraged by the issues paper prepared by the Bank and the Fund
from the wider input received. The issues paper was a key document at the
review conference in Washington, D.C., in January 2002. It was marked by a
frank recognition of some well-known problem areas, including public ex-
penditure management and the lack of realism in some projected growth
rates. Surprisingly, the paper did not mention country ownership, the in-
creasing possible disillusion of some parts of civil society, or the appropri-
ateness of the macro-economic framework.”
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Can PRSPs’ Rhetoric and Reality Coincide?

Can the original aims of PRSPs be achieved and the imperative of poverty
reduction replace the policy intransigence of the IMF and richer states? The
salvaging of PRSPs will hinge on the willingness of international financial
institutions and donor governments to deal with the flaws that have been
identified to date. The problem areas outlined above are central to the con-
tinued improvement of the PRSP initiative. The successful evolution of PRSPs
to a point at which consistently high quality processes can lead to effec-
tive strategies for poverty reduction will revolve around these questions.
World Vision offers a series of recommendations below that would help
the Bank and the Fund address these problem areas.

Sadly, however, even solving problems of process, content and resources
still leaves the implementation of PRSPs vulnerable to wider contextual
constraints. In some ways the World Bank and the IMF are themselves the
victims of the failure of OECD states to couple the political instructions of
the Cologne summit with steps to create a more conducive context for
development. The result of this contextual failure is that four long-stand-
ing obstacles to development threaten to de-rail PRSPs, just as they have
previous innovations. These wider contextual issues continue to be rooted
in the policies of OECD states, although they are in some cases most ap-
parent in the form of the application of that policy by the international
financial institutions.

Economic Conditionality Framework — The weak track record of the IMF in
enabling economic growth and poverty reduction stands in stark contrast
to the experience of countries in Southeast Asia. Yet the Fund'’s condition-
ality framework reflects a model and a concept of development that con-
tinue to be supported by the IMF’s OECD-dominated board. The fact that
the IMF has failed to absorb economic learning, choosing instead to persist
doggedly and in increasing intellectual isolation with a set of ill-conceived
prescriptions, should be a concern to OECD states.

The Fund’s framework of macro-economic conditionality remains more
suited to crisis management than to sustainable human development, al-
though even here it has underperformed. According to Joseph Stiglitz:

The precepts of countercyclical fiscal and monetary policy have come
to be taught as part of standard macroeconomics in universities
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around the world. Yet remarkably, if we look at the data, we see that
governments in less developed countries regularly engage in pro-
cyclical fiscal policies. Worse still, we have seen how the IMF has
advocated fiscal and monetary tightening in the face of an impend-
ing recession. . . . It has put in place strategies for financial market
restructuring which too have adversely affected macro-economic
performance. In its structural adjustment programs, it has often com-
bined trade liberalization with interest rates so high that job and
enterprise creation would have been impossible even in the best of
economic circumstances, let alone in the more adverse circumstances
prevailing in most developing countries.”

The economic policy prescriptions that have long characterised IMF condi-
tionality have been reviewed at length now by a range of economists.”* The
evidence surrounding the traditional mantra of the IMF - privatisations,
capital market liberalisation, import liberalisation, fiscal restraint, state
shrinkage, etc. - makes unhappy reading and has underlined the comments
of substantive critics such as Stiglitz.”” In applying this reality to PRSPs,
Craig and Porter have commented:

PRSPs continue to impose a narrow neo-liberal economism that
seems unacceptably hard and sharp in the face of growing empirical
evidence that the much hoped for general and robust relations be-
tween its precepts and growth, equality and poverty reduction may
simply not be there. Given the uncertainty of the evidence, a less doc-
trinaire and more cautious, diverse approach would be more prudent.’®

The continued adherence to these policy prescriptions detracts from one
of the most encouraging areas of progress for PRSPs - the goal of making
poverty reduction the centre of economic policy. Indeed, Craig and Porter
have suggested that PRSPs only serve to mask the inherent neo-liberalism
underneath. They argue that the IMF and the World Bank seek to “build
inclusive public social policy around a basic neo-liberal framework, and to
position it as a new way forward that transcends ideological divides.””
Development organisations working alongside the poor can only view
with profound concern the danger that PRSPs will become a rehashed frame-
work for traditional and usually failed solutions to economic problems
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albeit roughly tacked to the increasing of resources for health and educa-
tion. Expanding the range of macro-economic policy options considered
within PRSPs is therefore an essential part of increasing the potential for
successful growth while also enabling PRSPs to become fully country owned.

Northern Trade Policy - While OECD states spend around US$350 billion per
year on agricultural subsidies and deny their markets to developing-coun-
try producers, progress will be constrained. World Vision has joined with
other NGOs, members of the food industry and institutions such as the
World Bank in stating:

Trade is a means to an end, not an end in itself, and putting an end
to hunger and poverty is perhaps the greatest challenge of the 21st
century. A fair trading system, coherent international and national
policies and targeted investment are all required if the world is to
feed all its people. Trade reform which furthers this goal is both pos-
sible and of the utmost priority.2

Northern protectionism is perhaps the greatest single barrier to economic
growth in poorer states, costing an estimated US$150 billion in potential
income.?! Rich states must accept the logic of the arguments that have
consistently been made to the poor regarding the role of comparative ad-
vantage and the benefits of trade. World Vision’s report Why Poor Children
Stay Hungry has detailed the impact of the current agricultural trade sys-
tem for communities in the developing world. Addressing this issue will be
central to the chance of success for PRSPs.#

Capacity Building - Imposing constructive social conditionality on develop-
ing states to some degree runs contrary to the overall pressure applied by
multi-lateral lenders over the last two decades. The result is that major
demands are being made of government departments that do not have the
resources to cope. The World Bank has a particularly important role to play
in capacity-building states for PRSPs, but much of this effort should have
taken place prior to the launch of the process. Seeking to undertake capac-
ity-building amidst the competing time-line pressures of debt reduction
mitigates against success. It has been suggested that in some ways the pro-
vision of “technical assistance” by the Bank during national PRSP processes —
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the sending of consultants and advisers — has acted as a substitute for
genuine capacity-building.

The Bank must rethink its overall commitment and approach to
capacity-building if PRSPs are to succeed, and that may also entail rethink-
ing attitudes towards the state. Ironically, three of the World Bank’s most
prominent names (Paul Collier, David Dollar and Nicholas Stern) have sug-
gested that “with the macro battle increasingly won, attention has shifted
to the importance of institutions and governance for creating a good in-
vestment climate.”®* This view pre-empted the World Development Report
for 2002. Yet the realisation that institutional weakness at the local level
affects everything from investment to social safety-net initiatives sits un-
easily with the World Bank/IMF idea of a small state.

The Bank’s view of institutional reform has therefore focused more on
the nature, scope and role of the state than on strengthening its imple-
mentation capacities beyond “essential” areas such as treasuries (finance
ministries) and tax collection. Institutions were also at the centre of the
World Development Report 1997 on the state.’* Even by 1997, however, the
World Bank vision of the state was extremely limited, its role being a
minimalist regulatory body rather than the developmental engine of
growth described by observers of Southeast Asia such as Chalmers
Johnson.®

Seeking more from government after two decades of adjustment-led
down-sizing and erosion has actually increased the risk of failure, corrup-
tion and criticism. A minimalist view of institution-building will achieve
little, and the Bank cannot rely on cure-alls such as social capital as a means
to side-step the state.®

Official Development Assistance — Current levels of OECD aid are woefully
inadequate if PRSPs are to have any prospect for success. Funds from other
sources (unproductive government expenditures, PRGF, or PRSC [poverty
reduction support credit]) will not be sufficient, and the insufficiency of
HIPC will greatly exacerbate the problem. Some help can be provided by
further and much deeper debt relief, but greater levels of budget support
will also be needed. Indeed, expanding the proportion of government-to-
government aid devoted to budget support rather than project-based as-
sistance would be an important step forward.

Problems with the effectiveness of aid caused by unhelpful aid poli-
cies in the North must also be addressed, in particular the politicisation,
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inconsistency and tying of aid must all be ended. Measures to reform ODA
proposed by commentators such as Michael Edwards should be seriously
considered.®” Central to reform is the need for steps to prevent the misap-
plication of aid by investing responsibility for its use in a new global devel-
opment fund. Rather than creating a new aid bureaucracy complete with
further conditionality, any global development fund should focus on pro-
vision of budget support for developing states evaluated by progress to-
wards medium-term targets for poverty reduction.

Summary and Recommendations

The PRSP process is an important opportunity to introduce a new approach
to poverty reduction that will focus energies and resources on the poor.
The PRSP concept is itself fundamentally sound. If steps are taken to ad-
dress the four structural problems that currently prevent the rhetoric and
reality of PRSPs from coinciding, then the potential is real.

Even so, dealing with the four issues of economic conditionality,
liberalisation of northern markets, government capacity and aid levels still
leaves us with the more detailed questions of process, content and resources
discussed above. Indeed, the context problems that surround PRSPs are
made worse by the weaknesses identified within the process itself. Given
the problems of funding, participation, data and capacity, it might have
been preferable to have launched PRSPs with a less ambitious agenda for
the first cycle of strategies. The realities of funding are likely to undermine
the original comprehensive vision, while the limited progress on partici-
pation has in some sense been devalued by the original hyperbole that
surrounded this area.

Many of these issues realistically should have been predicted by the
World Bank and the IMF, with programmes put in place to address the is-
sues involved. The unfolding of PRSP processes has included action to deal
with some of the most obvious issues, indicating a welcome degree of flex-
ibility and a willingness to hold workshops, produce papers or change the
sourcebook. Too often, however, the impression has been one of closing
the stable door after the horse has bolted. The Bank and the Fund are solv-
ing problems after the issue has compromised many of the PRSP processes
already under way.

World Vision believes that action does need to be taken to improve the
framework being used for ongoing PRSP processes and to address some of
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the deeper flaws within the conceptual approach being used. This latter
need is particularly acute in relation to the macro-economic framework,
although a fuller appreciation of the need for capacity-building is also criti-
cally important. World Vision would therefore make the following recom-
mendations for the continuing evolution of PRSPs:

Process

Timing - The implicit motivators for a rushed process should be explicitly
counteracted with clear recommendations that PRSP design processes must
be focused on good design practice rather than speed. As a result, data
gathering and participation should not be compromised in order to pro-
duce a draft paper more quickly. The continuing linkages between PRSP
development and debt relief timing needs to be urgently reviewed.

Data - The quality of data gathering and poverty mapping must be drasti-
cally improved.

Participation - Participation must not be only part of the public relations
process of the PRSP initiative; it must also be a genuine attempt to develop
the most effective strategies possible. Capacity-building for participation
is perhaps the most effective contribution that can be provided by the
Bretton Woods institutions, both for the governments involved and also
civil society organisations. Urgent areas for action continue to be partici-
pation in relation to (1) budgets and public expenditure management and
(2) monitoring and evaluation.

Much could be done to make the process of making a PRGF participa-
tory, and there is no reason why some element of participation should not
also be brought into joint staff assessments. A sign of good intentions, re-
garding participation, would be to ensure that essential documents are at
least available in the major languages of the countries involved. A further
step would be to encourage not just the greater involvement of civil soci-
ety but also the inclusion of relevant sectoral line ministries and the
strengthening of Parliamentary scrutiny of the PRSP process.

Content

Pro-Poor Policies — The policy content of PRSPs is unquestionably guided by
the advice of the World Bank and the IMF. It would therefore be possible to
improve the pro-poor content of PRSPs without increasing conditionality
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by expanding the range of policy options included within the framework of
advice. World Vision therefore believes that cross-cutting issues such as
land reform, HIV/AIDS interventions and gender should feature more
strongly within that advice. Expanding the range of policy options should
also include exploring alternatives to policies that have proven to be un-
helpful in the past, particularly user-charges and privatisation.

Rethinking the Macro-economic Framework — The IMF review of its stream-
lining of conditionality was remarkable for the fact that the streamlining
has addressed only the quantity rather than the quality of conditionality
(and even in this regard it has not been a great success). The IMF should
move to a target-based approach to conditionality based on medium-term
policy rather than short-term attempts to direct the main instruments of
economic policy.

The international financial institutions must also prove themselves
willing to support, politically and financially, heterodox approaches to pro-
poor development, drawing on experiences in areas where poverty has
successfully been reduced. The range of policy options available to devel-
oping countries must not only be increased but also the greater freedom
that is created should be clearly communicated to the states involved.

Rights — PRSPs should be rights based. As a step towards this goal, all PRSPs
must recognise the role of rights within governance and institution build-
ing. PRSPs addressing the issue of judicial and law-enforcement reform
should specifically include objectives relating to improved ability for the
poor to have recourse to law. Training for law-enforcement agencies in the
needs of children in especially difficult circumstances should also be a
feature of all PRSPs.

Resources

Immediate Action on Government Capacity — The World Bank and the IMF
have a clear responsibility to be more active in capacity-building key parts
of state structures. This should also be extended to organised capacity-
building for national level civil society that goes beyond occasional work-
shops and specialist websites. The need to strengthen public expenditure
management systems also means that public expenditure reviews and the
pressure to identify “unproductive” resources should in the short term be
treated with extreme caution. Further work is also needed to assist with
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participatory monitoring and evaluation. Equally, governments should be
encouraged to use realistic growth and tax receipt projections that include
some alternative policy options to enable adaptation to better or worse
performance.

Advocacy on Resources — The IMF and the World Bank must greatly in-
crease their advocacy for increased development resources from the North.
Continued calls for northern trade liberalisation are also important. The
World Bank and the Fund should also make clear the insufficiency of HIPC
and the need for substantial increases in the level and extent of debt relief.
Debt relief should be increased based on a realistic analysis of economic
conditions in a country, not simply “cookie cutter” donor prescriptions such
as debt-sustainability analysis.

The PRGF - There is a serious question as to whether the IMF is equipped to
manage effectively a lending instrument such as the PRGFE. Early signs are
that action is needed to make the PRGF concessional, more appropriate for
development, better linked to PRSPs and less focused on stabilisation; with-
out such action the PRGF will be no more successful than approaches (such
as PFP and ESAF). Increased accountability and transparency are also needed
at the World Bank and the IMF to foster public confidence in their commit-
ment to participatory processes and country ownership.

With action on these problems of process, content and resources, sub-
stantial further progress can be made in the development of PRSPs. The
steady production and implementation of high-quality and high-impact
strategies will do much to allay an array of critics. The chances of success
for even the best PRSPs will continue to be undermined by OECD states,
however, if they do not face up to their own responsibilities with regard to
the surrounding context issues. OECD countries need to ensure that macro-
economic conditionality is reformed, northern markets are opened, capac-
ity is built and resources are made available.
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Wendy Phillips

All for Naught?
An Analysis
of Senegal’s PRSP Process



ocated in the hub of West Africa, Senegal is endowed with a rich
cultural heritage, significant domestic resources and choice access
to foreign markets. Like many other developing countries, however,
progress in Senegal has been stunted by over-reliance on the production of
a few primary commodities like peanuts. The last three years have pro-
duced solid growth rates, averaging around 5 per cent, and relatively low
inflation rates. In spite of this, Senegal is one of the poorest countries in
the world, with a per capita income of US$510 in 1999. In recent years in-
ternational aid to Senegal has declined significantly. This situation is made
worse by the growing population, resulting in a steady decline in aid per
capita, which in 1999 sat at a meagre US$57.50 compared to nearly US$80
in 1995.* Social indicators bare the scars of poverty: 53.9 per cent live below
the poverty line.? In general, over half the population is illiterate. A closer
look reveals that illiteracy rates are significantly higher among women than
men: over 70 per cent of women are illiterate compared to just under 50
per cent of men.?
Itis important to remember that these statistics reflect the lives of real

people. As one member of civil society explained:
The situation in Senegal is hard. Many people are very poor but they

are proud and do not want to show their poverty. Often a family

owns only one good shirt. One man will go to work in the morning

Wendy Phillips is policy analyst for global economics with World Vision Canada.
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wearing the shirt, wash it that afternoon, and his brother will wear it
out that night.

The task of the Poverty Reduction Strategy Papers (PRSP) is to move beyond
statistics in order to define a strategy that will concretely improve the lives
of the poor.

Analysing the Poverty Profile

For Senegal, producing up-to-date data for the PRSP that reflected the cur-
rent poverty dynamics proved a challenging task. In fact, preliminary analy-
sis for the PRSP was based primarily on data gathered in 1994 from the
ESAM I (Enquéte Sénégalais Aupres des Ménages) comprehensive house-
hold survey. Fortunately, however, in some individual sectors more recent
data was available. Although the provisional final PRSP* includes up-to-
date statistics gathered from comprehensive surveys conducted in 2001
(such as ESAM 1I), it is significant that this data appears not to have been
available through the consultative process. As late as November 2001 the
Senegalese government was confronting the possibility that it would have
to delay the entire PRSP process because of a lack of funds to complete the
second household survey.” Despite these challenges, analysis for Senegal’s
PRSP does shed light on the significant social, and economic impediments
facing the country.

Debt: Still a Significant Burden

Debt is a major obstacle in poverty reduction. This is a central conclusion
drawn in Senegal’s provisional final PRSP. For Senegal, debt relief trans-
lated into a mere 18 per cent reduction in the net present value (NPV) of
the country’s debt burden, equivalent to about US$450 million. In 1999,
even with some debt relief, of a total gross domestic product (GDP) of US$4.8
billion, Senegal spent US$237.3 million on debt servicing.¢ The World Bank
and the IMF are among the primary benefactors from Senegal’s debt re-
payment: the country owes about 43 per cent of its debt to these institu-
tions.” Research by Jubilee Plus and the New Economics Foundation has
drawn attention to the fact that, even with the reduction, the country will
be paying out more for debt servicing by 2018 than it is today.? This situa-
tion is unsustainable and points to the insufficiency of debt relief commit-
ments by IFIs (international financial institutions).®
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Weakened Agriculture and Rural Poverty
Analysis of Senegal’s poverty profile presented in the provisional final PRSP
suggests that addressing poverty lies in promoting agricultural diversifica-
tion and related infrastructure development. In 1994, 60 per cent of the
people lived in rural areas, and 80 per cent of these live on less than US$2
per day, most relying on agriculture for livelihood.” In-country data pro-
duced for the PRSP from the IMF suggests that agricultural production has
steadily declined to less than 10 per cent of the GDP." Interestingly, World
Bank data indicates that agricultural production has not varied significantly
between 1980 and 2000 and pegs the value of agriculture production at 18.0
per cent of GDP for 1999. Nevertheless, it remains significant that agricul-
tural production, marked particularly by the plethora of small farmers sell-
ing peanuts and a variety of fruits like mangoes and avocados along the
roadside, is the main livelihood of the rural poor.

Although addressing the shortcomings in agriculture figures heavily in
the country’s PRSP, a strategy based on agricultural diversification raises
critical questions that are not yet covered in the PRSP:

e Senegal’s liberalisation commitments as part of the West African
Economic and Monetary Union are likely to have short-term costs
for the agricultural sector and will decrease significantly the rev-
enue available to the government.??

e Increased competition in the sector that the government is attempt-
ing to develop and a decreased revenue base to finance this develop-
ment should be significant concerns. How is the Senegalese govern-
ment intending to manage this transition, and how will this be
factored into an agricultural development approach?

e Furthermore, at the World Trade Organisation level, agricultural prod-
ucts still face significant barriers when entering foreign markets,
particularly processed goods with higher tariffs — the same goods that
would likely be at the heart of an agricultural approach to develop-
ment. How will this critical issue be addressed?

Beyond the weakness of the agricultural sector, the Senegalese profile of
poverty makes clear that the rural poor are less educated and have de-
creased access to clean water and health services. Further analysis reveals
that government expenditures do not reach the poorest groups.

In education, in 1994, the poorest 20 per cent of the population, who
are responsible for 28 per cent of children between the ages of seven and
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twelve, only benefit from 16.8 per cent of public spending. In comparison,
the richest 20 per cent, who are responsible for a smaller percentage of
children, benefit from more of the public expenditure (17.8%)."* This situa-
tion has concrete social consequences. Many of the poorest children who
do not receive education become beggars who often line the streets of the
capital city, Dakar, selling small trinkets or simply asking for money. Some
become involved in juvenile delinquency.* Clearly if PRSPs are about tar-
geting government programmes to address the needs of the poor, rebal-
ancing and increasing expenditures in education is critical.

The story is similar in the health sector. A woman in rural Senegal is
poorer than her urban counterpart. As a result, she has less economic op-
portunities, tends to marry sooner and receives less education - including
education on reproductive health issues. As a result, maternal mortality
rates in rural settings are more than double those in urban settings (950
per 100,000 compared to 450 per 100,000).* Yet public expenditures highly
favour the urban areas. Forty-eight per cent of the health budget is spent
in Dakar, where the poverty level is relatively low at 24.7 per cent. In com-
parison, only 3 per cent of the budget is spent in the region of Kolda, where
poverty levels reach 86.6 per cent'® and 1200 per 100,000 women die from
childbirth.”

Based on the PRSP analysis done in country, a clear priority emerging
from this broad stroke picture is that poverty reduction must address the
needs of the rural poor. The documentation produced for the PRSP process
suggests expenditures that touch the needs of the most vulnerable groups
(both rural and urban) and sets goals in key sectors.

Although the emphasis on vulnerable groups is appreciated, there is a
lack of detail on how progress towards these goals might be achieved and
measured. For example, one educational objective is to correct disparities
in gender. The provisional final PRSP goes into detail on related principles
to guide its approach to education; it is vague, however, on specific steps
and only references large international goals and not specific interim mea-
surable goals differentiated by gender.’® These types of measurable indica-
tors will be key in monitoring the progress of the PRSP and should be in-
cluded in the PRSP.

The need to address the disparity between rural and urban areas re-
quires careful consideration in the PRSP. As well as an urgent need to im-
prove the provision of services in rural areas, there continue to be needs
in urban centres as well. How will the government manage the need to

Masters of Their Own Development?



improve both simultaneously and reduce the disparity between them? The
success of an agricultural approach to development will depend on how
this question is addressed, as well as other factors. An agricultural strategy
assumes that people will continue to pursue rural livelihoods and not leave
rural areas because of better services available in cities. The provisional
final PRSP does not fully tackle this issue.”

A Troubled Process

Under Duress: The Role of Time Constraints
Time pressure threatens to undermine significantly the value and quality
of the Senegalese PRSP.

Among a sample of participants in the PRSP process in Senegal — gov-
ernment, civil society and donors alike - time constraints were identified
as the most restricting factor in the formulation of Senegal’s PRSP.? The
Senegalese I-PRSP (interim PRSP), a remarkably brief document, gained
approval from the Bank and the Fund in June 2000, and the suggested date
for final submission was December 2001. At the beginning of World Vision’s
research project in February 2001, the process was already delayed. At that
time an initial framework for the PRSP process was depicted in the follow-
ing chart (see page 52).

In actuality, this time table was compressed by six months, and the
launch of the PRSP process took place at the end of June 2001 instead of in
January 2001. As a result, many of the critical components of the PRSP pro-
cess were condensed into July and August, and the synthesis of all the
findings from the process into a draft PRSP was done in a mere fifteen days
in November for the final validation seminar in December. Drafting of the
PRSP in such a short period of time left significant questions (such as those
raised above) unaddressed in the provisional final PRSP.

The delay in the PRSP process has been attributed to a number of fac-
tors. An official reason given is “difficulties experienced in funding a num-
ber of field surveys”.?! Unofficial speculation suggests different reasons.
Some highlight the fact that there was a change in government between
the submission of the I-PRSP and the beginning of PRSP process, while oth-
ers suggest that the government struggled to find a department with the
capacity to carry out the PRSP. Despite the fact that concerns about the
delays were voiced from within and outside the Senegalese government,
the government remained committed to the December submission date.
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This fact prompts two critical questions: What constraints prevent the gov-
ernment from taking more time? How will these time constraints affect
the quality of the PRSP?

Some sources suggest that the Bank and the Fund pressured the gov-
ernment to accept the proposed deadline (December 2001). Others disagree,
pointing out that the IFIs have been strict observers of the PRSP process,
and that the submission date is flexible. Another hypothesis is that the
government’s desire to adhere to the deadline resulted from political pres-
sure; as a new administration, the Wade government faced increasing po-
litical pressure to bring about change in the country, including pressure to
deliver on its promise to address poverty. Some critics may suggest that
the IFIs are naive to think that if countries formulate the time line and
content of a PRSP themselves the institutions are not influencing the pro-
cess. The fact is that the political and economic leverage of the IFIs does
not give governments, such as that in Senegal, the unilateral latitude to
extend the process. The impact of the time constraints has touched every
level of the PRSP process.

A key component of the PRSP process was the work of four thematic
groups responsible for elaborating on key themes relating to poverty re-
duction. The themes are (1) eradication of the manifestations of poverty,
(2) reinforcing the capacity of vulnerable groups, (3) wealth generation and
poverty reduction, and (4) the macro-economic framework and poverty
reduction. Due to the compressed time frame, each thematic group had
only about two months to formulate terms of reference, analyse findings,
and submit its final report to the government. Many commented that this
amount of time was not sufficient; as a result, the quality of the analysis
presented by some thematic groups was not very high. Some wondered if
this shortcoming would compromise the government’s ability to address
some of the challenges presented.

For example, as mentioned above, one of the central conclusions from
the PRSP poverty analysis was that transformation of the agricultural in-
dustry is key to economic development in Senegal. Several sources com-
mented that, although they did not disagree with this priority, there is a
lack of detail on how this is to be accomplished. To paraphrase one ob-
server,

The government has been talking about agricultural diversification
for at least ten years, but it has never come up with a concrete
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strategy, and that doesn’t appear to have changed with the PRSP.
Strategies are possible, but the government has not taken the time
to formulate them because it is in a rush. ... The PRSP is going to
end up like all the other strategies: a nice report sitting on a shelf
somewhere.

Time constraints also affected civil society participation. For example,
one opportunity for civil society participation was through regional con-
sultations to clarify the profile of poverty by consulting community lead-
ers and others in the ten regions of Senegal. Condensed consultations lim-
ited representation of some sectors of the population, particularly women
and women'’s groups. The sponsors of these consultations recognise the
significance of this limitation because of the unique perspective that women
bring to the analysis of poverty. Although significant attention was paid to
the gender dimension of poverty in the technical analysis of the profile of
poverty, this is not a substitute for the full participation of women.

Broad civil society awareness and participation was further confined
because the fifth thematic group, whose mandate was to manage the me-
dia campaign and reinforce the capacity of civil society, had not yet gotten
off the ground. Unlike the other groups, the government designated civil
society management of this group. In an already-delayed process, the ad-
ditional time that it took civil society groups to come to an agreement with
donors on the content and nature of the campaign means that it could not
get under way until January 2002.

The government was aware of the challenges facing the fifth thematic
group but showed less concern about this aspect than it did about prob-
lems with other thematic groups, who were asked to revise their work if it
was not satisfactory. A government official seemed to dismiss the impor-
tance of the delays in launching the public campaign, suggesting that the
government would simply wait for the group’s report. It is not unreason-
able to suggest that the government did not feel it was very important to
inform the public about the PRSP process.

Additionally, because many of the participatory meetings related to the
thematic groups were held concurrently, some civil society groups found it
difficult to participate. Such constraints hamper the quality of participa-
tion and, as one participant put it, “When everything is so condensed, you
get the feeling that consultation is an intellectual rather than an effective
exercise.”
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When both the quality of the analysis and the legitimacy of the pro-
cess are sacrificed for the sake of a deadline, what of worth is really left in
the PRSP?

Civil Society Participation

Senegal’s participatory process can be both applauded and improved. The
Senegalese government was prompted by both donors and civil society to
ensure that the process was broadly participatory. The government re-
sponded, despite some initial questions, by including a broad range of civil
society actors. Most groups asked were grateful for the opportunity to par-
ticipate in the PRSP and indicated that, despite other constraints, the op-
portunity to become involved was a hopeful sign for the future. Despite
this optimism one participant aptly expressed the reservation of many:

We are happy to see that the government is finally addressing the
question of poverty and consulting NGOs about it, but we wonder if
addressing poverty is not simply the latest fad. We have seen this be-
fore with the environment. For a while everybody was talking about
the environment and the government put a lot of effort into develop-
ing a great plan. Now we don’t hear anything about it but the problem
still exists. We hope that the same thing doesn’t happen with poverty.

In Senegal, the limited inclusion of traditional groups and village-level par-
ticipation was an element of concern raised by both donors and civil soci-
ety organisations (CSOs). Others commented that civil society participa-
tion should not stop at NGOs, who seem to make up the bulk of the
participants. In addition, elected officials appear to have played a very lim-
ited role during the formulation stage. Parliamentarians will only be offi-
cially included in the final ratification of the PRSP. These shortcomings are
worrisome considering that informal networks are often closest to the poor,
and including parliamentarians is an important step in creating account-
ability for the PRSP.

As several respondents pointedly observed, the timing of the consulta-
tion was also crucial. The central window for civil society input was during
the months of July and August, traditionally a time for both vacation and
cultivation. To paraphrase one civil society representative, “You can’t ex-
pect a farmer who needs to eat tonight to leave his fields to discuss strat-
egies that may alleviate his poverty two years from now.”
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The requirement for civil society engagement must be considered in
tandem with the capacity of civil society to engage. In-depth interviews
with a targeted group of eleven CSOs, eight of whom were well positioned
to influence the PRSP process through their strong or very strong involve-
ment, included questions about their perceived ability to influence the con-
tent as a result of their participation. None gave a strong positive answer.
In fact, one organisation that was involved at essentially all levels of the
process, including the steering committee, strongly disagreed that partici-
pation had resulted in influence.

One common concern was that when the PRSP process was launched
in June 2001, the government appeared with its analysis already prepared.
Furthermore, civil society was expected to comment on the analysis pre-
sented without having received it beforehand. Although it may have been
appropriate for the government to come up with a framework for dialogue
and analysis to use as a springboard for consultation, it is clear that the
Senegalese government should have made documentation publicly avail-
able before the launch. Some critics may be tempted to conclude that the
Senegalese government was not really committed to participation. More
important, however, the fact remains that this significant oversight com-
promised the ability of CSOs to become informed on the objectives of the
process and worsened the quality of the participation, not only at the ini-
tial launch but also throughout the thematic group discussions. Fortunately,
the government did attempt to correct for this oversight in the last stages
of the process by making the reports from the thematic groups and the
early drafts of the PRSP publicly available before the final validation semi-
nar in December 2001.

Civil society groups require a considerable degree of background knowl-
edge to contribute substantially to the PRSP process in Senegal. This obser-
vation was made by a number of CSOs involved in the process. Some fur-
ther hypothesised that the attrition rate from the participatory activities
reflected a lack of perceived relevance or understanding of the PRSP. One
group, which described its participation as marginal, commented that the
process seemed more geared toward large NGOs and did not seem geared
toward addressing its concerns. This perception influenced the group’s
decision not to become heavily involved. Interestingly, a group with a simi-
lar constituency that was highly involved in the process shared its col-
leagues’ scepticism toward the value of the process. It would have been
more effective for the government to begin to inform civil society before the
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launch of the PRSP rather than waiting for the launch of the PRSP and rel-
egating this responsibility to civil society through one of the thematic
groups.

One notable area of weakened civil society participation was on the
level of macro-economic policy discussions. All organisations consulted
on this point (donors, civil society and government) acknowledged that
civil society generally lacked the capacity to participate effectively on the
level of macro-economic debate. Building up the capacity of civil society
groups to understand the implications of macro-economic policy choices
is a critical need.

Despite these obvious weaknesses in the civil society consultation pro-
cess, a number of very positive initiatives have emerged as a result of the
PRSP. First, one NGO in partnership with other groups has received funding
to establish independent monitoring of the PRSP. The aim of this facility
will be to promote accountability and measure the progress of the govern-
ment in achieving the objectives of the PRSP.

Second, a number of groups commented that the PRSP process has cre-
ated momentum to work together and engage the government on poverty
issues. The delayed fifth thematic group, responsible for building civil soci-
ety capacity and promoting awareness of the PRSP, will likely become a
hub for this activity. At a recent meeting of a group of civil society
organisations involved in capacity building, one participant reportedly as-
serted, “The goal of the civil society is not to hold back the cause [of the
PRSP].” Another clarified: “We want to enrich and appropriate it through
concrete proposals and recommendations. We will also inform and seek
out diverse opinions from the many sectors of civil society.”?

Finally, although not directly linked to the PRSP process, UNIFEM has
launched a network designed to sensitise and promote advocacy of women’s
groups on the PRSP, among other issues. The network’s main focus is eco-
nomic development, and it specialises in developing the economic capac-
ity of women on both the micro and macro levels. This initiative feeds into
work already being done by Senegalese women'’s networks such as RASEF
(Reseau Africain pour le Soutien de I'Entreprenariat Feminin) and could
contribute to the need for economic analysis by civil society groups.

Whose Idea of Pro-poor?

Defining a comprehensive strategy for pro-poor development, which con-
sistently integrates social and economic policy objectives, has proved an
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illusive task. Senegal’s experience in the PRSP is no exception. One ob-
server remarked that a central weakness in the documentation available
to date on the Senegalese PRSP was the lack of connectivity between macro-
economic objectives, poverty reduction and specific social policy objec-
tives. The provisional final PRSP outlines priorities for agriculture-led growth
and priorities for health and education expenditures without examining
the relationship between them. Without this context some questions can-
not be answered; for example, how the predicted drop in government rev-
enue associated with the elimination of tariffs will affect the funding avail-
able for the social sector. If these details are not clarified, then social
priorities risk becoming an unrealistic wish list that will not be funded,
with resulting disappointment among groups who advocated for them.

Additionally, several donors and some CSOs observed that the govern-
ment appeared to have given little thought to the issue of policy coher-
ence. Although the provisional final PRSP does make reference to the New
Partnership for African Development (NEPAD), it is not at all clear how so-
cial priorities identified in the PRSP will figure into the NEPAD where a
central thrust is economic elements of development.

As one observer remarked, if the final PRSP leaves vast chasms not
addressed, like the linkage between economic and social objectives, policy
coherence, or the role of trade policy, these will be defined after the final
PRSP has been submitted, behind closed doors — where the voice of donors
and not the public is likely to be more clearly heard.

Country Ownership: In the Shadow of Giants

According to the IFIs, country ownership means putting countries in the
driver’s seat. Senegal’s PRSP process adds to the mounting evidence that,
although PRSPs may be developed by national governments, the power
dynamics that shape their content remain unchanged.

After the launch of the PRSP process, in a seemingly unconnected exer-
cise, the IMF conducted a review of a PRGF (Poverty Reduction and Growth
Facility) loan to the Senegalese government. This review resulted in the
“acceptance” of new conditionalities in order for the country to receive the
third instalment of the loan.?® The conditions included the privatisation of
two major state supported enterprises — one involved in the production of
Senegal’s staple commodity, peanuts, and the other responsible for the
supply of electricity. The need for the government to bail out these compa-
nies seems to be a primary motivation for privatisation. This trend seems

Masters of Their Own Development?



destined to continue under the initiative of the IMF to privatise no fewer
than thirteen of Senegal’s public enterprises.? Setting aside the details of
the loan for now, a few observations can be made.

The conditionalities of the loan and the process by which they were
agreed to mimic old-style relations between the Fund and government.
There seems to have been no attempt to harmonise the new conditions for
the loan with the forthcoming direction of the PRSP. As one donor agency
observed, it is likely that these conditions will affect the direction of the
government in pursuing strategies for growth and poverty reduction.

Discussions to determine the new conditions for the loan were private,
not public. If the PRSP process is based on the principle that civil society
participation is key to effective strategies for growth and poverty reduc-
tion, then the failure of the government or the Fund to insist on an open
process suggests that this principle has not penetrated deeply into the prac-
tices of either institution.

Critics of the PRSP will be quick to say that this example proves that
relations between governments and the IFI have not changed because of
PRSPs. Rather, it is the same old policies and practises with new names.
More to the point, however, the IFIs appear to be failing to uphold their
own prescriptions for poverty reduction. If the PRSP process is truly central
in shaping the direction and development of the country, PRGF condition-
alities should be negotiated within and not outside the process.

New loans and ODA (Official Development Assistance) are another po-
tential inhibitor of country ownership. An acknowledged premise of the
enhanced HIPC initiative is that the amount of money available through
debt relief is not sufficient to cover the costs of a PRSP. As a result, the
process is vulnerable to becoming donor driven through the back door.
Developing country governments face either overt or covert pressure to
pursue goals in a manner pleasing to donors. If countries risk going their
own way, priorities (Whether economic or social) that do not match those
of donors may become economically untenable.

One potentially contentious point in Senegal’s PRSP is to encourage,
among other initiatives, the involvement of the private sector to redress
some of the shortcomings in the health sector.?> One option that could be
considered is private provision of certain health services. However, one
observer commented, the privatisation approach is not uncontested in
Senegal. Depending on the approach taken, privatisation could fly in the
face of priorities highlighted by Senegal’s profile of poverty - for example,
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the need to provide increased coverage of health services to the poor, par-
ticularly in rural areas. The availability of donor funding may become criti-
cal in determining how this policy is pursued.

In situations like these, donors face a critical dilemma. If they do not
define their funding priorities until after the PRSPs are complete, recipient
governments may be forced into privatisation because they do not have
any other committed sources for funding. If, however, they choose to place
an emphasis on funding public health, for example, then they could be
accused of interfering in the priorities of the government. All agencies in-
volved in development, including NGOs, need to give these dilemmas careful
consideration if country ownership is truly to be respected.

Conclusions

The PRSP process in Senegal clearly suggests that reform of World Bank
and IMF approaches to poverty reduction, improvements to the PRSP pro-
cess and strengthened national democratic processes and institutions are
necessary if PRSPs are going to become pro-poor, country-owned strate-
gies for economic growth and poverty reduction.

The influence of the World Bank and the IMF on the PRSP process and
the direction of development remains firmly intact in Senegal. First, the
limited amount of debt relief is of considerable concern. Second, it is clear
that macro-economics is what matter to the Bank and the Fund; whether
through the conditions of PRGF loans or the stated fact that, even with a
PRSP in place, new loans will be granted only if the economic framework
satisfies IFI criteria, it is evident that the limits of country ownership are
set.

The Senegalese example starkly illustrates that the design of the PRSP
process puts constraints on the potential for developing an effective strat-
egy for poverty reduction. Time constraints and other factors have com-
promised the quality of both the participation and the analysis produced
for the PRSP in Senegal. This problem is only compounded by the difficul-
ties in gathering current data. If the rush for debt relief is compromising
the validity of the PRSP strategy, there is a clear need to reform the PRSP
process.

Additionally, Senegal’s PRSP points to the need for a more clear defini-
tion of pro-poor strategy. The vacuum that exists in defining a comprehen-
sive strategy that brings coherence to social and economic objectives means
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that “pro-poor” is likely to mean only neo-liberal economics with a few
dollars for social expenditure. This is hardly the fundamental shift PRSPs
were touted to be.

Senegal’s PRSP suggests that the goal of broad-based participation re-
mains largely illusory. Genuine ownership of the PRSP process requires a
fundamental shift in the relationships of power and accountability between
donors and recipient countries. This in turn requires strengthening na-
tional democratic accountability for the PRSP through broad based partici-
pation: NGOs, community-based organisations, individual citizens and
elected officials. The availability of debt relief cannot be contingent on the
long-term process of democratisation, but the PRSP process could be used
to begin strengthening democratic processes.
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Appendix A: Senegal PRSP Fact Sheets

Senegal PRSP Fact Sheets

Interim PRSP completed: May 8, 2000

PRSP process officially launched: June 2000

Anticipated submission of complete PRSP: December 2001

Ministry responsible for PRSP: Ministry of Finance

Responsibilities: managing participatory process, statistical gathering proc-
ess; co-ordinating work done by other government departments impli-
cated in the PRSP

Foundational documents for PRSP: 1997, Plan de Lutte contre la Pauvrete (Plan
for the Struggle Against Poverty)
e covers key sectors such as education, health and basic infrastructure
e builds on international commitments made at the Copenhagen

summit, 1995

Components of PRSP

Activity Co-ordinating Institution

Establish terms of reference Department of Finance

Conduct household survey (ESAM II) | World Bank Institute

Comprehensive statsitical analysis Centre de Recherch Economique
of poverty Applique (CREA) financed
through IDRC and CIDA
National launch of the PRSP Senegalese government financed
through GTZ
Perceptions of poverty survey UNDP
Media campaign and activities to GTZ

strengthen civil society capacity

Regional seminars to refine profile of | GTZ
poverty

National participation seminar for Senegalese government
the validation of the PRSP
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Groups involved in the PRSP

General groups

Specific civil society organisations

NGOs and CBOs
Unions

Women's organi-
sations

Religious groups
Media

Traditional au-
thorities

Universities and
research insti-
tutes

Traditional com-
municators

CONGAD (Council for NGOs in Support of Develop-
ment) and ENDA (Environment and Development in
Africa) represent NGOs

The National Council for Rural Dialogue and Co-or-
dinations represents producers

FAFS (Federation of Women's Associations on Sene-
gal) represents women's groups

CNJS (National Youth Council of Senegal) and OJP
(Organisation of Pan-African Youth) represent
young people's associations

Senegalese Civic League and African League of Hu-

man Rights are the umbrella group for human rights
organisations

CNTS, UNSAS and SYNPICS are national umbrella
groups for trade unions

Avenues for Civil Society Engagement

Initiative

Objectives

National launch
of the PRSP

Official launch of participatory element of PRSP

Civil society comments and revises PRSPS terms of
reference

Civil society comments on validity of survey para-
ments, including CREA and EASM II

Recommendations for future activities related to
PRSP

CREA survey

Validation seminar: national launch participants join
on-going thematic discussions on findings of survey

Perceptions of
poverty survey
(UNDP)

Qualitative survey of perceptions of poverty taken
from community level

Regional seminars
(GTZ)

Regional discussions intended to clarify profile of
poverty building on perceptions of poverty survey
Main participants: local community leaders and CBOs

National valida-
tion seminar

Surveys and consultations results compiled into
draft PRSP

Framework discussed by CSOs and government

Central opportunity for NGOs and CSOs to com-
ment on actual PRSP strategy before it is submit-
ted to government
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Economic Overview
Debt forgiven: 18% net present value, ~US$450 million
Recent growth trends: above 5%
Recent inflation trends: below 3%
Adults living below poverty line: 53.9% (based on 2400 calorie daily intake)

The World Bank, World Development Report, 2000

(Sample of data available on Senegal)

1995 1998 1999

Population, total (million) 8.3 9.0 9.3
Life expectancy at birth 51.5 52.4 NA
Mortality rate, infant (per 1,000 live births) 74.3 NA 67.3
Illiteracy rate, adult males (% of males 15+) 57.2 54.6 53.6
Illiteracy rate, adult females (% of females 15+) 77.0 74.2 73.3
GDP at market prices (current US$ billion) 4.5 4.7 4.8
GDP growth (annual %) 5.2 5.7 5.1
Exports of goods and services (% of GDP) 34.5 33.0 32.7
Imports of goods and services (% of GDP) 40.1 38.7 39.1
Trade (% of GDP, PPP) 20.6 19.5 19.3
Foreign direct investment, net inflows in re- 32.0 71.0 60.0
porting country (WDI, current US$ million)
Present value of debt (current US$ billion) 2.5
Total debt service (TDS, current US$) 281.1 321.0 237.3
Short-term debt outstanding (DOD, current 260.3 273.0 308.1
US$ million)
Aid per capita (current US$) 79.9 55.4 57.5
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Appendix B: Research Questions

Note: The actual questionnaire used was translated into French.

FOR: World Vision Research Project on the Poverty Reduction Strategy
Paper Process

MANAGED BY: World Vision

Mr. Mansour Fall, Special Programs and Public Relations, WVS
Ms. Wendy Phillips, Policy Analyst, Global Economics, WVC

Name:
Position:
Organisation:

1. I would describe my organisation’s awareness of and participation in the
Poverty Reduction Strategy Paper Process in Senegal as: (circle appropriate
response)

Very Aware and very involved
Aware and involved

Aware and slightly involved
Aware though not involved
Minimally aware

Not aware

2. With respect to the PRSP process, my organisation has participated in the
following elements: (check all that apply)

— Formulation of the Terms of Reference for the PRSP

— Thematic groups related CREA’s Comprehensive Statistical Analysis of
Poverty

— National Seminar for the validation of the results of CREA’s analysis

— The household survey (ESAM 11)

— The national launch of the PRSP

— The Perceptions of Poverty survey

— Regional Seminars to refine profile of poverty

— National Participation Seminar for the Validation of the PRSP

— Other (please specify)

3. Through my organisation’s participation in the PRSP process, we were able
to actively influence the content of the PRSP: (circle appropriate answer)

Strongly Agree Agree Agree somewhat Disagree Disagree strongly

Masters of Their Own Development?

65



66

Additional comments:

4. In your opinion, what is the most important factor in formulating an effec-
tive PRSP strategy? Has the PRSP process to date sufficiently reflected that
priority?

Is there a second priority that should also be addressed?

5. Are there any constraints facing the PRSP process in Senegal - if yes, what is
the most significant and how might it be addressed?

6. Do you feel that the PRSP process has enabled civil society to be an active
participant in shaping the new national strategy for poverty reduction and
that the PRSP has or will reflect this participation?

Thank you for taking the time to complete this questionnaire. Your answers will be
used to inform World Vision’s research project on the PRSP process. For the pur-
poses of this research, World Vision will make every reasonable effort to protect the
confidentiality of your responses to this questionnaire. Any direct citations will
seek the author’s express approval before publication. Please check below the most
appropriate response:

__ T authorise World Vision to use the information in this survey including the
name of my organisation in any publication associated with the World Vision Pov-
erty Reduction Strategy Paper (PRSP) Research Project. I am happy for my
organisation to be listed as a respondent provided that we are not directly cited in
relation to any specific quote or conclusion.

__ I authorise World Vision to use the information in this survey to inform the
World Vision Poverty Reduction Strategy Paper Research Project and any associated
publications. I do not wish my name or that of my organisation to appear in any
publication.
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Notes

1. World Development Indicators Database (July 2001). www.devdataworldbank.org.

2. Senegalese updated PRSP document (December 2001),sec. 1, p. 4. Data taken
from Questionnaire Unifié des Indicateurs de Développement de 'ESAM II.

3. Ibid., sec. 1,p.2

4. The term “provisional final PRSP” refers to the most recent publicly avail-
able version of Senegal’s final PRSP, which can be found at www.finances.gouv.sn/
dsrp. Senegal is in the final stages of approving its PRSP, though modifications are
still being made.

5. “Blocage de I'enquéte aupres des ménages — La Dps et I’Afds mis au banc des accusés,”
Wal Fadjri (Wednesday, November 14, 2001). Note that throughout this chapter ef-
forts have been made to clarify sources and dates of data cited and to note where
significant discrepancies exist between World Bank data and that produced by in-
country or other sources.

6. World Development Indicators Database.

7. International Monetary Fund, “Senegal: Recent Economic Developments,”
IMF Staff Country Rport no. 00/91 (Washington, D.C.: IMF, July 2000), 16.

8. See www.jubileeplus.org/worldnews/africa/senegal230201.

9. Detailed analysis of the shortcomings of the HIPC initiative have been done
by North South Institute, Oxfam and Jubilee Plus. See the bibliography at the end of
this chapter.

10. République du Sénégal, Diagnostic de la Pauvreté au Sénégal, Ministre de
L’Economie (2001), 8 (data taken from Enquéte Sénégalais Auprés des Ménages [ESAM
1], 1994).

11. Agriculture has declined from 10.8 per cent to 8.3 per cent of the GDP from
1994 to 1999 (see IMF, “Senegal,” 5). This data is also cited in Senegal’s provisional
final PRSP, sec.1.1.1, p. 15.

12. IME, “Senegal,” 41-47.

13. République du Sénégal, Diagnostic de la Pauvreté au Sénégal, 23 (data taken
from ESAM I).

14. Ibid., 18

15. Ibid., 26

16. Ibid., 32

17. Ibid., 26

18. See Senegal’s provisional final PRSP, sec. 4.2.1.1.

19. Ibid., sec. 1.1.1, p. 26.

20. For this research project a diverse but targeted group of people involved in the
PRSP process in Senegal were interviewed. These groups included members of CSOs,
NGOs, government and donor agencies. There were two phases of in-country re-
search (February-March 2001 and October 2001). World Vision Senegal (WVS), in coa-
lition with other CSOs, also participated in the formulation process for the PRSP (June
2001-present). WVS has been continually consulted in the production of this report.
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21. See “Letter of Intent, Memorandum on Economic and Financial Policies for
2001,” Technical memorandum of understanding (August 30, 2001), sec. G, p. 25,
available on the IMB website (www.imf.org).

22. Le Soleil (Dakar), “Lutte contre la pauvreté: La société civile sensibilise ses
members” (January 18, 2002). The quotation is directly from newspaper, though
translated by the author. The original can be found at www.allafrica.com.

23. See “Letter of Intent, Memorandum on Economic and Financial Policies for
2001.”

24. Plan initiated in 1999 by the IMF (see IMF, “Senegal,” 16).

25. See Senegal’s provisional final PRSP, sec. 4.21.2.
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Joe Muwonge, Beyene Geleta and Simon Heliso

Working Towards
an Ethiopian PRSP



overty reduction is the core agenda of Ethiopia’s current develop-
ment programme. Ethiopia was recognised as an HIPC (heavily in
debted poor countries)-initiative country and with this embarked
on preparation of its PRSP (Poverty Reduction Strategy Paper). As of August
2001, the debt burden of Ethiopia amounted to US$9 billion. This sum was
consuming up to 20 per cent of the country’s foreign exchange reserves to
service and remains a burden to the country’s capacity to address poverty.
This brief account examines the involvement of NGOs in the PRSP exer-

cise, which is still to be completed.

How Poor Is Ethiopia?

Ethiopia is characterised by overwhelming poverty. Ranking bottom in Af-
rica in overall growth (-0.6 per cent annually) and with a per capita income
of US$100 a year (1999), approximately 65 per cent of Ethiopia’s current
population size of 63.5 million lives in absolute poverty. Poverty in Ethiopia
is widespread and multi-faceted. Measured in terms of a minimum nutri-
tion requirement of 2200 calories per adult per day, and also including non-
food consumption requirements, an estimate from 1995/96 shows that 45
per cent of the population was below the poverty line.' Average calorie
intake was 1954 calories; life expectancy was 43 years, and it is projected

that this number will fall as the developing HIV/AIDS pandemic takes root.>

Joe Muwonge is senior policy advisor on Africa and multilaterals within World
Vision International. Beyene Geleta is manager for planning, research and advo-
cacy with World Vision Ethiopia. Simon Heliso is division director for capacity build-
ing with World Vision Ethiopia.
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In 1994 the infant mortality rate and child mortality rates were 118 and
173 per 1000 respectively, and maternal mortality was 700 per 100,000. The
illiteracy rate in 1995 was about 77 per cent for females and 55 per cent for
males. Gross primary education enrolment was estimated at only 23 per
cent of primary age children in 1999.

This extreme poverty is exacerbated by the periodic crop failures, due
primarily to changes in weather conditions, which lead to high variance in
the levels of essential food consumption. Information generated from a
health and nutrition survey in 1998 found that 60 per cent of household
income was spent on food. The same survey also revealed that 52 per cent
of all children aged 3-59 months were stunted, and acute malnutrition or
wasting ranged from 6 per cent among children aged 3-5 months to 13 per
cent among those aged 13-23 months.? In general, rural poverty is higher
than urban poverty, as 80 per cent of the poor live in rural areas. However,
poverty is also widespread within the urban areas, the root cause being
under- and unemployment, which are generally felt to be high, though data
are lacking. The magnitude of poverty is more marked within the drier
pastoral areas of the country, especially in the south and east. Studies con-
ducted by the Ministry of Economic Development and Co-operation (1999)
have also shown that in general poverty levels increase from north to south.

How It Is Performing
For much of the 1990s Ethiopia pursued a programme of economic reform
and liberalisation, which with sustained donor support enabled the gov-
ernment to focus spending on much-needed infrastructure and social
programmes. As a result, the macro-economic indicators of the performance
of the economy during the 1990s give an overall picture of a declining trend
of poverty. Gross domestic product (GDP) grew at an annual average rate of
5.5 per cent during 1992/93-1997/98, with sector growth rates of 3.4 per
cent for agriculture, 7.3 per cent for industry and 7.7 per cent for services.*
However, by the turn of the decade economic conditions deteriorated.
This was further exacerbated by the outbreak of a border conflict with Eritrea,
and the onset of a major drought in 2000, which resulted in famine in the
south of the country. Defence expenditure rose sharply from below 3 per
cent of GDP in previous years to an average of 10.7 per cent during the period
from 1998 to 2000. The gap on the fiscal and balance of payments fronts
widened markedly with deficits of 8.8 and 8.7 per cent of GDP respectively.
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The external imbalance was aggravated by adverse terms of trade follow-
ing the fall in coffee prices and the rise in the prices of petroleum, while
economic growth was further hampered by crop failures due to drought
which led to famine and a resultant standstill in the service sector. During
these two years the growth rate of GDP declined to 5.6 per cent, and the
rate of inflation increased to 4.3 per cent. A peace agreement with Eritrea
was signed in December 2000. Since then, the government has resumed its
reform efforts and reconfirmed its commitment to poverty reduction within
a framework of macro-economic stability. Real GDP growth in 2000/2001
was estimated to have been about 7.9 per cent, inflation turned negative,
and the external current account deficit fell to 4.9 per cent of GDP, down
from 5.2 per cent the year before.

Preparing the I-PRSP

According to the independent NGO InterAfrica Group, the process of pre-
paring a PRSP goes back to the May 2000 election campaign. Part of this
electoral process involved extensive debate on development strategy. Par-
ticipating parties discussed their programmes as part of the election plat-
form through numerous public gatherings and meetings. After the elec-
tions government carried out further consultations with selected members
of the civil service, elected officials and professionals from the private sec-
tor. These consultations led to formulation and adoption of the second
five-year programme whose principal strategy was Agricultural Develop-
ment-Led Industrialisation (ADLI). ADLI was, in turn, the basis for prepara-
tion by the government of the I-PRSP, which was submitted to the World
Bank and International Monetary Fund (IMF) for approval in May 2000.

World Bank/IMF Views of the I-PRSP

In the view of the staffs of the World Bank and the IMF, contained in an
aide memoire and press release, the Ethiopian government’s I-PRSP con-
tained both strengths and weaknesses.

The weaknesses included failure to indicate clearly the relationship
between the poverty-reduction strategy and the policy metrics, targets and
indicators; failure to mention how implementation of the poverty-
reduction strategy would be monitored and whether the institutions to
undertake this would include civil society; failure to mention how the PRSP
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would be prepared and whether effort would be made to build broad own-
ership; and failure to include a more in-depth analysis of the poverty situ-
ation in Ethiopia. Furthermore, Bank and Fund staffs stated that, much as
it is proper to focus on agriculture to address poverty, the full potential of
this sector may not be realised without further reform, such as improving
the functioning of the agricultural input markets, overcoming implemen-
tation constraints in developing irrigation and improving infrastructure,
streamlining the land-lease policy, and improving legislation of agricul-
tural land. They also noted that, given the persistence of structural food
insecurity, a comprehensive food security strategy needed to be developed.
And, they commented, policy reforms were needed to remove hindrances
to the private sector. The strengths cited were; that overall the I-PRSP had
the necessary elements required and that it provided a sound basis for the
development of a fully participatory PRSP. Accordingly, the executive direc-
tors recommended that the I-PRSP be approved. Approval was granted and
with it US$112 million through the Poverty Reduction Growth Fund.®

Concerns of NGOs

At the April 2001 meeting of NGOs, several shortcomings were highlighted
with respect to the approaches made in the I-PRSP as well as its recom-
mendations. Chief among these was the fact that the I-PRSP was the prod-
uct of one stakeholder: government. Other stakeholders were not included
in its preparation. Hence NGOs viewed the onset of the exercise with some
reservations. There were fears that (1) the World Bank and the IMF could
become the ghostwriter of the PRSP; (2) the government would produce a
PRSP focusing only on things they knew both the Bank and the IMF favoured;
(3) NGOs and civil society would merely be informed rather than being
allowed to become effective participants. As the process unfolded, NGOs
were not sure whether their input would add value or whether the govern-
ment and the funding agencies would move ahead irrespective of their
comments.

Other NGO concerns related to the I-PRSP itself. There was a general
feeling that the I-PRSP contents were similar to the ADLI strategy, which
was sector specific and very deficient at that. Hence, relying so much on
this approach would limit the search for alternate strategies for addressing
poverty. In addition, the main thrust of the ADLI strategy was the emphasis
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on agricultural extension. ADLI did not incorporate other critical areas for
increasing agricultural incomes such as marketing and distribution. Fur-
thermore, although 60 per cent of the country is arid and facing major
environmental issues, the I-PRSP did not address the unique problems of
the pastoral communities. Nor did the I-PRSP accord significant attention
to such cross-cutting issues as HIV/AIDS and gender, although these oc-
cupy centre stage in the evolving poverty patterns in the country. Fur-
ther, the I-PRSP did not provide a clear timetable for the development of
the full PRSP, and the roles of various stakeholders were not clearly ar-
ticulated.

In order to make themselves heard and have an impact on the process,
the NGOs decided to organise in order to voice their concerns. Working
under the auspices of the CRDA (Christian Relief and Development Asso-
ciation), an umbrella agency for 192 NGOs out of a total of 370 with regis-
tration in the country, the NGOs arranged a two-day workshop during which
participants broke into eight panels and then made in-depth analysis of
the I-PRSP. Some of the recommendations made with respect to approaches
suggested in the I-PRSP for health, HIV/AIDS, gender, children and youth,
education, agriculture and natural resources, water, urban development,
and pastoralists are described below.

Health

In general, NGOs felt the I-PRSP covered a lot of crucial issues with respect
to health. But there was also a general feeling that the I-PRSP was not com-
prehensive enough for some sectors. For example, the I-PRSP talks about
the need to increase access to the poor, but this appears to be considered
only as it relates to physical infrastructure, neglecting quality, training and
staff development. NGOs recommended a number of measures which
should be included in the PRSP for purposes of improving health. These
include continuation of epidemiological surveillance, rehabilitation of ex-
isting health infrastructure, optimising human resource development and
retention, refining micro-planning, recognition of food and nutrition as well
as health as fundamental human rights, cost-sharing as well as provision
of free treatment for diseases like tuberculosis, sexually transmitted dis-
eases and infections, trachoma and leprosy, strengthening health-services
management and development, increasing the role of women in the pro-
cess, and assigning more resources to the sector.
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HIV/AIDS

The approach to HIV/AIDS was perceived as limited only to persons living
with AIDS and did not consider the impact HIV/AIDS is having on families,
individuals and communities. Noting that HIV/AIDS is a major detractor to
development,intensifying poverty even beyond those directly suffering from
it, NGOs suggested the need for more innovative and dynamic methods of
dealing with HIV/AIDS and with its consequences. In addition, proposals
need to be made in the PRSP for supporting persons living with AIDS, vul-
nerable groups and others affected by the pandemic. Consideration could
include giving those affected access to productive resources such as land
and credit so that they can enhance their productive capacities and thereby
preserve their dignity. Noting that most policies in the I-PRSP were drawn
up with little understanding of the true impact of HIV/AIDS, it was recom-
mended that efforts be made to harmonise policies and practices within
the PRSP with the reality of HIV/AIDS in mind, and that this process needs
to be undertaken at all levels of government from village to federal. Fur-
thermore, it was suggested that NGOs should lead by example, developing
clear and comprehensive policies on HIV/AIDS for their respective
organisations.

Gender

Noting that gender is one of the multidimensional aspects of poverty, the
general feeling was that this issue was not adequately addressed in the
I-PRSP. The NGOs agreed that there was a great gender disparity, as por-
trayed in education and health indicators, and that this indicated an im-
portant stakeholder had been left out. Women have borne more than their
share of poverty in any period of Ethiopian history, due to lack of empow-
erment and neglect of female-headed households. Women are at a real
disadvantage when it comes to access to land and capital and social as-
sets, and they are the worst sufferers of diseases like HIV/AIDS. This could
be alleviated by strategies that optimise women’s participation in political
processes and facilitate the development of women’s independent
organisations.

In order to improve conditions for women, it was recommended that
the country invest more in the household and market economies, and more
in girls education, including basic and reproductive health; strengthen
women'’s governance; facilitate women'’s acquisition of assets; and rou-
tinely compile statistical facts and indicators in a gender-disaggregated

Masters of Their Own Development?



manner. Noting that the I-PRSP was a document designed by men, it was
vital that in preparing the PRSP efforts be made to ensure that the voices
of the women are heard, voices of true representatives of the women of
Ethiopia and not those spoken through the voices of the World Bank and
the IMF. This in itself calls for steps to raise awareness on gender issues
amongst the community and involve the communities in the consultation
meetings to enrich the PRSP. Long-term goals within the PRSP should in-
clude more equitable allocation of resources and power and reduction of
the costs of development brought about by gender inequality. Priority needs
to be put on strengthening the institutions for the implementation of gen-
der issues and policies. At the same time it was noted that there was fertile
ground for establishing strong alliances and networks between government
and civil society on gender and poverty issues. NGOs could participate ef-
fectively in the implementation, monitoring and evaluation of such projects.

Education

As with gender, health and HIV/AIDS, the NGOs felt that education was not
adequately addressed in the I-PRSP, in particular, the issues of expansion
and quality. They noted the grim fact that over 49 per cent of primary school
age children were not enrolled in school; although the country had 834
kindergartens, total enrolment amounted only to 1.8 per cent of potential
demand. Furthermore, there are disparities in enrolment among regions
and between urban and rural areas. Hence the challenge of education is
how to mobilise the resources needed to make basic education accessible
to all; how to create a literate environment outside the school; and how to
improve the teacher-student ratio so that there is effective learning. The
recommendations made for the PRSP include paying due attention to adult
education as well as basic education in order to make literacy widespread;
systematically developing settlement patterns that would reduce the dis-
tance between hamlets in the rural areas and the educational facilities;
developing strategies that would address the problems of quality and quan-
tity; introducing alternative non-formal education; and improving the en-
vironment for NGOs and private-sector participation. With an improved
environment NGOs and the private sectors can put to full use their vast
expertise and resources and help in the task of transferring decision-
making power to local communities; encouraging church schools, religious
groups and other institutions to upgrade their education systems; review-
ing the current curriculum to make it more responsive to local needs and
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problems; ensuring that a change in government does not mean a change in
policy as well; setting a minimum standard for teachers competency in or-
der to break the cycle where those who have not been adequately educated
are made to teach others; and last but not least, making the teaching pro-
fession more attractive.

Agriculture/Irrigation and the Environment

The NGO PRSP task force commissioned an evaluation of on-going NGO
work in the sectors of agriculture and food security to generate recom-
mendations that would inform those preparing the PRSP. The results of
this work have contributed to NGO analysis of issues to be presented for
inclusion with regard to agricultural development. In short, these studies
suggested that peasant agriculture can be transformed, and hence a marked
decrease in poverty can be achieved, if appropriate policy-driven changes
are implemented in agricultural extension systems. It has been clearly
shown that agricultural development strategies which are area specific,
potential driven, farmer centred and community owned enhance the live-
lihood support systems in rural areas and are far superior in bringing
changes than the blanket extension packages being promoted by most of
the stakeholders.

Who Are the Major NGO Actors in Country?
The NGO task force on the PRSP, which currently has a membership of 20
NGOs, is co-ordinated by the CRDA; CRDA also serves as secretariat for the
task force. The task force was formed in June 2001 to draw up an NGO
perspective on the PRSP and devise a mechanism for ensuring effective
NGO involvement in the monitoring and evaluation of the PRSP. More spe-
cifically, the task force’s stated mandate is (1) negotiating with govern-
ment on how NGOs can best be involved in the process, and (2) co-ordinating
various PRSP initiatives in order to build an NGO perspective which would
in turn be presented to government as the NGO input into the PRSP pro-
cess.

This task force has been meeting fortnightly. Its tasks to date have in-
cluded:

e commissioning quantitative and qualitative studies on contributions
of NGOs in poverty-reduction work;
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e encouraging all member NGOs to take part in district (woreda) level
consultations and regional level consultations;

e conducting workshops on a number of cross-cutting issues includ-
ing gender, pastoral issues, democracy and governance, food secu-
rity, urban poverty, children, and HIV/AIDS;

e establishing formal relation with the national PRSP steering com-
mittee; and

e undertaking public relation and sensitisation activities with avail-
able communication media.

The information generated is being used to write an NGO perspective pa-
per on PRSP.

Members of the task force include Ogaden Welfare Society, World Vi-
sion, Christian Aid, Forum for Social Studies, Forum on Street Children in
Ethiopia, Agricultural Services Ethiopia, Ethiopian Economic Policy Research
Institute, Oxfam GB, Ethiopian Catholic Secretariat, InterAfrica Group, Ger-
man Agro-Action, Ethiopian Women Lawyers Association, PANOS, Progynist,
CARE, Ethiopian Rural Self Help Association, Pro-Pride, HUNDEE, Salem
Women Self Help Training and Production Centre.

It is World Vision’s view that engaging in the PRSP process is itself good
development practice. Such a process has merit, irrespective of debt is-
sues, because it encourages people to identify and examine their own prob-
lems and to consider what actions they can take in their own behalf. It is
primarily for these reasons that World Vision makes it a priority to engage
in the PRSP process.

Some Background on Civil Society

The origins of NGOs in Ethiopia date back to the 1930s when several groups
were established to support people in the wake of the Italian invasion.
However, many of these were small and did not go beyond the role of
providing safety nets to those displaced. International NGOs came on to the
scene largely in 1970s and 1980s as a response to the famine. Famine cata-
pulted NGOs into a highly prominent role as they visibly provided hundreds
and thousands of people with the means for survival. When famine ended,
many international NGOs stayed on and transformed what had been emer-
gency relief programmes into development programmes. In this effort lo-
cal NGOs as well as church affiliates were also significant players.
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During the 1974 famine, groups which engaged in relief operations
formed an umbrella group - the CRDA - organised by a coalition of largely
Catholic charities. Under this umbrella agency collaboration with govern-
ment was encouraged and occurred through the Relief and Rehabilitation
Commission, which later became the Disaster Prevention and Prepared-
ness Commission.

With the collapse of the Dergue regime (the communist regime that
ruled Ethiopia for much of the 1970s and 1980s, and during which most
liberties were suppressed), NGO operations increased significantly in num-
ber and also expanded into several sectors as opposed to relief only. The
270 registered NGOs in 1998 quickly grew to 330 in 2000 and 458 in 2001.
Some 242 of these are local, and 216 are international.

Presently NGOs provide assistance in many spheres including agricul-
ture, community development, education, environment, health and nutri-
tion, water supply and sanitation, leadership training, credit, integrated ru-
ral development, and services to the vulnerable (street children, the elderly
and women). Some NGOs are engaged in HIV/AIDS and capacity-building of
other NGOs. Roughly 19 per cent of the NGOs are involved in health, and a
further 10 per cent in integrated rural development. The target groups com-
prise the poor and vulnerable, with concentration in the marginalised ar-
eas of the country. As of 1998, according to CRDA, the 576 projects operated
by NGOs were benefitting an estimated 26.5 million Ethiopians. Of the
projects 40 per cent were in health and 28 per cent in rural development.®

Again according to CRDA, the 576 development projects involved an
investment of 2.57 billion Birr and NGOs were implementing multi-sectoral
projects worth 3.57 billion Birr. Furthermore, NGOs are a major conduit of
funding, as a significant proportion of donor resources are disbursed though
NGOs. For instance, in 1998 NGOs were the recipients of 20 per cent of the
total aid from the European Union. NGO share of emergency food to Ethio-
pia ranged from 14 per cent in 1996 to 37 per cent in 2000, with the average
over five years being 30 per cent - a total of 896,000 metric tons of food. For
example, World Vision Ethiopia and Catholic Relief Services distributed
61,894 and 63,230 metric tons respectively to the needy households in the
form of food for work and relief supplies.”

The country has been going through major political changes, some with
great significance for the development of an NGO engagement strategy. The
unitary structure through which Ethiopia was governed for centuries has
been changed. A federal system is being instituted. The age-old structure of
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provinces, districts and villages has been modified. The provincial struc-
ture has been dissolved and has been replaced by a structure of states that
coincide with broad ethnic entities. Each of these has its own government.
Within each state are ethnic zones, then districts and then villages.

The key action areas for NGO engagement are the state and village
levels. Most NGOs have effective presence at the village level in those areas
where they work, and several have presence at the district level. Most NGOs
have not yet established presence at the state level, the critical level at
which intra-state operational decisions are made.

PRSP: The Formal Consultations

As NGOs were organising themselves for effective participation and input,
the PRSP process was officially launched on August 16, 2001. In its launch
the government stated that the process would involve levels of consulta-
tion within the existing institutional setup. Consultation of citizens would
be made at all levels of the analytical process and would extend from dis-
trict to regional and ultimately to national level. Participants would be drawn
from all spheres of society with the objective of giving voice to the poor.
Participants would be drawn from political parties, knowledgeable indi-
viduals, and civil society organisations. The objective would be to solicit
their input in understanding the nature and causes of poverty; explore
public action to tackle poverty; set priorities for public action, including
public expenditure; articulate the role of the private sector in poverty re-
duction; assess the implementation arrangement; identify the monitoring
indicators; and monitor and evaluate the strategy.

To facilitate the consultation, the government would issue a frame-
work document (in the local language) together with two other documents:
the second five-year development programme, and the I-PRSP. The former
sets the direction of policies and programmes for medium-term economic
growth (broadly derived from the long-term strategy of ADLI). The latter
sets the building blocks for poverty-reduction strategy. These documents
would be circulated ahead of time so participants could form an opinion
on their contents and develop their own ideas on poverty reduction. The
federal government would be responsible for the planning and co-
ordination of the process and for preparation of the strategy document.
The general public would be represented in the consultation at district level.
The pillars of the PRSP as presented by the government for discussion would
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be food security, democratisation and governance, decentralisation, and
capacity-building.

It was anticipated that at least 5,000 participants would take part in
the district consultations; or roughly 50 participants from each of the 100
woredas selected to participate in the consultations. The selection would
be such that the participants at the woreda level include those drawn from
the five most vulnerable groups of society (rural poor peasants, urban unem-
ployed, women, youth and the elderly). In addition, civil society
organisations would also participate and would include rural peasant as-
sociations, co-operatives, urban kebele associations, religious institutions,
trade unions, NGOs, political parties, academic and research institutions,
the private sector, media and donors. Since then, it has been reported that
the number of participating woredas has increased to 115, in part to en-
sure representation from the pastoral communities.®

The timetable set for completion of the entire process was as follows:

September 13-15 district level consultations in all regions
November 1-4 regional level consultation
December 17-20 federal level consultation

All consultations would end by January 2002. In March a draft PRSP would
be produced. May was set as the target date for submission of the com-
pleted PRSP. As of December 1, only one region and one city administration
had completed the district level consultations and were preparing for the
regional level consultations. Hence, adjustments have been made in the
schedule, and it is now left up to each region as to when it will complete its
respective district and regional level consultations.

General Impressions

It is still too early to state what the outcome of the consultations will be in
terms of preparing a PRSP in which all stakeholders have participated.
However, those familiar with Ethiopia indicate: (1) public consultation by
the government is a new experience. It gives a chance to government to
learn the importance of public contributions; (2) The consultation pro-
cess is itself good development, encouraging people to consider their own
problems and what actions to take; (3) the consultation exercise adds
significance to government’s emphasis on poverty as a matter of policy;
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(4) there is interest and enthusiasm by NGOs to participate and provide
meaningful input into the exercise. However, for this to be meaningful,
more time is needed, especially for the woreda-level consultations.

Recent World Bank/IMF Moves

More recently, the IMF and the World Bank’s IDA announced that Ethiopia
had taken the necessary steps necessary to reach its decision point under
the HIPC initiative. Hence the HIPC debt relief from all of Ethiopia’s credi-
tors would amount to approximately US$1.3 billion in net present value
terms or 47 per cent of Ethiopia’s total official debt after traditional debt
relief (corresponding to US$1.9 billion in debt service relief over time). As
a result, the net present value of debt-to-exports ratio would be cut from
350 per cent to 150 per cent (at decision point), and even further over the
next decade. Based on current projections, the net present value of debt-
to-export ratio is expected to rise somewhat above the 150 per cent thresh-
old during three to four years following completion point due to high but
essential levels of borrowing to help finance post-conflict reconstruction
and rehabilitation. The savings resulting from HIPC would amount to about
US$96 million per year on average until 2021. Debt service as a percent-
age of exports would be cut by more than half, declining from 16 per cent
to 7 per cent by 2003, and declining thereafter to less than 4 per cent by
2021272

Notes

1. Ethiopia Interim Poverty Reduction Strategy Paper 2000/2001-2002/2003, 3.

2. World Bank, World Bank Development Indicators: Ethiopia at a Glance (9/18/01)
(Washington, D.C.: World Bank, 2000). Also available on CD ROM. Washington DC.

3. According to UNAIDS (2001) approximately 10.6 per cent of the adult popu-
lation of Ethiopia were living with HIV/AIDS in 1999. Thus Ethiopia ranks third after
South Africa and India in the number of people living with HIV/AIDS.

4. International Monetary Fund press release no. 01/45 (November 12, 2001).

5. International Monetary Fund press release no. 01/11 (March 20, 2001).

6. Christian Relief and Development Association (CRDA), Annual Report; see also,
idem, “NGO Contributions to Food Security in Ethiopia,” CRDA interim report (Addis
Ababa, Ethiopia: September 2001), tables 3.1, 3.2, 4.1a, and 4.1b.

7. Ibid.

8. InterAfrica Group, PRSP weekly brief no. 08 (November 26, 2001).

9. International Monetary Fund press release no. 01/45 (November 12, 2001).
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1998 Facts and Figures About Ethiopia

Total population 63.5 million
Area (square kilometres) 1.14 million
Rural population 83.3%
Urban population 16.7%
Population with income < US$1/day 31.0%
Population with <2200 calories/day

and other necessities 45.5%
GDP share of industrial sector 6.7%
GDP share of agriculture 49.8%
GDP share of service sector 43.5%
Total external debt 10.4 billion
Long-term debt 9.6 billion
Access to safe water (% of population) 27%
Adult literacy rate 36.3%

Gross primary school enrolment (1997) 35.2%

Ethiopia is said to rank third in the world for HIV/AIDS cases.

Members of the NGO PRSP Task Force

1. Action Aid - Advocacy and integrated development
2. Agri Service Ethiopia - Integrated development
3. Christian Aid - More on advocacy
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Ethiopian Catholic Secretariat — Church and integrated development
Ethiopian Economic Policy Research Institute — Economic research
Ethiopian Evangelical Church Mekane Yesus — Church and development
Forum on Street Children - Issues of children

Ogaden Welfare Society — Pastoral issues as well as Somali related
Oxfam-Great Britain - Advocacy and integrated development

PANOS - Pastorals issues

. ProPride - Urban issues with particular interest in HIV/AIDS
. Salem Women Self Help Training and Production Center — Gender
. World Vision Ethiopia - Advocacy and integrated development

Forum for Social Studies - Social research
Hundee (a local NGO) - Integrated development
Inter-Africa Group — Advocacy

. Ethiopian Women Lawyers Association (EWLA)- Gender-related advocacy
. Women in Self-Employment — Gender-related economic issues

German Agro Action — Advocacy and integrated development
Christian Relief and Development Association (CRDA) - Umbrella
organisation for NGOs
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Kelly Currah

Process Before Strategy:
Planning a PRSP for Cambodia



n 1999 the World Bank and the International Monetary Fund (IMF) jointly

launched the Poverty Reduction Strategy Papers (PRSP) and the Poverty

Reduction Growth Facility (PRGF) (the renamed Enhanced Structural
Adjustment Facility [ESAF]), which would surpass old lending instruments.
In the case of Cambodia, the process is halfway complete, but a review of
the progress so far reveals a disappointing performance which does not
bode well for the full PRSP, which is yet to be undertaken. Evidence shows
thatinstitutional objectives are creating an atmosphere of competition and
rivalry amongst the development banks. The World Bank has stalled over
making alliances with other development actors to devise one plan for
implementation. Instead, it is rushing to get its product into the market -
foregoing the customisation of the strategies it promised the poor.

Indeed, the process of the PRSP reveals the weakness of the Bank and
the Fund to handle adequately the co-ordination and long-term planning
that the strategies require, as they succumb to the pressures of out-per-
forming other lenders, or in the case of the Fund, refusing to participate in
any discussions that usurps its role as guardian of the macro-economic
framework.

The PRSP appears less a new instrument for building poverty-reducing
policies (although that may be an unintended by-product) than a way of
achieving the political and institutional objectives of the World Bank. An
article in the Phnom Penh Post concerning a contentious issue involving the

Bank stated: “Another of the Bank’s failings has been its attempts to deal

Kelly Currah is senior consulting adviser at World Vision International and an
associate at the New Economics Foundation.
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with an inherently political issue on a technical basis.”* Although James
Wolfensohn maintains the Bank must not get involved with the politics of
a country,in effect, the Bank and the Fund can dominate the political scene
in many developing countries, and the review of the PRSP process should
finally recognise that fact.

In addition to the internal needs of the Bank, the PRSP process is being
used in Cambodia to bolster the Bank’s lead in its competition with the
Asian Development Bank (ADB). This competition between poverty-
reduction strategies, sadly, does not mean a better product for the con-
sumer, in this case the poor of Cambodia, but is more akin to oligarchs
fighting for market dominance.

The process of the PRSPs in Cambodia seems to show that it is not a
new system, but rather the old system revised to look appealing to the
World Bank’s various stakeholders. Rather than living up to many of its
stated aims, the Cambodia experience shows that in some respects the
PRSP process has worsened the situation, leaving the government with even
less capacity to deal with the many demands of the World Bank.

Poverty Context of Cambodia

Like most of the PRSP countries, Cambodia is one of the poorest countries
in the world, with one of the lowest indicators on most measures of hu-
man development. The past three decades have been tragic and destruc-
tive. The Khmer Rouge regime of the 1970s destroyed most of the physical
and human infrastructure of the country, murdering the teachers, doctors
and civil servants. The lack of resources in the form of human capital has
made recovery most difficult. However, political stability is now slowly tak-
ing shape, despite a dip in 1997. There is a sound basis to build effective
policies that can reduce the endemic poverty in Cambodia.

Most Cambodians are unaware of the debate around the poverty-
reduction strategies and the statistics of the economy; they are merely try-
ing to survive in difficult circumstances. Poverty is evident in both the cit-
les and rural areas, with street children and wounded soldiers begging on
the street. Yet everywhere people are busy making a living by what means
they can, and the entrepreneurial spirit is strong. Too often economists
focus on the statistics and ignore the day-to-day evidence of growth, stag-
nation, or deterioration. However, in order to access the importance of a
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strong poverty-focused policy agenda, it is necessary to determine the state
of the Cambodian economy.

The Statistics

The growth rate in Cambodia was strong throughout most of the 1990s.
Growth reached 7-8 per cent in 1995-96 and between 5-6 per cent in 1999-
2000. According to the Cambodian Development Research Institute (CDRI),
the average growth rate for 1994-2000 was 4 per cent, which includes the
low rate of growth in 1997 and 1998 due to political unrest.

The main employment for Cambodia is agriculture, with over 77 per
cent of the population working in that area (compared to 18 per cent in
industry). However, industry, located primarily in Phnom Penh, comprises
37.7 per cent of the gross domestic product (GDP) compared to agriculture’s
42 per cent. The garment industry, which has expanded in the past seven
years, now accounts for 70 per cent of Cambodia’s total exports.? The travel
industry around the town of Siem Reap, near the temples of Angkor Wat,
has also expanded. This has created a divide between the urban dwellers
and those still subsisting in rural areas. Any projected strategy must tackle
this entrenched difficulty in the Cambodian economy.

Despite growth in industry, there is much poverty. With a total popula-
tion of 12 million, growing at 2.2 per cent annually,’ the GDP per capita was
estimated at US$260 in 2000, with poverty estimated at 36 per cent, up
from 34 per cent in 1994. The equity of distribution of wealth in Cambodia
is uneven, with the majority of the poor (84 per cent) living in rural areas.
Of the rural population, fewer than 5 per cent earn more than US$1 a day;
in Phnom Penh, slightly fewer than 30 per cent earn US$1 a day.*

Social spending is low, with an average of US$5 spent per person in
2000.This is the case despite the fact that the majority of Cambodia’s popu-
lation is below the age of 18. Further, poor health of most of the population
is due to malnutrition and the lack of inoculations of children.

Government revenues are still weak, and tax revenues are not suffi-
cient to meet its expenditure. Foreign aid makes up 17 per cent of nominal
GDP, equal to twice the domestic budget revenue. The international donor
community pledged US$548 million in aid to Cambodia for 2002 at the an-
nual consultative group meeting in Tokyo in June 2001. However, according
to IMF data, the actual aid disbursement from 1994 to 1999 was actually 60
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per cent of what was pledged.® In addition, the NGO community will spend
another US$55 million on projects in Cambodia.®

Cambodia’s Debt Position

The debt situation in Cambodia is complex. The IMF’s debt sustainability
analysis reports that Cambodia’s total external debt stands at US$2.2 bil-
lion, which equals 77 per cent of GDP and 207 per cent of exports. Accord-
ing to the Cambodian Country Assistance Strategy, prepared by the World Bank
and the IMF, 43 per cent of bilateral external debt is in arrears. The debt is
broken down as follows (note: short-term debt includes interest arrears on
long-term debt):

Composition of 1998 Debt (US$ million)
. IDA
Private o IMF
<1% 4%
Short the.r
2% lti-
rals
5%
157
. 67
Bilateral ]
82% multi-laterals 119
Bilateral 1,822
Private 3
Short-term 42

Source: World Bank and IMF, Cambodia Country Assistance Strategy, report
no. 20077-KH (February 7, 2000).

According to the report “debt service requirements on external and domes-
tic debt point to the conclusion that the high-level of government revenue
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devoted to servicing total debt represents a risk to the achievement of debt
sustainability.” The report adds that other factors, including the high de-
pendence on foreign aid, consessional loans and the reliance on the gar-
ment industry for external revenues increase Cambodia’s vulnerability.

The large amount owing to bilateral donors is a source of contention in
Cambodia. CDRI breaks down the debt owing into distinct time periods:
debt accrued before 1970, which equalled US$50 million but was resched-
uled in 1995 by the Paris Club to US$35 million; US$300 million borrowed
from the United States in the period 1970 to 1975; approximately US$1.4
billion (900 million rubles) borrowed from the USSR between 1980 and 1991;
post—1993 debt from the World Bank and ADB, estimated in 2000 to be
US$400 million.?

According to CDRI. the Cambodian government does not recognise ei-
ther Russian or American debts prior to 1991 and is in discussion with both
countries regarding the debt.® Interestingly, a draft of the Royal Govern-
ment of Cambodia’s Socio-Economic Plan II (SEDP II). published in March
2001, gives a total outstanding external debt of US$1.6 billion at the end of
2000, equal to 52 per cent of GDP. Of this debt, according to the SEDP II, 78
per cent is owed to two countries, 64 per cent to Russia and 14 per cent to
the United States.

World Bank and the IMF

Loans from the International Development Association (IDA) and the IMF
relate to the various concessional loans made in the past ten years. Cam-
bodia joined the IMF on December 31, 1969, and joined the IDA in 1970.
Other than borrowing from the IMF in 1971 and 1972, Cambodia did not
borrow from IDA until the 1990s. Since 1992, however, Cambodia has set up
eight IDA projects totalling US$268 million.

Currently, Cambodia is undertaking a three-year PRGF from the IMFE.
This is the second loan from the IMF. The first, 1994 to 1997, had, according
to the IMF, mixed results. The new loan, originally an ESAF, was renamed in
1999 with the introduction of the poverty focus at the core of the IMF’s
work. The total loan disbursement will be Special Drawing Rights (SDR)
58.5 million (approximately US$81.6 million).° The structural reform con-
ditions to the loan include improved customs and tax administration, mili-
tary demobilization, reform of the civil service, governance issues, and better
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use of forestry resources. The IMF recently completed its fourth review of
the PRGF in February 2002, after which the IMF board approved the release
of the fourth tranch of funds.

Plans and Strategies in Cambodia

Before any analysis of the PRSP process in Cambodia can be undertaken, it
is necessary to place the PRSP in the context of the social and economic
strategies currently in place in Cambodia. The strategies below are cross-
sectoral; there are, in addition, sectoral strategies.

RGC’s Triangle Strategy

This strategy is the long-term vision of the Royal Government of Cambodia
(RGC) as developed in 1998. The first side of the triangle is “building peace,
restoring stability and maintaining security for the nation and the people.”*
The second is Cambodia’s integration into regional bodies and networks to
establish normalisation of relations and improve inward investment. The
third is social and economic development.

Medium-Term Economic and Financial Policy Framework Paper (PFP)

This is a three-strategy paper drawn up by the Ministry of the Economy
and Finance with the assistance of the IMF. The current PFP runs from 1999
to 2002 and has many of the same objectives as the PRGF loan conditions,
including demobilisation, forestry policies, private sector development, poli-
cies for economic and social development, civil service reform and bank
reform.

Public Investment Plan (PIP)

This is a three-year plan prepared by the Ministry of Planning and sup-
ported by the ADB. The PIP, started in 1996, details proposed projects, in-
cluding their capital and running costs.

Medium-Term Expenditure Framework (MTEF)
This is another three-year plan, prepared by the Ministry of the Economy
and Finance with support from the IMF.

Government Action Plan (GAP)

The GAP is a strategic framework for the RGC to work within and identifies
actions critical to Cambodia’s near- and medium-term development. Currently,
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the GAP is focusing on legal and judicial reforms, civil administration,
decentralisation and local governance, public finance, gender equity, anti-
corruption, the military and natural-resource management.

This programme is close to the government’s own agenda and is re-
puted to be supported by the Canadian and European Union aid agencies.

SEDP I and II

The PRSP is the not first of such papers operating in the country. The SEDP
I, sponsored by the ADB, ran from 1996 through 2000. SEDP II, drawn up by
an external consultant who works within the Ministry of Planning and liases
with other line ministries, is currently being drafted and soon will be ap-
proved by Cambodia’s National Assembly. It outlines a five-year strategy.

The Interim PRSP Process (I-PRSP)

It is into this plethora of plans and strategies that the PRSP arrived.” It is
necessary to look at the role of the World Bank and the IMF in order to evalu-
ate their performance in the PRSP process in the Cambodian context.

When the World Bank introduced the I-PRSP, the RGC was in the pro-
cess of planning the SEDP II. It seemed obvious to the RGC to combine the
two documents in order to come to one process. The World Bank, however,
was uninterested in this plan and insisted on a separate process. The RGC
appealed to the international donor community at the consultative group
meeting in May 2000 held in Paris. However, its request for one strategy
document was not granted; the donor governments preferred to support
the World Bank. As a result, the RGC devised a timing plan whereby the
I-PRSP would be drafted between May to October 2000, followed by the SEDP
IT from October 2000 to April 2001, and finally the full PRSP to be drafted
from April 2001 to October 2001.%

Interestingly, despite its insistence on separate documents, the World
Bank does not give any resources to governments to draft the I-PRSP or
PRSP documents; it believes this ensures that the document is government
owned. The ADB, however, provides funding and a consultant to draft its
sponsored reports. It is widely known that the same consultant who drafted
the SEDP II also drafted the first draft of the I-PRSP document. However,
the World Bank rejected the first draft and sent a letter to the Ministry of
Economics and Finance, which is responsible for the drafting but not the
implementation, detailing where it wanted to see changes (this letter has
not been released to the public). As a result, the government appointed the
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widely respected Dr. Hang Chuon Naron, special economic advisor to the
prime minister, who, according to NGOs commentators, completed the
subsequent seven drafts of the I-PRSP.

There was a great deal of negotiation over the Ministry that should
handle the PRSP. Traditionally, the World Bank and the IMF** work with the
Ministry of Economy and Finance, while the ADB works with the Ministry
of Planning. The World Bank and the IMF were worried about the capacity
levels of the (Ministry of Planning) to handle the designed and implemen-
tation of the PRSP. However, they did concede on this point. After the I-PRSP
is drafted by the Ministry of Economy and Finance, it is to be passed to the
Ministry of Planning, which will draft the full PRSP.

The PRSP was started in May 2000 and completed in October 2000. Dur-
ing this time the NGO community was invited to meet with the RGC as
part of the consultation process. The invitations went to the heads of the
NGO Forum and the Cooperation Committee on Cambodia, both ex-pats.
The meeting took place in August 2000 and consisted of the RGC, donors
and the international financial institutions. The meeting was to review the
sixth draft of the I-PRSP. The NGO community had not yet held internal
consultations with civil society groups; these were planned for between
August to October. As a result, the two civil society representatives felt
unable to make significant contributions because their views might not
have represented the views of the wider NGO community.

Various NGO consultation went ahead, including a one-day workshop
on October 25, 2000. The results of the workshop were sent to the RGC to
review and include in the I-PRSP. Unfortunately, by the time they were re-
ceived, the RGC already had accepted the I-PRSP and sent it to Washington
for approval.

In a subsequent lunch meeting with donors, the World Bank and se-
lected NGOs, the NGOs voiced their opinion that the I-PRSP lacked partici-
pation from the NGO community. The World Bank representative disagreed
and in the subsequent joint staff review of the I-PRSP process in Cambodia
concluded that the I-PRSP process was widely consultative:

The process which underpinned the preparation of the I-PRSP was
an interactive and participatory one. . . . A number of drafts and re-
drafts were circulated. . . . At an early stage in the process, copies of
the draft were given to external partners. Several working group
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meetings were held, and the process has been open to the Parlia-
ment, external partners, NGOs, and the private sector.”

While this may be true, it ignores the extremely important detail that none
of the eight drafts of the I-PRSPs was translated into Khmer, the national
language of Cambodia.

The timing of the PRSP process was always controversial. The original
plan allowed for just over a year between acceptance of the I-PRSP and
finalisation of the full PRSP in December 2001, during which time the RGC
would be completing the other strategy paper. NGOs and the UNDP (United
Nations Development Programme) requested a delay in the process in or-
der to ensure that there was adequate consultation and participation on
behalf of civil society and the poor. The Bank, however, was inflexible and
up until April 2001 insisted on the original date.

It became increasingly apparent that the timing of the SEDP II was slip-
ping and that it would not make the April 2001 deadline. At that point the
World Bank agreed with the RGC to a new date for the full PRSP, December
2002. Some argue the World Bank did not want the PRSP to come into the
process too long after the launch of the SEDP II. Now that that was delayed,
the Bank was happy to delay its own strategy.

Officially, the two documents will complement each other. The SEDP II
will be the overarching strategy which will set the vision for the country,
while the PRSP will become the operational medium-term vision which
will be the poverty focus of the strategies. According to the World Bank,
this alignment of the documents necessitated the delay of the full PRSP.1¢
In order to accommodate the ADB on this decision, the PRSP in the Cambo-
dian context would be referred to as the National PRSP.

Critique of the I-PRSP
According to the NGO Forum, the I-PRSP appears to be more influenced by
external actors than internal Cambodian issues. The main weaknesses are
the poor quality of poverty analysis, the poor evaluation of past perfor-
mance of national poverty-reduction policies and a failure to prioritise the
policies.”

The I-PRSP continues to support instruments that have been ineffec-
tive in the Cambodian case, given the current structure. Reliance on growth
to deliver people from poverty - “Growth is the most powerful weapon in
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the fight for higher living standards”® - has been shown to be incorrect.
As mentioned previously, although the Cambodian economy grew on aver-
age 5-6 per cent per year between 1994 to 2000, the poverty level rose from
34 per cent to 36 per cent during that period. Indeed, the I-PRSP itself points
out:

Growth was also associated with a significant increase in consump-
tion inequality that suggests a lessening of the poverty-reduction im-
pact of an expanding economy. While the poorest 20 percent of the
population increased their consumption expenditure per capita by 1.7
percent between 1993-94 and 1997 the corresponding increase for the
richest 20 percent of the Cambodian population was 17.9 percent.*

The I-PRSP is very reliant on macro-economic performance to provide
the necessary finances. The I-PRSP indicates that it will rely on the inter-
national donor community to increase aid over the next few years. Although
donors were generous at the last consultative group meeting in May 2001,
committing US$548 million, this may not be maintained.

According to a Ministry of Economy and Finance economist who at-
tended an NGO meeting on the I-PRSP, the macro-economic conditions set
out in the I-PRSP are very similar to the IMF’s ESAF loan conditions.

Issues Raised by the I-PRSP

The World Bank and the IMF’s internal review of the PRSP process is de-
signed to analyse the main factors of the PRSP process. For example, have
governments effectively taken the lead on PRSPs? Have governments en-
gaged in participatory consultations? Have the PRSPs improved the co-
ordination between aid donors and recipients, as well as between finance
ministries and line ministries? Have countries prioritised and costed their
reforms and policy actions? Has the push for speed affected the quality of
PRSPs? How well have Fund and Bank staff supported the PRSP process? It
is safe to say, in the Cambodian case, the PRSP process has failed on most
of these points. The issues raised in the process so far are examples.

Ownership

As the NGO Forum on Cambodia stated, it is difficult to assume that the
PRSP process is owned by the RGC when it argued between May 2000 and
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May 2001 for only one document. The RGC has taken on board the PRSP as
another donor requirement and was prepared to undertake the process as
quickly as possible. In the ADB’s submission to the World Bank on the PRSP
process, the ADB comments: “One of the reasons why it is so difficult to
ensure ownership of the PRSP process is because the timing of its prepara-
tion is driven not by the country’s broad development needs but by the
desire to obtain continued consessional assistance from the IMF/WB and
other donors.”? The dire assessment of the PRSP process by the ADB goes
on to dispute the ownership of the process: “Despite statements in the
Development Assistance Committee (DAC) Guidelines, PRSP process does
not accept these documents [other poverty-reduction strategies] as the
poverty-reduction strategy, requiring instead a new set of documents, which
are largely designed and drafted by an external donor. It is not surprising
that PRSP has little or no country ownership.”*

As mentioned above, much of the framework of the I-PRSP replicates
that in other IMF documents like the ESAF loans and memorandum of
understanding. If the PRSP had been the only poverty-reduction strategy,
then the government may have had more interest in the full development.
Unlike the SEDP II, the PRSP is not reviewed or debated by the elected rep-
resentatives in the National Assembly. The World Bank and the IMF ignore
the National Assembly and political process. Indeed, according to the Cam-
bodian Constitution all loans must be reviewed and approved by the Na-
tional Assembly. No such approval has been sought in relation to IMF loans
and World Bank loans.

Capacity

The troubled history of Cambodia is well known. What is less understood
is the long-lasting effect of the terrible Khmer Rouge regime and the occu-
pation of the Vietnamese. These fundamentally changed the fabric of Cam-
bodian society and destroyed the infrastructure of the kingdom. The past
thirty years of turmoil has left the Cambodian government weak in the
capacity, resources and institutional history that is vital for bureaucracies
to operate. However, the international partners of the RGC fail to under-
stand the implications of this weakness.Through their new-found poverty
focus they are loading the RGC with new plans and strategies aimed at
resolving their particular objectives rather than listening to the appeals of
the RGC to help it cope with poverty reduction.
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Perhaps the main failing of the World Bank and the IMF is the extra
pressure they have placed on the RGC by foisting yet another strategy on it.
In addition to implementing the two processes for the SEDP Il and the PRSP,
each handled by a different under secretary of state in the Ministry of Plan-
ning, the RGC took the rotating chair of the Association of South East Asian
Nations, which will mean hosting up to six intergovernmental conferences
in 2002. The government also organised commune elections throughout
the country in February 2002.

Funding

The ADB helps fund the drafting of the SEDP II, while the World Bank does
not fund the I-PRSP. Indeed, although the World Bank has a fund of
US$260,000 to facilitate the PRSP process in Cambodia, that money is not
for government use. Instead, it is for the local office of the World Bank to
access should it need to bring in a consultant or organise a conference to
discuss the PRSP.

Ministry Capacity and Co-ordination

In its review of the Cambodian I-PRSP, the joint staff review commented:
“Looking ahead to the full PRSP, the main concern relates to the
government’s weak administrative capacity and difficulties in coordinat-
ing arrangements among different government and donor agencies and
among various policy and planning initiatives.”? This is a significant block
to the implementation of any poverty-reduction strategy.

Civil servants in Cambodia are underpaid and under-resourced. Many
of the strategies include better funding of civil servants, and there are many
calls for better salaries.? International donors, in order to ensure the proper
implementation of their sponsored projects, pay bonuses to civil servants
working on their projects. Consequently, departments are often divided by
projects and their donors, reducing the cross-sectional capacity of the de-
partments. However, the task of implementing a comprehensive develop-
ment strategy will be up to the staff of these ministries. It is doubtful that
these over-stretched ministries will be able to cope with the increased
monitoring and overseeing of these new policies.

The RGC set up a inter-ministerial committee to oversee the PRSP and
improve co-ordination of the various ministries. The Council for Social
Development (CSD) was established in December 2000 to monitor and
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facilitate all poverty reduction strategies. The council consists of secretar-
ies of state and under secretaries of state from ten government agencies
and is chaired by the minister of planning.?* While this council goes some
way to address the co-ordination of the strategies, it does not increase the
capacity of the ministeries involved in terms of personnel or funding.

Budgeting and Expenditure

Many of the failures of poverty-reduction strategies are due to failure to
implement and monitor the expenditures versus the budget of the RGC.
According to NGO sources, this is because the Ministry of Planning and the
Ministry of Economy and Finance have different databases, reducing their
ability to track expenditures against budget. As a result, annual budgets,
set by the Ministry of Planning, can become redundant.

For example, in the fiscal year 2000 the budget balanced due to
underspending on social services, although the Council of Ministers, Na-
tional Assembly, Senate, Constitutional Council, Royal Palace, and Secre-
tariat of Public Function all went over their budgets. The Ministry of In-
formation, Ministry of Economy and Finance and the Ministry of Interior
exceeded their budgets by 163 per cent, 133 per cent, and 107 per cent
respectively. These overspends were balanced, however, by underspending
of 57 per cent for the Ministry of Public Works and Transport, as well as
underspending in the Ministry of Health, Ministry of Education and Minis-
try of Women’s Affairs.?

Such drastic imbalances in budget and expenditure make the imple-
mentation of even the best-laid plans extremely difficult.

Co-ordination
The World Bank and the IMF could be accused of having failed to provide
enough co-ordination at the international level. Within the country there
is a perception that the imposition of the PRSP has detracted from co-
ordination among international actors at the local level. Indeed, according
to the report Two Banks, Two Strategies, Two Documents, during the PRSP con-
sultation meeting in April 2001 the senior minister of Economy and Finance
“departed from the text of his prepared speech at the PRSP Workshop on
April 26 to criticise donors for giving him headaches by not co-operating.”?
However, the object of the PRSP is to get all donors to support agreed-
upon poverty goals. For the PRSP to be successful, it must have buy-in from
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all actors in Cambodian development. The joint staff review of the PRSP is
skeptical of all donors coming on board and warns the RGC that external
assistance needed to support the PRSP may not be forthcoming. This is
the nub of the problem. Although the RGC is trying hard to accommodate
all donors, especially the World Bank and ADB, there is no particular own-
ership of the process by the government, the bilateral donors and the
NGOs. In Cambodia in particular, where there is a need for massive in-
vestment in basic infrastructure, the co-ordination of the donors is criti-
cal to any success.

Donor co-ordination is necessary also in non-PRSP related issues. For
example, the garment industry in Cambodia has blossomed in the past six
years and now comprises 70 per cent of external trade. While this is not a
short-term poverty solution due to systemic issues within Cambodia, it
will in time be more important for more and more people for employment
and supporting industries. As a result, donors should be encouraging this
expansion. However, Cambodia faces stiff tariffs and quotas by developed
countries. Cambodia has successfully negotiated a reduction of tariffs from
the United States as part of an agreement to ensure minimum labour stan-
dards, but the two governments are currently reviewing the quotas under
this agreement with the United States resisting any significant increases
in quotas. Only with coherence among all international policies will the
PRSP be a success.

Macro-Economic Framework

The IMF seems to be above the fray of the inter-bank squabbles of the World
Bank and ADB, but local civil society groups also feel it seems uninterested
in participating in a thorough review of the macro-economic framework.
According to some, the IMF has decided to lift some of the load off the RGC
by removing the macro-economic framework from the discussion. Butitis
the macro elements of poverty reduction that were to make the difference
between traditional Bank/Fund lending and the new poverty focus of the
PRSP. According to the IMF and the IDA staff comments on the I-PRSP in
December 2000, they recommended that the full PRSP should “ensure that
the macroeconomic framework is well integrated into the strategy.”” This
view is supported by the Cambodian office of the UNDP, which has voiced
its opinion that the IMF has already concluded its review of the macro
framework for the PRSP. Certainly, in its review of the IPRPS, the IMF has
indicated its use of the “cookie cutter” approach:
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The objectives of increasing economic growth, keeping inflation low,
and containing the external current account deficit while strength-
ening external debt management, are key elements in promoting a
stable market-based economy. Fiscal policy will continue to be the
cornerstone of macroeconomic policy. Current budget surpluses and
the avoidance of domestic budget financing will be important for
maintaining stability, while improved revenue mobilisation and ex-
penditure management will be necessary to support poverty reduc-
tion objectives.?®

This accent on fiscal restraint is in evidence elsewhere in the IMF assess-
ment of the I-PRSP and advice for the full PRSP. While the IMF approves of
the various plans and initiatives for poverty reduction, it cautions the RGC
that “the I-PRSP mentions a very large number of actions across those ar-
eas which are likely to strain institutional and fiscal capacity. There is, there-
fore, a need to prioritize proposed actions in the full PRSP, based on the
expected poverty impact and to cost measures in the context of the ongo-
ing development of a medium-term expenditure framework.”?

Civil Society

The Cambodian NGO community is highly evolved and sophisticated. There
are 172 international NGOs and 360 Cambodian NGOs.* The NGOs have
formed a number of coalitions through which they co-ordinate their work.
The main co-ordinating body for the I-PRSP process has been the NGO Fo-
rum. This group is made up of approximately 60 NGOs, most of which are
Cambodian. It has a small staff, headed by an ex-pat, and works primarily
on advocacy-level issues.

NGOs working on the PRSPs in-country include CDRI and Oxfam, which
submitted a report on the PRSP process in March, as well as some UN agen-
cies, including UNDP.

The main focus for NGO input on the PRSP process has been the NGO
Forum. The NGO Forum has completed two in-depth critiques of the final
I-PRSP document and has sent a number of letters to the government and
the World Bank expressing its concerns about the process. The NGO Forum
has received funding from the UNDP to hire a consultant to help draft a
response to the process. The NGO Forum has contracted the Philippine
NGO, Coalition for Agrarian Reform to work in Cambodia for two months
and discuss the PRSP process with various NGOs in Phnom Penh and in the
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provinces. The NGO Forum also invited Focus on the Global South, an NGO
based in Bangkok that works on international financial reform, to contrib-
ute to the NGO review of the PRSP. Focus made a number of visits and
prepared a document.

Timing meetings can be problematic. An example, also mentioned ear-
lier, is the meeting that took place in August 2000 among the RGC, donors
and the international financial institutions to review the sixth draft of the
I-PRSP.The NGO community had not held consultations, and this curtailed
the input the NGO representatives could offer.

Most important, the I-PRSP went through a total of eight drafts, and
consultations with NGOs were based on these drafts. As mentioned, all
drafts were in English only. Thus most Khmer NGOs, especially those
located in the provinces, were unable to participate in the consultation
process. Perhaps even more worrying is the low level of English speak-
ers or readers in the various line ministries that were to contribute to
the I-PRSP.

Given the language restraints and the poor timing of consultations and
deadlines, the I-PRSP was not a process of development among all sectors
of Cambodian society. The positive assessment of the IMF and World Bank
on the participation for the I-PRSP has already been noted. However, the
ADB’s assessment is probably more accurate: “Ownership and participa-
tion of the PRSP is largely confined to the Ministries of Finance and other
central government agencies dealing with donor assistance.”!

Competition in the Lending Game: The ADB and World Bank
If it were not so tragic, it would be ironic. The bickering between the World
Bank and the ADB has forced the RGC to undertake two major social and
economic strategies within a year. Despite appeals from the RGC to com-
pile the two strategies into one paper, the banks demanded their own strat-
egies. The RGC, stuck in the middle and needing to satisfy both lenders,
had to concede. This is placing enormous pressure on an already under-
resourced government.

At the annual donors’ meeting in Paris in May 2000 the government
again raised this issue to both the World Bank and the ADB, asking for one
strategy only. The ADB and World Bank were unable to agree on selecting
one strategy only.
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Further, the RGC prefers to work with the ADB because the non-
concessional nature of ADB loans usually means that they come with work-
able levels of conditionality. The ADB has not made targets set in the SEDPs
conditional to further loans. Whereas the PRSP will have strict conditional-
ity, the ADB takes a lighter stance.

The competition between the World Bank and the ADB involves both
positioning and strategy. Some NGO commentators see the fact that the
World Bank recently moved from its offices (admittedly cramped) above
the UNDP to newly refurbished, plush, wood and leather, air-conditioned
offices in the former British American Tobacco building on the main em-
bassy row (and a few doors down from the ADB’s own plush offices) as
decisive evidence of the on-going competition.

According to the World Bank, the areas of contention between the ADB
and itself have now been resolved. However, when the author attempted
to contact the ADB to discuss the issue of the PRSP, he was referred to the
ADB’s headquarters in Manila; the local office did not want to comment.
Indeed, in a letter to the World Bank from the ADB, the ADB openly
criticises the Bank for its insistence on pursuing its own strategy: “We
feel that a single Government document, covering the country’s reduc-
tion strategy should be sufficient for the IMF/WB, ADB and other donors’
purposes.”?

The struggle between the World Bank and the ADB has not shown the
World Bank in a good light. Its unwillingness to recognise the appeals from
the RGC and the logic of the ADB’s argument supports the view that the
primary objective of the PRSP is market dominance followed by poverty
reduction.

Moving on the Full PRSP

The RGC has been well aware of its weak governance and capacity. HE
Prime Minster Hun Sen commented that “weak governance holds back
economic growth and poverty reduction and threatens to undermine our
reform in certain key sectors.”?* Its work to coordinate the various minis-
tries through the CSD was an attempt to improve this situation. Recently,
after some delay, the RGC has bolstered this council by adding a secre-
tariat. The General Secretariat of the CSD (GSCSD) will operationalise the
work of the CSD.
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The GSCSD will have three primary functions: co-ordinating the imple-
mentation, monitoring and formulating the poverty policy; building ca-
pacity in poverty monitoring and analysis; and finally, helping co-ordinate
poverty reduction policy amongst development partners. The GSCSD was
established in August 2001 by government sub-decree and is chaired by
under secretary of state for the ministry of planning with three ministry of
planning staff. Each ministry member of the CSD will also appoint three
staff as part of the task force.®* However, there is no involvement of the
important ministries of commerce and economics and finance in the GSCSD.
The RGC hoped to remedy this by January 2002.

The World Bank finally has recognised the importance of supporting
the capacity-building of the RGC and will fund, through an IDF grant, an
international consultant and two local consultants as well as workshops
to help build GSCSD capacity.®

The financial contribution by the World Bank shows that the World
Bank and IMF are coming to terms with the PRSP process in Cambodia.
They are to a certain extent stuck with the monster they have created and
are busy lowering expectations for the Cambodian PRSP.In an assessment
of the RGC’s PRSP progress report, the Bretton Woods institutions warn
that “given the scope of work that is needed, expectations of what can be
accomplished in the full PRSP need to be realistic.” To ensure that point is
not missed, the assessment makes the point again in the document: “Pros-
pects for the completion of an adequate PRSP are good. However, expecta-
tions for the first full PRSP need to appropriately modest in view of the
authorities’ weak capacity and limited data. Development of a poverty re-
duction strategy should be considered a continuing process.”* In other
words, skip this one, and let’s hope the next one is better. Given the pres-
sure the RGC was put under to push ahead with separate strategies, this is
poor consolation to the poor of Cambodia.

Conclusion

In the final analysis, the PRSP process in the Cambodia context is a poor
reflection on the ideals it proposed when it was launched. Rather than
being a refocusing of the Bretton Woods institutions towards poverty re-
duction, it has become a tool with which to muscle in on other develop-
ment banks’ territory and get governments to work more on Washington’s
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agenda. The failure of the IMF to participate or even to evaluate properly
the participation of society and government in the process is indicative of
the continued mind-set of the old policy formation. The chances of NGOs
and civil society groups influencing the process as the full PRSP gets under
way are poor indeed. The fact that the PRSP has lost its way is reflected by
the comments of a local World Bank staff member. Stressing the impor-
tance of the PRSP process rather than the outcome document, he concluded
that the process was more important than the strategy and that the World
Bank has accepted that the Cambodian PRSP is going to be less than ideal.

The process has, however, opened the debate on poverty and how best
to eliminate poverty in the national context of Cambodia. This in itself is
an important step forward and may help promote a focus on poverty in the
government’s social and economic policies. In the end, despite the diffi-
culties of the various processes and their drain on government resources,
poverty will be tackled as more and more people gain expertise in poverty
analysis and in designing appropriate policies.
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Patricia Forner

How Is the Next Generation
to Live?

The Enhanced HIPC II

and a Strategy to Reduce
Poverty in Bolivia, Honduras
and Nicaragua



For the men, women and children who suffer
from hunger and all the social ills and conse-
quences of poverty.
— Grupo Propositivo,
Cabildeo e Incidencia,
Nicaragua

he developed world and its international financial institutions
(IFIs) have undertaken to relieve the burdensome debts to date of
some 23 of the 41 heaviest indebted and poorest countries (HIPCs)
in the world. The rationale for debt forgiveness is that the debts incurred
by the HIPCs are unsustainable at their present levels and need to be re-
duced in order to help countries become economically viable. World Vision
operates in three of four Latin American HIPC countries. According to the
Inter-American Development Bank’s poverty index and United Nations De-
velopment Programme (UNDP) statistics, Bolivia is the poorest country in
Latin America, Nicaragua is second poorest and Honduras fifth poorest.
The debt relief committed by all creditors in fiscal year 2001 under the
enhanced HIPC Il initiative will reduce debt stocks and service over time by
US$4.5 billion for Nicaragua. Its external debt is estimated at around US$6
billion. Bolivia received US$2 billion in relief in the first HIPC initiative and
will receive an additional US$1.3 billion in debt stock and debt service
reduction under HIPC II.! The gap between the proposed Poverty Reduc-
tion Strategy Papers (PRSP) and the actual World Bank and International
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Monetary Fund (IMF) documents that will govern lending terms remains
unresolved. Total debt service relief under HIPC I and II will amount to
US$3.3 billion, but approximately half of Bolivia’s aid is delivered through
concessional loans that will add to the burden of its debt. While these gov-
ernments are recipients of debt relief over the next five to eight years, they
will continue to need additional loans to maintain basic social and eco-
nomic infrastructures. The PRSP process is a work in progress. Although it is
not perfect, the PRSP is the one vehicle that promotes debt reduction, pov-
erty reduction and human and economic development comprehensively.

Another reason HIPCs receive debt relief is in the hope that they will
experience quick economic growth through the IMF poverty reduction
growth facility (PRGF) programme. The PRGF is intended to boost the ca-
pacity of an HIPC country’s macro economy. Favourable macro-economic
conditions, while necessary, are not sufficient to ensure a prosperous
economy. Prosperity, says Harvard economist Michael Porter, ultimately
depends on improving the micro-economic foundations of competition.?
Setting up free-trade zones for a temporary period offers short-term mi-
cro-economic growth, but economic development is a long-term process.
Developing countries rely on export earnings from hard currency to pay
their external debts and debt servicing. They derive hard currency revenues
from exporting their commodities or from products manufactured in the
free-trade zones. In the case of the Honduran and Nicaraguan economies,
the drought and the downward spiral of coffee prices on exports have had
a destabilizing effect. The Bolivian economy is heavily dependent on min-
eral and natural gas exports subject to commodity price fluctuations. These
developing countries are also vulnerable to fluctuating currency exchange
rates. It is difficult to ascertain how PRGF macro-economic goals can sup-
port the World Bank’s PRSP process in this imploding commodity environ-
ment. Furthermore, since the events of September 11, 2001, all of the world’s
major economies are slowing down and affecting global growth through
trade and investment with developing countries.

The enhanced HIPC Il initiative with the imperfect PRSP and PRGF alone
cannot eradicate poverty, nor will special trade preferences.There are many
internal and external cultural, political and economic factors that affect a
government’s ability, or in some cases its inability, to lift over half of its
population out of poverty. Robert Wade, from the London School of Eco-
nomics, states:
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The prices of industrial goods and services exported from high-
income countries are increasing faster than the prices of goods and
services exported by low-income countries. Thus, the majority of the
population in poor countries is able to buy fewer and fewer of the
goods and services that enter into the consumption patterns of rich-
country populations. The poorer countries and the poorer two-thirds
of the world’s population therefore suffer a double marginalisation:
once through incomes, and again through prices.?

Wade believes that institutions such as the World Bank and the IMF should
be concerned with changing larger structures like income and asset distri-
butions - both key issues in poverty reduction and economic growth in
Latin America. World Vision’s involvement with the PRSP is aligned with
challenging unjust systems that keep people in poverty. Wade opens up
the possibilities for poverty reduction to reach beyond providing access to
improved health and education systems for the poor.

Loans Background

Loans and Development

In all of Latin America, Bolivia receives the greatest official development
assistance. In 1998, this assistance accounted for 7.5 per cent of gross na-
tional product, 33.5 per cent of central government expenditures, 25.2 per
cent of imports of goods and services and 36.6 per cent of gross domestic
investment.* Under what loan conditions can Bolivia overcome widespread
poverty and become economically viable? Based on the success of the “Asian
tigers,” Singapore, Malaysia and Taiwan, the IFIs are wed to the idea that
economic growth is the means to poverty reduction and that private-
sector production of goods and services is necessary for growth. Harvard
economist and promoter of debt relief Jeffrey Sachs states:

Neoclassical economics . .. has an ingrained optimism about the
prospects for economic convergence - the tendency for the poor
country to grow faster than the rich country and to narrow the gap
in income levels. . . . These convergence mechanisms apply only in
specific circumstances, not as general process.®
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Echoing the neo-classical economic theory, Ernesto May, director for Pov-
erty Reduction and Economic Management at the World Bank said, “Eco-
nomic recovery and expanded trade will be critical to ensure that the fight
against poverty in Latin America and the Caribbean succeeds.” Others at
the Bank say that Latin America is vulnerable because of the low saving
rates, high debt, and limited trade integration and export diversification.
They note that the region lags behind in reaching its potential capacity to
raise capital domestically rather than abroad, in improving infrastructure,
and in the quality of institutions.®

However, as a point of departure, the World Bank takes the approach
that in order to alleviate poverty, it is also necessary to promote human
development, most notably through improving education and health care
and making them accessible to the poor. The Bank’s programme builds
and strengthens human as well as economic capital within HIPC coun-
tries. The IMF maintains that its PRGF based on quick economic growth
through trade and investment will benefit people living in poverty. There is
no existing body of evidence to support this assumption. Harvard econo-
mist and trade specialist Dani Rodrik maintains that under the North Ameri-
can FreeTrade Agreement (NAFTA) the upper 10 per cent of Mexico’s wealthy
benefitted the most. Overall, the upper 30 per cent benefitted in general
and the lowest 30 per cent — the poor — actually did worse.”

Loans and Privatisation

Honduras will contract new loans in 2001 totalling US$857.4 million and is
in the process of negotiating a new loan reaching an additional US$513.5
million, leading it into new cycles of debt. On the advice of the October
2001 IMF staff assessment, all lending to Nicaragua was suspended. This
will stymie debt-reduction programmes and adversely affect loans desig-
nated to strengthen health and education infrastructures. The IMF advised
Nicaragua to decrease public expenditures, but the Liberal government
failed to comply. The November 2001 elections ushered in a new president.
With his election, the Liberal Party maintained its incumbency and Arnaldo
Aleman, the former president, continues as the principal leader of the party.
Commentators suggest that ideally it would serve Nicaragua'’s and the IMF’s
best interests if a smaller cadre of qualified civil servants would adopt a
code of integrity and conduct, and agree to advance through the ranks based
on merit rather than political favouritism.
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It is unfortunate that the IMF’s concept of reducing public expendi-
tures is focused on cutting public-health expenditures. Under President
Violeta Chamorro’s administration Nicaragua began privatizing its public-
health service in the early 1990s. The health care budget was cut by 50 per
cent. The outcome was the loss of employment for a thousand public-health
practitioners, resulting in a work overload for the remaining health profes-
sionals and a reduction in access to health services for the lower middle
class and the poor.? In the end, the public-health service was weakened at
a time when there was no legal framework or infrastructure to support
private health-service delivery. Many privatised health services suffered
from mismanagement and were dismantled. Little was accomplished in
the effort to rationalise and stabilise public expenditures by streamlining
the public-health service. The reduction in force of health practitioners
failed to achieve real savings and further marginalised poor people and
others from basic health care.

Some observers have suggested that state-owned enterprises have been
sold at undervalued prices to supporters of the political party in power.
This suggestion is a reflection of a pattern that appears in many HIPC coun-
tries where the IMF recommends privatisation of public utilities and other
government-owned or quasi-owned industries.

Under the auspices of the Inter-American Development Bank, the Nica-
raguan pension system was privatised and converted from a defined ben-
efit system to a defined contribution system. Thus public-sector workers
are obliged to contribute to the national social security system without a
guaranteed benefit level in return. The increase in contributions became
mandatory in June 2000 under President Aleman’s administration. Some
workers now complain that they are experiencing a decline in both their
income and social security.’ This has a direct impact on their living condi-
tions, since Nicaragua is not experiencing stable, rapid economic growth
as proposed in the PRGF. What has occurred is a decline in coverage and
quality of social services, with a substantial impact on people earning
middle and low incomes and exclusion of the poor. From 1994 to 1997 so-
cial spending in Nicaragua declined by 20 per cent; by 1997, 66 per cent of
households fell beneath the poverty line. The Bank and the Fund admitted
as early as 1995 that the adjustment programme included significant down-
sizing of the public sector, the liberalisation of domestic and foreign trade,
and the liberalisation of the financial sector, but that it was not sufficient
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to trigger the resumption of growth. In response, the national public-health
workers’ unions proposed:

e An immediate end to the illegal implementation of the payroll tax
increase;

e Re-examination of the health-care and pension-reform proposals
prepared by the IFls; and

e The establishment of meaningful consultation processes with unions
and other civil society organisations for the purpose of developing
equitable and effective reforms.°

Government Ownership of the PRSP

The savings freed up from debt servicing is intended for government in-
vestment in the development and improvement of education and health
services as well as other related social services and infrastructures. The
governments of Bolivia, Honduras and Nicaragua designed their PRSPs with
technical assistance and guidance from the Bank and the IMF and, in some
cases, United States Agency for International Development (USAID) staff.
The Bank and the IMF encourage the governments to solicit participation
with organised groups from civil society in the PRSP process. However,
the culturally traditional governments of Latin America are not accus-
tomed to accepting suggestions on how to manage the affairs of the na-
tion from groups within civil society. Government ownership implies that
officials in the administration are the sole responsible agents for design-
ing and executing the PRSP. There are development critics such as Paul
Henry O’Neill, secretary of the U.S. Treasury, who are sceptical of what
they claim are corrupt and inept officials in developing countries. Ideally,
the civil society component in the PRSP should be used as a foil for cor-
ruption. The risks and responsibilities for poverty reduction decision-mak-
ing and implementation can and should be shared with locally based
groups in civil society. There are some NGOs and community based
organisations (CBOs) that have demonstrated their ability to plan and
execute community development programmes. Others have participated
in advancing government institutional reforms. And still other
organisations use their capacity to track and monitor the implementation
of the national budget, especially in the social sectors.
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The main criticism of the Honduran government’s PRSP by local NGOs
is that a copy was not provided to them for review prior to its adoption by
the government. Thus civil society had no clear idea of the national plan
for economic development. Furthermore, the PRGF was not shared with
civil society groups. This made it impossible to provide rational responses
and alternatives at the joint consultations with the World Bank, the IMF
and the government of Honduras on the role that civil society could play in
the process, much less how the poor would participate in their own pov-
erty reduction strategy. When the documents were finally provided to the NGOs
and CBOs a day before the consultation, they were in English only, with no time to
prepare a comprehensive Spanish translation.

It is difficult for civil society to find a space where it can come together
with international donors and the government to work cooperatively if the
consultations are so poorly designed. With no dissemination of PRSP plans
in Spanish well ahead of time, it appears that there is scant support on the
part of donors or the government for strong civil society involvement in
the process. The obvious role for NGOs and other CBOs in regions outside
the national capital is to monitor and evaluate local poverty reduction
programmes effectively to ensure that HIPC savings targeted for improving
or creating a health and education infrastructure are delivered as specified.

The major obstacle for civil society participation in the PRSP process is
that the central government will not enter into a dialogue with NGOs and
CBOs. Organised groups in civil society pose a threat to the government
and protected private-interests groups because they have the opportunity
to expose mismanagement and corruption. Without the direct input from
the municipalities and localities, governments lack the capacity to develop
a realistic poverty-reduction plan, and their current PRSPs reflect the ab-
sence of input.

One of the great paradoxes of poverty reduction in Honduras is that
there is hunger and high malnutrition among the poor population - 70 per
cent of Hondurans are poor. The indicators demonstrate a breach between a
strategy to design national development goals and the government’s capacity to
carry them out. The country is capable of producing an adequate food sup-
ply, so it appears that the main problem is the lack of access to food for
poor people. In some rural areas small producers can barter their products
for staples. The poor in the city sometimes are reduced to bartering the
bodies of their children.
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Civil Society Participation in the PRSP
World Vision Bolivia operates in some of the most remote and poorest re-
gions in the country that are targeted for poverty reduction. It participated
with the Roman Catholic Church and other sectors from civil society to
design the national poverty-reduction strategy for Bolivia’s HIPC II. The
Roman Catholic Church was instrumental in building a critical mass from
within civil society to develop a plan that would reduce poverty. World
Vision Bolivia, along with other NGOs, professional associations and rep-
resentatives from poor communities, as well as the Catholic and other
churches engaged in developing proposals for the Bolivian PRSP in order to
develop concrete and comprehensive proposals for poverty reduction. The
initiative was known as Jubilee 2000 — Constructing Human Development
for All. The group presented its proposals to the government in the last
forum.! Representatives of the Honduran Catholic Church observed the
process in order to learn how to strengthen their capacity to participate in
the Honduran PRSP process.

The Nicaraguan government initiated the Council for Economic and
Social Planning Consejo Nacional de Planificacién Econémico Social -
CONEPS, where ministry officials deliver their reports on national budget
issues to NGOs and other interested parties. Since the forum is designed
solely for releasing reports, government officials do not enter into dialogue
with civil society groups. Thus, World Vision Nicaragua works in the Jubilee
2000 network (and its follow-up, Jubilee Plus) to provide support for public
initiatives and public education on Nicaragua’s unsustainable external debt.

Interforos is a coalition of church-related NGOs in Honduras that is
directed by an evangelical pastor. Interforos involves churches and CBOs
around the country in assessing poverty in their communities. Interforos
joined the Asociacién de Organizaciones no Gubernamentales (ASANOG -
Association of Non-Governmental Organisations) to strengthen its capac-
ity to develop an alternative to the government’s poverty-reduction strat-
egy. The Interforos alternative strategy to combat poverty promotes decen-
tralization of government control and devolving power to the localities and
municipalities. The Interforos petition calls for government reform through
anti-corruption and anti-impunity measures as well as paring down the
bureaucracy to eliminate political cronyism. The Interforos alternative to
the government PRSP strongly recommends the restoration of public secu-
rity through reforming and strengthening the police and an emphasis on
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teaching and recuperating values lost to society and communities due to
widespread political corruption. It also proposes the adoption of a system
that would support farmers’ cooperatives and small producers’ entry into
the formal market, promote their access to credit and savings banks and
ensure land titles. It promotes reform of the public pension system.'?> Gov-
ernment officials were offended by what they perceived as a challenge to
their political authority from Interforos and recommended that the group
implement its own alternative strategy — an impossibility since the gov-
ernment, not NGOs, controls the savings from debt relief.

The Capacity for Civil Society to Monitor Poverty-Reduction Programmes

Bolivia

Bolivia is considered to be among the poorest countries in Latin America,
but it also has the most experience with the HIPC poverty-reduction pro-
cess. Unlike Nicaragua and Honduras, Bolivia is undertaking its second HIPC
initiative. The Bread for the World Institute in Washington, D.C., says that
the first effort was characterised by the government’s focus on ratios relat-
ing debt cancellation to export earnings rather than implementing tax re-
forms that may have substantially increased national revenues. Collecting
taxes from domestic corporations and the elite class is a challenge for much
of Central and Latin America. The Bread for the World Institute also notes
that approximately half of Bolivia’s aid is delivered through concessional
loans that add to the burden of its debt. Multi-lateral financial institutions
such as the World Bank and the IMF hold most of Bolivia’s debt.

The enhanced HIPC II process in Bolivia is viewed as an improvement
over the first HIPC because of the substantial increase in participation from
among the poor as well as labour and other groups in civil society. The
Roman Catholic Church brought the disparate groups together in the Jubi-
lee 2000 National Forum, held April 24-28,2000. There were 1,706 represen-
tatives from 806 civil society organisations drafting a national plan to com-
bat poverty. The Forum had 20 co-sponsoring organisations, including the
largest labour confederation; the confederation of private entrepreneurs;
confederations of farmers and rural workers; university students and aca-
demics; and human rights, women’s and environmental groups.'* World
Vision Bolivia sent seven representatives from the national office and its
area development projects to the forums. Two World Vision participants
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were elected by the forum attendees to represent their respective
departamentos (provinces). They worked with other NGOs, several churches
and evangelical denominations to identify ways debt relief savings could
be used to assist the country’s poorest citizens in remote regions.

There is no question that the less than satisfactory experience of the
first HIPC process served as an impetus for NGOs to improve their
organisation and methodology for the enhanced HIPC II process. Focused
national dialogues and consultations among government officials, NGOs
and CBOs characterised the process that the Bolivian government used to
prepare the PRSP. In each departamento NGOs and CBOs organised forums
with roundtables focusing on micro-economics and structural adjustment,
employment and income, human rights, land and productivity, rural health,
urban health, rural education, and urban education.

Although President Banzer and his cabinet were invited to the closing
plenary, only four ministers, several ambassadors and donor agency repre-
sentatives attended. The minister of finance welcomed the forum’s con-
clusion that civil society should oversee but not administer the disburse-
ment of savings from debt relief designated to fund social development
programmes.'* While the Bolivian government does not object to the over-
sight of poverty-reduction programmes by civil society, the issue of land
reform is off the table. Thus, the government controls the PRSP process,
even though civil society appears to define many of the critical issues. Pov-
erty reduction and development are long-term issues. NGOs and CBOs are
learning lessons and adopting “best practices” in the hope that they will be
able to expand the political space in which they can address land reform
and other outstanding issues with the government. The process that Boliv-
ian NGOs and CBOs followed for HIPC II resulted in a mobilization for po-
litical, economic and social change. For the first time the government wel-
comed participation in the process of constructing a national development
plan. In that process, both civil society and government were able to dis-
cover new methods for reducing poverty.’

The PRSP process is the best tool available to civil society to help change
systems of injustice that promote and tolerate widespread poverty. How-
ever, it is the best tool available only if there is extensive and continued
pressure from civil society on the governments. It is the government’s re-
sponsibility to eliminate poverty. Governments must come to recognise
the political and social structures that keep people in poverty. They are
ultimately responsible for implementing the necessary changes that will
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provide access to education, health and a sustainable livelihood for the
poor.

Bolivia is experiencing positive government support to reduce exten-
sive poverty. President Hugo Banzer resigned from office August 7, 2001,
when he was diagnosed with incurable cancer. The current and officially
designated president is Jorge Quiroga Ramirez. He will carry out all presi-
dential functions until the inauguration following the election in 2002.
He is forbidden by law from running for the office of president in the 2002
elections, but in the meantime, he is following the advice of the IFIs and
is “cleaning house.” Quiroga has the backing of the owners of the recently
privatised state industries. They have discovered that they inherited
organisations overrun with corrupt political cronies. Eliminating what is
often seen as a culture of mismanagement and corruption starts from
the top. With a reduction in corruption, resources earmarked for poverty-
reduction programmes are more likely to arrive at their intended desti-
nations. Then NGOs and CBOs will have the opportunity to track them
from delivery through implementation with the new social audit mecha-
nism.

The Constituent Assembly for the Social Control Mechanism was codi-
fied on November 15, 2001. The assembly is recognised as a legal entity
under articles 25 and 29 of the National Dialogue Law (Law of the Republic
No. 2235). The assembly’s purpose is to

promote and develop the full exercise of citizenship in the scope of
social participation, and to exercise the social control mechanism as
a right of organizations in civil society, and to know, supervise and
evaluate the implementation of the results and impact of public poli-
cies, the participation processes and primarily the control of the en-
hanced HIPC II resources.

Paraphrasing the Bolivian poverty-reduction strategy, it is designed to

reduce poverty through stimulating economic growth, targeting citi-
zens who have little or no access to social and economic opportuni-
ties, and to provide greater participation to them in society within a
more decentralized framework based on equality.

The four strategic components of the poverty-reduction programme are
to (1) expand job and income opportunities, (2) develop and build capacities,
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(3) increase public safety and protection, and (4) promote social integra-
tion through participation. Finally, two cross-cutting issues that play a
prominent role in the strategy are the protection of the environment through
sustainable use and the promotion of gender equity through participation
in the social and economic development programme. The government of
Bolivia expects that it will cost US$700 million to implement HIPC II.

Honduras

Honduran NGOs and CBOs collaborate with professional legal and economic
advisors as well. FUNDEMUN (a USAID-supported NGO) trains local com-
munity leaders and local authorities to monitor programmes; that is, it
engages in building and strengthening their capacity to participate, moni-
tor and make adjustments to programmes in local communities. Additional
issues that local CBOs lobby on are reform of the Constitution, impunity of
government officials, reform laws that prevent government officials being
punished for corruption, strengthening public security and anti-corrup-
tion at every level of public service.

It is the opinion of NGOs working with the PRSP process that the Hon-
duran government does not have a deep understanding of the implica-
tions of the PRSP process — how it is structured or how it will operate. It
remains to be seen whether newly elected President Ricardo Maduro of the
National Party will change this perception. Maduro is a former Central Bank
governor who favours privatisation and other IMF-recommended reforms.
In terms of participation it is possible there is a group of intellectuals in
the country along with local and other NGOs who are aware of and under-
stand the PRSP process. They have analyzed, criticised the government’s
PRSP and designed an alternative development programme component.
The former Liberal administration accepted several minor proposals. How-
ever, critics alleged that it failed to consult with regions and communities
in need of development. Thus, there is a lack of methodology and technical ex-
pertise in the government’s national planning process. Like other HIPC coun-
tries, a substantial percentage of the Honduran national budget is dedi-
cated to servicing the external debt. If these funds could be dedicated to
national human and economic development instead of debt payments, it
would improve and expand existing health and education infrastructures
and services.

One of the common problems throughout Central America is the lack
of a rural development programme for the region and for the individual
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countries. Land reform in Honduras is in direct conflict with the modern-
ization of agriculture. There are many small producers who use a patch-
work of rented small plots to grow grains. Few hold title to the land they
farm, and many are able to grow only enough to feed their families with
little left over to sell in the markets. Some farmers have organised co-
operatives and associations. They work with local municipal officials to
gain support for regional rural economic reform and development. How-
ever, critical observers believe that the Liberal Party’s development policy
was aimed at assisting large corporations and producers that already earn
hard currency needed to pay the external debt, not at rural development.
Without a national plan for economic development for the rural and urban
informal commercial sector, the number of people living in poverty will
continue to grow.

Honduran small farmers have few opportunities to exchange ideas with
farmers in neighbouring countries. CIDAR, an agricultural co-operative in
El Salvador, held the first Central American regional conference on agricul-
tural reform in June 2001. It hopes to engage with small producers through-
out the region as a pressure group engaging with local and central govern-
ments on issues of land use, land reform, rural development, agricultural
development and alternative economic development for rural areas. One
of CIDAR’s first initiatives is to integrate a watershed project in the Lempa
River Basin that extends into Guatemala, El Salvador and Honduras. Al-
most everywhere in Central America there is a need to stabilise gullies,
regulate farming on slopes, encourage sustainable land use, mitigate envi-
ronmental risks in critical zones and implement extension projects.'®

Another problem in the social sector is the national pension system
that has been considered for reform in the Honduran Congress for the past
four administrations. Public servants and physicians are eligible for gov-
ernment pensions. With a significant bureaucracy and physicians who in-
fluence government officials automatically to increase their pay and pen-
sion, public pensions drain the public purse and make it difficult to allocate
funds for other sectors in need of development. The pension system for
the private sector is also problematic. Several local NGOs have commis-
sioned surveys and studies to determine if elderly people living in locali-
ties remote from the capital receive their pensions regularly or at all.

One of the most effective groups participating in the civil society move-
ment engaging with the PRSP is FOPRIDEH, a coalition of local Honduran
NGOs cooperating with the Commission on Co-operation in Civil Society.
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FOPRIDEH’s mission is “to represent and contribute to the strengthening
of private development organisations that are creating space for demo-
cratic participation through an integration and coordination of actions that
influence the design and execution of political strategies for human sus-
tainable development within the framework of justice and equality in lo-
cal national, regional and international settings.” The commission has de-
veloped a 20-year development plan that includes strengthening democratic
institutions. It proposes the decentralization of federal power and the devo-
lution of power to municipalities and localities. The programme calls for a
re-allocation of expenditures in the national budget. In addition, the com-
mission is also working to modernise the judicial sector in government.
Currently, laws are being introduced that will reform the penal code. The
European Union and commissions in Spain, Costa Rica and El Salvador are
assisting NGOs with the process.

The UNDP will continue to provide municipalities with technical assis-
tance as they work to implement their development plans. The UNDP op-
erates a special programme for strengthening sectors within municipal
governments and women’s economic development programmes. It notes
that women and children are more likely to live in poverty than men are.
The UNDP also supports a programme to protect and conserve national
resources. It believes that the bio-diversity of the country should be incor-
porated in the national development plan.

Nicaragua

The main criticism civil society has of the PRSP process in Nicaragua is
that the text of the government’s PRSP document is not coherent or aligned
with the poverty-reduction projects and programmes the government it-
self has proposed. Furthermore, the process does not indicate any major
changes that would reduce poverty significantly.

CBOs and NGOs in Bolivia as well as Honduras and Nicaragua worked
cooperatively to develop social audit control mechanisms to monitor pov-
erty-reduction programmes funded through savings from debt relief. For
the past 15 years and three successive administrations, one of the strong
Nicaraguan NGOs, the Civil Co-ordination for Emergency and Reconstruc-
tion (Coordinadora Civil para la Emergencia y la Reconstruccion) tracked
the national budget. For the first time in Nicaragua’s history the govern-
ment released the national budget to the public in 2000. After careful
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analysis the NGO concluded that the 2002 budget proposed spending
would outpace resources. It criticised President Aleman’s administration
and Liberal party for creating one of the greatest deficits in Nicaragua’s
history. The NGO, which receives technical assistance from experts in civil
society on political and economic issues, recommended specific areas where
the budget could be cut and where funds from one department in a minis-
try could be re-allocated to another area for increased effectiveness. The
experts made their findings available to local IMF and World Bank repre-
sentatives who were receptive to their analysis.

The consultations on the national budget were held in three concur-
rent forums in 2000. On one level government officials consulted with one
another; on the other level civil society organisations such as FUNDEMOS
consulted with other NGOs. Both the official and unofficial groups applied
technical methodologies. The third round of consultations was held in the
Leon departamento, where there is a high rate of poverty. The official con-
sultation focused on four different municipalities. There were eight official
government groups working on a poverty strategy reduction process for
the region. While official governmental groups worked within their own
parameters, they were criticised by CBOs for not responding to the needs
of the people in the localities.

Management of relations among civil society, municipal governments
and the central government is a relatively new exercise that FUNDEMOS
promotes.It also works to build relations with the international donor com-
munity based on the Stockholm model developed after Hurricane Mitch in
November 1998. It is working with the IMF to gain more flexibility, co-
operation and the opportunity to make modifications to the PRSP. In addi-
tion FUNDEMOS works with CONPES and CONADES, civil society
organisations working in national development, to gather and collate in-
formation from local community-based groups in different municipalities
that have designed development plans for their communities. Household
and other survey results collected by NGOs and the national budget analy-
sis strengthen civil society’s ability to monitor government and public ex-
penditures for poverty-reduction projects.

The Grupo Propositivo is a local NGO and the main source of public
education for Nicaraguans on poverty, the environment, rural develop-
ment policy, gender and indigenous issues and a host of other related top-
ics. It publishes a monthly newsletter and thematic booklets about poverty
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reduction, the PRSP process and the Nicaraguan national budget for distri-
bution to the general public. It organises forums around the country in
which local citizens can participate and learn how to lobby local authori-
ties and to get support for community development and other social is-
sues. The Grupo Propositivo’s information is disseminated widely to may-
ors and local council members as well as community leaders who work to
hold the central government accountable. On the one hand, local CBOs
and NGOs must battle the government to be invited to the Bank’s and the
IMF’s PRSP consultations. But on the other hand, they are working toward
strengthening the position of civil society by forging strategic alliances with
the commercial and entrepreneurial community, labour unions and pro-
fessional associations.

Building Human Capital Through Health and Education

The enhanced HIPC II gives low-income countries the means to make criti-
cal investments in education and health for the development of human
capital. Sixty-five per cent of the population of Central America is 25 years
old or younger, and 40 per cent is 14 years old or younger.”” Most are liv-
ing in poverty. It is going to take decades to provide a quality education
for these children. In Latin America only 15 per cent of children complete
the ninth grade.® Without guaranteed access to quality education, poor
children in Bolivia, Honduras and Nicaragua cannot hope to break the cycle
of poverty, much less compete in a technically sophisticated global
economy. Thus, investment in health and education is a crucial long-term
development goal. In the short term, however, the investment must dem-
onstrate quick results and achievements, such as Bolivia’s savings of US$77
million in 1999 debt service from the original HIPC initiative. World Bank
statistics show that social spending was US$119 million more in Bolivia in
1999 than in 1998. Increased spending on health care and education alone
counted for more than 50 per cent of the increase. Results encourage gov-
ernment and donor constituents who doubt the efficacy of human devel-
opment investment to maintain a long-term commitment to providing
quality public education for rich and poor alike. It is equally important to
convince the poor that they will not be excluded. The IMF history of cutting
social expenditures in many countries has resulted in governments im-
posing school matriculation fees and user fees for health services. There is
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an immediate and direct impact on the poor; their quality of life deterio-
rates even more.

Macro-economics and the Poor

The PRGF is intended to be “pro-poor.” The IMF maintains that the PRGE,
unlike its predecessor, the enhanced structural adjustment facility, will
integrate poverty reduction within the macro-economic framework. Ide-
ally, public consultations are proposed for key macro-economic policies
such as targets for growth and inflation; fiscal, monetary and external poli-
cies; and structural policies to accelerate growth. Also, the IMF is placing
additional emphasis on good governance. It says the primary focus will be
on improving management of public resources and achieving greater trans-
parency, active public scrutiny and generally increased government ac-
countability in fiscal management. All these goals are worthy, but none
seems to address one of the underlying problems in all three countries —
rural economic development. Land tenure is a cumbersome problem, es-
pecially for the poor in Honduras and Bolivia, and the PRGF does not ap-
pear to have a mechanism to address this severe problem, while the PRSPs
for both countries promote poverty reduction in rural areas. Central America
is primarily agrarian, and so is Bolivia to a large degree. It is difficult to
understand how the application of neo-liberal financial policies through
the PRGF will benefit non-industrialised countries with a plan to reduce
poverty when those very policies ignore the reality of the social and eco-
nomic conditions of the HIPC countries.

The PRSP and PRGF: Instruments of Change

One of the main economic problems in the Latin American HIPC countries
is the lack of stable, local micro economies in which everyone is able to
participate and benefit. Constructing a more democratic economy would
allow poor people to provide goods and services and earn a sustainable
living wage within their own communities and the country at large. Unfor-
tunately, the history of mercantile business in Latin America demonstrates
that it seeks its fortunes through political influence rather than local mar-
ket competition. Businessmen who gain share their profits with corrupt
politicians, creating a vicious cycle that produces increasing profits and
corruption.’® The great disparity in the distribution of wealth in Latin Ameri-
can countries and the historic traditional political culture further compli-
cate the issue of reducing poverty.
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Over one-third of the population in Latin and Central America lives in
poverty — at least 224 million people.” Eighty-five per cent of the wealth of
Central American countries is concentrated in the hands of 9 per cent of
the population, who do not use it to create jobs that pay a living wage,
stimulate the economy, or generate capital.? Some of the national wealth
is lost to private accounts in overseas banks. Social and economic prac-
tices and policies that keep people poor are at the root cause of poverty.
The PRSP, although imperfect, is the best option that the Bank has devel-
oped and implemented to change these unjust social and political struc-
tures. The Bank’s anti-corruption and governance initiatives are additional
tools; when applied, they will help brake detrimental political and social
traditional cultural practices that exclude the poor from earning a sustain-
able living.

The PRGF embraces the neo-liberal economic ideology of the IMF and
the developed donor countries, who propose that free trade and invest-
ment will create jobs and that job creation will alleviate poverty. As was
demonstrated with NAFTA, there is data to the contrary. The US trade policy
for Latin America promotes trade preferences for certain goods such as
textiles and small electronic components from the Central American, Car-
ibbean and Andean regions. In the last decade maquilas (mass clothing
manufacturing plants) burgeoned in the free trade zones of Honduras and
Nicaragua. Most are owned by European, Taiwanese and US companies. In
general, employees are discouraged or prohibited from joining unions.
However, wages can be up to 10 per cent above or below the minimum
wage, undermining a country’s wage and labour standards. Employment
in maquilas attracts poverty-ridden rural residents to migrate to maquila
communities located in or close to cities. Poor working conditions in a
maquila are attractive to those who have been out of work and cannot feed
their family. The benefit of a temporary job with a steady wage for maquila
workers is attractive, but it does not provide additional training and skills
that would improve their chances for better jobs and higher wages when
the factories close down. In addition, employees are not equipped to com-
bat the rampant crime and prostitution in their maquila communities, nor
is the government.They are unprepared for encounters with HIV/AIDS and
other common sexually transmitted diseases. Foreign corporations main-
tain that they are bolstering local economies with their maquilas, but they
make little or no investment in improving the social conditions for their
workers and surrounding communities.
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Summary

The risk of entering into the PRSP process for countries that are suffering
from economic crisis is that the governments will decide that they do not
have the resources to help the poor. In the case of the developed countries,
the United States, Germany and Japan are showing negative economic
growth indicators. This could well mean that there will be a recession with
global economic consequences and less funding available for overseas de-
velopment assistance and debt relief.

In Latin America there is strong sentiment against poor people in the
cities and surrounding urban perimeters. Furthermore, in the case of Hon-
duras and Nicaragua, where elections took place in November 2001, there
is a history of each successive government decrying the failures of preced-
ing administrations. It remains to be seen if the new administrations of
Honduras and Nicaragua fully engage with the cumulative serious social
problems that are emerging and/or worsening.

All three countries suffer from a high unemployment rate, a high pro-
portion of households headed by single women, street children, and an
increasing rate of HIV/AIDS, and they also suffer from a flight of capital as
well as migration of employable citizens. In the past there has been a lack
of political will and technical expertise to solve these problems. It appears
that the governments have no operable methodology to attack the roots of
their social and economic problems. Furthermore, it appears that PRSPs
and IFI involvement at the level of civil society is divisive among those
who are allowed to participate in negotiations over poverty and develop-
ment planning and those who are excluded from participation. Histori-
cally, the poor have been socially and politically marginalised. They are
alienated from government officials who are making decisions that could
affect their livelihood and future. Other than through local CBOs or NGOs,
they have little in the way of political power. Without representation, they
have no means to lobby on their own behalf. This only serves to reinforce
the unequal national and global power relationships that exacerbate the
roots of poverty.

Debt relief and poverty reduction are not dependent upon quick eco-
nomic growth. Poverty reduction goes hand in hand with economic and
human development and is a long-term goal. In the UN Human Develop-
ment Report for 2001, rankings in the human development index and gross
domestic product indicate that countries do not have to wait for economic
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prosperity to make progress in human development. In fact, indicators in
poor countries show that with the right policies — greater investment in
health and education - they can advance faster in human development
than in economic growth. However, if economic growth favours the poor,
countries can do even more to promote human development.?? The IMF
maintains that it is not possible to have poverty reduction without eco-
nomic growth. The human development index refutes that assumption,
but if any economic growth should occur through the PRGF, some should
be directed at supporting greater human development.

What appears to impede economic growth in developing countries is
the total long-term debt of the 41 HIPC countries, which grew from US$47
billion in 1980 to US$159 billion in 1990 and to US$169 billion in 1999.% In
response, the poorer nations received new concessionary loans to repay
accumulated older debts. For this cycle of debt and borrowing to end, HIPC
governments need to develop policies that would change the distribution
of economic benefits. Currently, political and other elite groups in Latin
America stand to gain the most from IMF economic growth projects.

People living in poverty in Central and Latin America are excluded from
the process of economic improvement through the inequality of the distri-
bution of wages and lack of access to the dynamics of production, espe-
cially in the case of land tenure and financial investment for rural develop-
ment. Hernando De Soto, director of the Peruvian Institute for Liberty and
Democracy, expounds the theme that the poor have trillions of dollars in
“dead assets,” but because they live and work extra-legally, they cannot
convert their assets to capital that would lift them out of poverty.?* The
intrinsic weakness of the Bolivian, Honduran and Nicaraguan PRSPs is that
the governments failed to design their national poverty-reduction strate-
gies to attack and eliminate the root causes of poverty. Instead, they adopted
the IFI’s neo-liberal view that it is inefficient systems and poor labour pro-
ductivity that are the key determinants of poverty. They ignored the fact
that in Latin America it is public-sector corruption with impunity that is
the major obstruction to human development and economic growth.?

Keeping corruption and mismanagement of public funds in mind, it is
not encouraging to learn that the World Bank reported in a recent study
that within a year, only two of 25 debt relief recipients will have satisfac-
tory capacity to track where government spending goes. Thus, when civil
society groups in Bolivia, Honduras and Nicaragua organised to developed
their mecanismo de auditoria social it should have been good news to the
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Bank and the IMF. Although the Bank and the IMF encourage civil society
participation in the PRSP process, they remain silent when it comes to en-
dorsing the mecanismo de auditoria social, primarily because they maintain
that the elected government is responsible for carrying out the PRSP initia-
tives and not disparate groups from civil society. This is true, but, as a Nica-
raguan Catholic cleric says, it is the poor who will pay for government-
incurred debts now and in the future with their misery, poverty and
unemployment. The poor will continue to suffer until major shifts occur in
the political, economic and social cultures of their countries.

Culture is not static; it can change. Political, economic and social cul-
tural changes that have occurred in other countries that have moved up
from poor status vary. However, when countries move from the poor to the
middle-income category, there tends to be a movement away from the es-
tablished and traditional lines of authority and toward shared power and
shared decision-making among government institutions.? Perhaps the best
place to begin to change culture is with the children through education
and allowing them to speak for themselves. Surely their dreams are not for
a life of poverty. However, if significant changes do not occur in the rela-
tionships between Latin American government officials and civil society,
and between the neo-classical economic theorists and governments of de-
veloping countries, the children of Latin America will inherit the poverty
and suffering of their parents and grandparents and great-grandparents. “The
fight against world hunger, for meaningful employment, for better health
care and educational opportunity — all of these can blossom when entrepre-
neurial energy is not focused solely on maximizing financial return,”” as in
the case of paying a country’s external debts with exorbitant interest.
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Alan Whaites

Conclusion:
Beyond Jubilee Towards Justice



RSPs offer an opportunity for a focused and comprehensive effort to
end poverty. But to do so, they rely on action not only by the people
and governments of poor countries but also by those of the rich world.
Many citizens of those richer states showed their concern to see poverty
end through the original campaign that brought both a degree of debt re-
lief and also the birth of PRSPs: Jubilee 2000. The future of PRSPs should not
be divorced from its history, and there is much that can be learnt from the
original movement that led to the G7 meeting in Cologne in June 1999.
Jubilee 2000 caught the popular imagination by drawing on a biblical
passage. Leviticus 25 calls for periodic years in which debts should be for-
given and slaves set free. The principle of Jubilee is part and parcel of a
system of laws that Christians, Jews, Muslims and many other people of
faith believe were given by God to the Israelites thousands of years ago.
The laws of the Old Testament formed a comprehensive system of gov-
ernment that dealt with the practical and the spiritual and governed the
market, the social sphere and politics alike. Within this system of laws the
principle of Jubilee stands not in isolation but instead in integrated unity
with a series of provisions that ensured justice and a remarkable degree of
equity. For the Jewish Law also makes clear that there “must be no poor
among you” (Deut. 15:4).
Perhaps one of the clearest mechanisms within this system for ensur-
ing provision for the poor also comes in the Book of Leviticus. Leviticus 19

outlines a provision that has often been termed the right to glean, although
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it would be more accurate to call it a reservation of part of the national
wealth for the care of the poor (Lev. 19:9-10). The provision instructs the
Israelites to leave a portion of their harvest uncollected to allow the poor
and the stranger to share in the produce of the land. In Proverbs, the Isra-
elites are further instructed to protect the rights of the poor, the widowed,
the orphaned and the refugee (Prov. 31:8-9).

Christians believe that the Bible describes nothing by chance. The in-
struction to leave a portion of the field unharvested, rather than to gather
the entire crop and distribute a proportion to the poor, is important. God
was reminding the Israelites that the gift to the poor was not theirs but the
gift of God. The transfer of resources from those who are rich to those who
are poor always poses the risk of self-righteousness, which can also lead to
injustice. The rich can forget that they themselves are the recipients of
many gifts.

Leviticus was simply reminding the wealthy, with all their resources,
that in reality the world is God’s creation, held in trust by people with the
responsibility to act as God’s stewards. If those stewards followed God’s
outline of just relations, then a proportion of wealth would be reserved for
the poor as their right. The rich do not reach their position by access to
resources alone. Leviticus implicitly accepts the notion that hard work and
high productivity are good things, partly because they enable more resources
to be devoted to helping the poor.

Productivity growth has been one of many factors that have enabled
the occupants of rich countries to increase their wealth greatly in the last
two hundred years. Even so, ultimately that wealth is still rooted in gifts
bestowed by God, such as fertile land; teeming seas; abundant mineral,
coal, oil and gas resources; navigable waterways; and favourable climates.
The opportunities offered by increasing wealth to help the poor, however,
have been largely squandered.

The resources to combat poverty do exist. The world has the resources
to reduce deaths from preventable diseases and to address malnutrition,
but those funds are concentrated in relatively few countries. In 1998 the
richest 20 per cent of the world’s population was 83 times richer than the
poorest 20 per cent. In the 1960s it was 30 times. Put simply, as northern
states have grown richer, they have not taken the poor along with them.
This marginalisation of the poor is in stark contrast to the value system in
the Bible, by which Jesus Christ called on people to see God’s image in each
poor person, each prisoner, each leper. The fruits of the distortion of global
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priorities are seen in the preventable child mortality that accompanies a
world in which 3 billion people live on less than US$2 a day.

Fulfilling the work of Jubilee therefore means going beyond debt relief
towards ensuring that the poor receive a share of global wealth so that
they too can invest in a more prosperous future. It’s difficult to quantify
what proportion of the harvest the right to glean would suggest belongs to
the poor. However, we do know that another law of the Old Testament called
on the people of Israel to devote at least 10 per cent of their own income to
the service of God, including the work of the Temple or synagogue among
the poor. The combination of this tithe with the provision of the right to
glean would suggest a significant investment by members of society in the
future of the poor - an investment that must surely have amounted to a
much higher proportion of wealth than the modern-day 0.23 per cent of
GNP OECD countries currently manage to spend on overseas aid.
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partnership which serves more than 85 million
people in some 80 countries. World Vision seeks to fol-
low Christ’s example by working with the poor and op-
pressed in the pursuit of justice and human transfor-
mation.

Children are often most vulnerable to the effects of
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munity to ensure that children are able to enjoy improved
nutrition, health and education. Where children live in
especially difficult circumstances, surviving on the
streets, suffering in exploitative labour, or exposed to the
abuse and trauma of conflict, World Vision works to re-
store hope and to bring justice.

World Vision recognises that poverty is not inevitable.
Our Mission Statement calls us to challenge those un-
just structures, which constrain the poor in a world of
false priorities, gross inequalities and distorted values.
World Vision desires that all people are able to reach their
God-given potential, and thus works for a world which

no longer tolerates poverty.
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