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1.
Introduction

The launch of the Poverty Reduction Strategy Papers (PRSPs) in 1999 is a tacit admission by the Bank and the Fund that two decades stabilization and structural adjustment have failed to dent poverty in Africa.
 This appeared to be a welcome relief for many academics, NGOs and other institutions that argued in the 1980s and early 1990s that the structural adjustment programmes (SAPs) of the two institutions placed too much faith in correcting macroeconomic imbalances and "getting prices right", without much concern for the distributional impact of these policies.
  The Word Bank estimates that by 1998, a fourth of the population of the developing world (1.2 billion people) were living below the poverty of line of US$1 per day in 1993 purchasing power parity terms.  Excluding China, the number has risen from 880 million (1987) to 986 million (1998).  The corresponding figures for sub-Saharan Africa (SSA) are also telling: an increase from 217 million to 291 million over the same period.  That is, an average of about 46 percent of the total population over the period (WB, 2001 pp 17 and 23).  The UNCTAD secretariat estimates that the proportion of those living on less than US$1 a day in the Least Developed Countries (LDCs) of Africa has increased continuously since 1965-1969, from an average of 55.8 percent to 64.9 percent in 1995-1999 (UNCTAD 2002 table 19 and 20).
 

The PRSPs are prepared by national authorities in developing countries with broad-based participation of civil society organizations (CSOs), stakeholders in enterprises and the poor. These papers define the strategies to be pursued by national governments with financial support from the International Financial Institutions (IFIs).  The Poverty Reduction and Growth Facility (PRGF) of the Fund, has replaced the Enhanced Structural Adjustment Facility (ESAF); and the PRSPs have become an integral part of the Heavily Indebted Poor Country (HIPC) Initiative, and a precondition for access to the Poverty Reduction Support Credit (PRSC) introduced by the World Bank in 2001.  Bilateral grants, concessionary loans and debt relief have all become inextricably linked to poverty reduction policies and strategies. 

The UNCTAD Report, From Adjustment to Poverty Reduction – What is New? attempts to find out to what extent poverty reduction in Africa has become a REAL concern for both the Bank and the Fund.  In other words, is this conversion from the strong belief in macroeconomic stability and market forces to poverty reduction a real "Damascus-road" type of conversion? Naturally, the focus of the Report is the policy content of the poverty reduction programmes. This paper attempts to summarize the main issues in the Report and examines these within the context of the growing literature on PRSPs.  It is organised as follows.

The new elements of the poverty reduction programmes are summarized in the following section. This is followed by a discussion of the extent to which the PRSPs
 are different from the stabilization and structural adjustment programmes of the past two decades in section 3.  The penultimate section underscores a few observations based on a scan through the literature on the implementation of PRSPs to date.  The final section has some concluding remarks.   

It is important to note that the PRSP process is still evolving, so the objective of the Report was to contribute to the on-going debate with a view to improving the implementation and policy content of PRSPs in order to enhance their effectiveness as instruments in addressing poverty.  In this regard, it is important to draw attention to the distinction made by Professor Kwesi Botchwey recently between "systemic pitfalls" and "teething problems" of PRSPs.
 The latter could, hopefully, be overcome with increasing experience in the implementation of PRSPs, but the "systemic pitfalls" could only be addressed if debates such as this are encouraged.  The UNCTAD Report as well as this analysis is a contribution to the debate on how these "systemic pitfalls" could be assuaged before they overwhelm this new enterprise of poverty reduction.

2.
The new elements of the poverty reduction programmes

An important element of the PRSPs is country ownership and participation.  That is, broad-based participation by CSOs, the stakeholders and the poor in the design and implementation of poverty reduction programmes in each country.  The staff of the Bank and the Fund are expected to play only a supportive role in the preparation of the papers through a design of the broad framework and a "joint staff assessment" (JSA) of the both the I-PRSPs and the final PRSPs.  This it to facilitate their endorsement by ensuring that the final PRSPs are compatible with the requirements of the governing bodies of the relevant institutions.

a.
Country ownership and participation

A review of African PRSPs as well as well as of their JSAs suggests a striking similarity between their policy elements and those pursued under SAP in the past two decades.  This is true even for those PRSPs prepared by national authorities before PRSP arrangements came into force (e.g. Mozambique and Uganda). An explanation proffered for this situation is that, expectations of what would be acceptable by bilateral donors and IFIs may influence significantly the way PRSPs are prepared. Ghana's I-PRSP, for example, was drawn from the World Bank's 2000-2003 Country Assistance Strategy document,
 despite the long history of poverty reduction programmes in the country. A concern, noted by the IMF Board and HIPC Ministers and Coordinators is that the PRSP process might escape parliamentary scrutiny and thereby undermine the fledgling institutions of democracy in Africa, in its search for the participation of civil society.  This situation may also raise the problem of dependence of CSOs on donors for contracts and external donor funding thereby compromising their independence. During the recent 49th session of the Trade and Development Board (TDB) meeting of UNCTAD, many participants argued that the external orientation of accountability whereby technocrats were "answerable" to Washington rather than elected domestic parliaments, which was a feature in the preparation and implementation of SAPs, is sadly being replicated during the PRSP process. 

b.
Policy aspirations of the poor

Comparisons between the aspirations of the poor with the policy recommendations of PRSPs reveal consistencies in some cases, although the demands of the poor go somewhat further than the PRSP proposals in a few cases. For example, the poor would want , free inoculations for their children, free health services and free education at all levels, and not just for primary health care and at the primary school level as in the PRSPs (see section II below).  They are also concerned about petty corruption involving the police, doctors, or teachers,
 while the PRSPs focus on large-scale corruption among domestic and foreign businessmen and politicians in respect of government procurement.  In other areas, such as agriculture, labour markets, macro-policies, income distribution and private sector, the aspirations of the poor are not always consonant with recommendations in PRSPs.  These findings, however, are not entirely surprising as there are limits to what policy aspirations of the poor can contribute to the formulation of effective poverty reduction strategies, considering their weak technical capacity.
  But isn't it possible for technocrats to translate the poor's aspirations into workable poverty reduction strategies?  For example, while it may not be possible to grant free education at all levels of education to the poor, isn't it possible to adopt measures that facilitate the access of the poor to assets (and/or enhance the quality of their own assets, e.g. labour) to enable them increase their income earning opportunities?  A priority of the poor themselves, for example, is to be provided with job opportunities.

c.
 Conditionality and poverty reduction

The main issue is: How can we reconcile conditionality attached to aid and debt reduction with country ownership and participation?  This is not to question the original rationale for conditionality, which still remains valid, namely: to protect the financial integrity of the BWIs and to preserve the revolving character of Fund resources. However, "conditionality" has become an issue because currently, it encompasses a large number of areas beyond the competence of the Fund and the Bank, including those falling within the purview of other international organizations as well as national economic and social development strategies. Thus "conditionality", as defined, currently includes actions related to restructuring and privatisation of public enterprises; deregulation of markets, trade regimes, pricing and marketing policy, agricultural, energy and financial sectors; public sector management, public safety nets; and more recently, political and economic governance.   IFI conditionality, loosely defined, in 13 SSA countries over 1999-2000 amounted on average to 114 for each country, of which 83 were governance-related!!
 Concerns regarding these have been expressed by the Meltzer Report (International Financial Institutions Advisory Commission, 2000, p. 7) and the Council of Foreign Relations Task Force Report (CFRT, 1999, p. 15).  While the weak resource base of African countries necessitates their reliance on donor funding with a possible continuation of the existing numerous and sometimes contradictory conditionalities,
 the current consensus that conditionality has become excessive and intrusive underscores the need for streamlining it.  For example:  How much space is left to recipient governments in formulating PRSPs and development strategies? What of cross-conditionality between the Fund and the Bank, which has increased concern for "conditionality fungibility/creep"? 

An attempt is being made by the Bank and the Fund to streamline conditionality, but progress is very slow. Strong concerns were expressed on this issue by HIPC Ministers in their Declaration at the 6th Ministerial Meeting (London, 5 March 2002), when they called for a more dramatic streamlining to about 4-5 conditions (each for the Bank and the Fund), which are essential to a pro-poor macro framework (the Fund) and direct positive impact on poverty reduction (the Bank).

3.
Stabilization, adjustment and poverty

An examination of the poverty reduction strategies enunciated in the PRSPs suggests that these programmes are still underscored by the conviction that liberalization and openness hold the key to rapid and sustained growth, which in turn holds the key to poverty reduction. Both notions are only partially correct, as discussed below.  The autonomy of countries in designing their own growth and development strategies is thus circumscribed by the same considerations that dominated SAPs.  To illustrate the point, we discuss below the strategies outlined in PRSPs in some selected sectors.

I.
Macroeconomic and adjustment polices and poverty   

The main issue here is that conventional macroeconomic policy measures have been incorporated into PRSPs because macroeconomic stability is essential for growth, without which poverty cannot be reduced. It has been recognised, however, that attaining macroeconomic stability may require some temporary sacrifice of growth, and entail regressive changes in income distribution, possibly to the cost of the poor, in the short run. However, proposals by the Fund and the Bank for even a restricted Poverty and Social Impact Assessment (PSIA)
 of these policies have not been seriously carried through.  Thus, PRSPs have covered a gamut of macroeconomic policies and structural reforms
 whose likely impact on poverty reduction has not been assessed, and, at best, is tenuous. The need for making progress in analysing the impact of policies on poverty reduction has been identified by the Board of the IMF.  Also, HIPC ministers at their 6th Ministerial meeting in London noted that one of the weakest areas of most PRSPs is the analysis of the links between macroeconomic and structural policies and poverty reduction.

a.
Stability and growth

One of the main concerns here is the trade-off between inflation and growth, and the degree of price instability that could be tolerated without undermining the longer-term expansion of economic growth.  Measures to realise macroeconomic stability are a common feature of African PRSPs. While there is no contention on the need for macroeconomic stability, it is the policy content of stabilization programmes, which are the subject of concern.  For example, there appears to be almost a universal commitment to tight monetary policies.  The standard macroeconomic elements in these PRSPs are "non-inflationary budgetary policies and monetary restraint". Considering that in the developing world, the SSA region rarely has a history of hyperinflation, this is surprising. Of the 27 countries in the region with PRSPs and I-PRSPs, only four in 2000 had two-digit inflations averaging slightly above 20 per cent per annum (Ghana, Malawi, Mozambique and Zambia). The average rate of inflation for the others was 3.5 per cent, and the price level actually fell in five countries (Burkina Faso, Cape Verde, Cote d'Ivoire, Mali and Sierra Leone). Nevertheless, even in those countries with 3-5 per cent inflation disinflation continues to be emphasized in their PRSPs. 

b.
 Reforming the financial system
Another macroeconomic objective in PRSPs is the reform of the financial system.  These include commitments on deregulation of financial markets, market-based interest rates, introduction of treasury bill auctions and a secondary market of government debt instruments as indirect tools of monetary policy, introduction and diversification of new financial instruments, deregulating entry into the banking sector, including the enforcement of supervision and prudential regulation in the management of the banking system, and the creation of a stock exchange.

The poverty alleviating impact of such measures is questionable. Financial sector liberalization in Africa started as a reaction to government interventions in the banking systems. Although this policy was well intentioned, interventions proved excessive, and undoubtedly had little success. Early reforms rightly consisted of lifting interest rates above inflation, eliminating credit allocations to privileged groups and the reducing public sector deficit financing via the banking system. But, the current wave of liberalization has gone much beyond these positive measures. The switch to financing public deficits by government debt papers in thin financial markets, their marketing via auctions to the banking system and the move towards market-determined interest rates are injecting serious elements of instability to African economies. Although there have been some improvements in this area compared to the pre-reform era, calls for financial prudence and supervision have, largely, been ineffectual because of weak technical capacities in these areas. These financial sector reform measures have resulted in increased accumulation of domestic debt, with consequences for income distribution no less serious than inflationary financing; very high and volatile interest rates have placed heavy burdens on the private sector; and, public investment has equally suffered from high interest rate payments financed from the budget. Considering both the growth and distributional impact of financial liberalization in Africa, it is difficult to share the optimism of PRSPs regarding its positive impact on growth, distribution and poverty reduction on the continent.

c.
Foreign exchange regimes and the capital account

Increasingly, there have been measures in recent years to eliminate exchange controls and open up capital accounts on the continent.  Explicit commitment to the liberalization of capital accounts is an exception in country papers, although this has been endorsed as a pro-poor policy in the IMF PRSP Sourcebook.  However, references to broad commitments on "economic openness", "open financial systems",  "liberalized foreign exchange markets", and "market-determined exchange rates" are common in PRSPs. Close scrutiny and management of the capital account has not been mentioned in the papers. Rather, building up large stocks of international reserves is the recommended tool to address the rapid exit of capital, and as part of the poverty reduction strategy in Africa. Reserve levels to cover imports of goods and services for at least six months (above the traditional norms of 3-4 months) is the most frequent recommended threshold in PRSPs. The opportunity costs of reserve accumulation (e.g. in terms of importation of goods and services to increase output and investment) have not been taken account of in a region where these costs are highest. The implications of capital account liberalization for exchange rate stability and alignment have often been ignored. This is despite the fact that the World Bank has occasionally cautioned against "speculative and short term capital inflows, mainly driven by high interest rates … the outcome [of which] has been increased real exchange rate instability; and recommended Chilean style disincentives against "short-term and speculative capital flows… in the context of an essentially open capital account" (World Bank, 2000, p. 220).   African PRSPs continue to adhere to the principle of open capital accounts even though its contribution to economic stability, growth and development has become highly doubtful in recent years, as demonstrated by the repeated bouts of financial instability in Asia and Latin America, particularly in the absence of appropriate institutions to cope with a surge in inflows, and in particular outflows, of private capital. Notably, the G20 at its last meeting (November 23, 2002) agreed that the pace of capital account liberalization should be consonant with each country's stage of development.

d.
Trade reform

Trade policy advice in African PRSPs is still underscored by the conventional view that a liberal trade regime is beneficial to the poor because it is essential for growth and it improves income distribution. The standard recipe is low average tariff rates with a limited dispersion of rates, and the elimination of non-tariff barriers altogether. Import liberalization is sometimes advocated as a means to undermine monopolistic market structures, reduce factor costs and enhance competitiveness. Many of the PRSPs advocate also advocate increased competitiveness in international markets as a means to reducing poverty, and emphasize the role of productivity in attaining poverty reduction objectives.  However, they also argue for reducing wage costs through wage cuts and flexible labour markets. 

The experience in SSA, as UNCTAD research has shown, is that international competitiveness could not be improved despite substantial wage cuts in manufacturing real wages, as liberalization took place before a successful export drive, unlike other regions (e.g. S.E Asia), which liberalized after a successful export drive. The drift into de-industrialisation in SSA is indicated by a decline in the elasticity of industrial value added with respect to GDP growth, from 1.10 and 1.03 during the 1960 and 1970s to 0.65 in the 1990s.  

There certainly was the need for rationalization and liberalization in the trade regime of African countries, but blanket liberalization is the not the answer to the distortions of the past.  As noted by the UN High Level Panel on Financing for development, past mistakes in trade and industrial policies cannot justify going to the other extreme and denying limited, time-bound protection for certain industries in order to provide the opportunity of actively nurturing the development of an industrial sector (UN 2001b, p. 17). 

Long-term solution in the area of trade, no doubt, lies in improving the productive capacity of the region, including addressing supply-side constraints, but it also lies in improving deep-seated imbalances and distortions in the international trading system in areas of export interest to African countries – e.g. agriculture and labour intensive exports of textiles and clothing.  Important in this regard is the cost of protectionism (e.g. non-tariff barriers, peak tariffs and tariff escalation) in industrial countries to African countries.

e.
Agricultural policies

Policy recommendations in the area of agriculture conform to conventional policy recommendations: disengagement of public sector agencies from agricultural markets, and the liberalization of both forward and backward markets, through support for private agents at all levels. There are explicit references to the liberalization of some commodity markets – cotton, coffee, and cocoa; and some commitment to reforming the land tenure systems in order to secure individual property rights, although in some cases this is in support of large scale investors in large scale farming.

World Bank research has found out that such policies have not always worked. Among the negative developments identified are: declining producer prices coupled with rising input prices for food crops, the adverse impact of the elimination of fertilizer subsidies on farmers, and collapse in the maintenance of rural roads.  Such observations have led the Bank to conclude: "…market friendly reforms have also sometimes hurt the rural poor… Agricultural market liberalization without the institutional framework… could have serious consequences for poor people (World Bank, 2000, pp. 68-69).  Despite this, the Bank's final verdict was that, "reforms need to be further consolidated"!!

Research has suggested that the aspiration of the African poor is not the development of private property rights per se, but rather land reform.  Also, empirical evidence and the UNCTAD secretariat's analysis have shown that traditional institutions in African agriculture, including the much maligned public institutions, have performed many beneficial tasks for the poor, despite the secular declines in output and violent short-term fluctuations in international prices of agricultural commodities.  Markets are unlikely to provide reliable buffers against shocks even when they are functioning reasonably efficiently.   The emphasis on much higher public expenditure on rural infrastructure in recent PRSPs and ODA packages is welcome.  But there is the need for official policy to go further and seek to create the conditions needed for higher levels of investment and input use by farmers themselves.  An active public sector engagement is necessary for, among other things, easing the financial constraints on small-scale farming and significant improvements in the physical and technical environment for agriculture.

II. 
Education and Health


The PRSPs focus attention mainly on primary education and health care.  This is motivated by moral considerations as well as the drive to improve efficiency and income distribution, and hence reduce poverty through the accumulation of human capital. The objective of providing universal primary education necessitates considerable increases in investment and current spending.  Education strategies enunciated in many PRSPs include abolishing or reducing school fees and providing exemption for targeted groups, as well as free textbooks for all, or the targeted groups.

On the contrary, curative health care (particularly hospital inpatient treatment), as well as, secondary and tertiary education, are implicitly treated as partly private goods to be financed, at least in part, by user-fees: "partial cost-recovery", "cost-sharing", "parents' participation in financing", "students bearing more of the costs", "removing subsidies", "co-financing" and "pre-payment schemes", are all deemed necessary at higher levels of education and/or treatment of most diseases.  However, empirical studies in poor countries in Africa and elsewhere confirm that demand for both health care and education is highly elastic, and user-fees often constitute an important barrier to access such services.

The analysis presented in the UNCTAD report (pp. 44-50) suggests that exclusive concentration of public spending on primary levels of education and health care, and the adoption of market-based approach through across-the-board user fees at higher levels of education may be counter-productive within the context of poverty-reduction objectives.  Indeed, it is surprising that the African PRSPs still rely on these market-based approaches for broadening access to these services, considering the consensus even among US policy makers that these are harmful to the poor (Marshall, et. al., 2001).
III.
Institutional reform, governance and corruption

"Good governance" has come to play a central role in official policy advice to developing countries in recent years in addition to the original focus of "getting prices right". African PRSPs refer to a number of areas for reform under the rubric of "governance". These are, anti-corruption measures; improved, more participatory and accountable public administration; transparency in the preparation and monitoring of budgetary expenditures; legal reforms aiming at property rights and the strengthening of institutions which affect private sector activity; reforming procurement systems; the rule of law; human rights; or briefly the "architecture of the state". The commitment to such reforms is almost the same in all PRSPs, although there is some variation on how to fight corruption.

This is an ambitious agenda, the implementation of which would require far-reaching changes in African systems of government, including major constitutional changes. We should note that within the context of NEPAD, African governments have recognized the weaknesses in their public institutions and the need for better governance as well as changes to be brought about; and have established a peer review mechanism in order to encourage compliance.  (Note: Twelve countries have volunteered to be peer reviewed at the last NEPAD meeting held in Abuja in October this year.)  There is some consensus on the importance of the institutions referred to under "good governance" in economic, social and political development.  However, a number of considerations emerge in assessing whether institutional weaknesses constitute a major impediment to rapid development in Africa: 

· Institutions emerge through long and, at times, painful historical processes and many of the institutions that are now regarded as prerequisites of successful economic development were the outcomes, rather than the causes, of economic development of today's advanced countries. 

· Many developing countries today have much higher levels of institutional development compared to the level attained by today's advanced countries when they were at similar levels of development.

· There is considerable institutional diversity even among industrial countries today. Imposing a common institutional standard on all countries with varying socio-economic conditions is likely to be counterproductive, as many of the institutions of the advanced countries may conflict with social and cultural norms in the developing world. Imposing such institutions may also put considerable strain on their financial and human resources.

This is not an excuse to maintain the institutional status quo in developing countries, and should not be misconstrued as such.  Rather, it is to underscore the fact that the level of economic development in these countries sets limits to what can usefully be replicated under institutional reforms.

The new focus on by the Bank on better quality government (i.e. more effective government) in the wake of unsatisfactory results with the earlier emphasis on anti-corruption measures, has yet to be fully reflected in PRSPs. Downsizing (and retrenchment) in the civil service still permeate many African PRSPs, instead of a holistic and comprehensive reform programme that addresses the skill requirements of the civil service within the context of an improved incentive scheme and a long term development framework.

Trade and financial liberalization have reduced or eliminated rent seeking activities associated with past interventionist policy regimes.  However, new avenues of rent seeking have been opened up, sometimes leading to even larger-scale corruption – this has been documented in the literature on corruption under liberal regimes.
 Some developing country officials are exasperated by the emphasis on corrupt public officials within the context of "good governance", while little is said about the conduct of multinational companies that bribe abroad. Cuts in public employment and salaries have often weakened the integrity of the civil service and its resistance to corrupt practices.  And privatisation of public enterprises has offered new and large opportunities for rent seeking and corruption, which have often, aggravated their adverse impact on the poor.

4.
Some observations

An eclectic review of the growing literature on the implementation of the PRSP process does not contradict the overall position of UNCTAD, although it reflects different degrees of emphases on some of the main issues. There is a consensus that growth is a necessary, but not sufficient condition, for reducing poverty in Africa.  And that poverty reduction strategies work best with a strong and committed political leadership, and an enabling environment for the private sector and efficient delivery of public services. While a stable macroeconomic environment is good for pro-poor strategies, this must be supplemented by sectoral polices that promote the development of human and physical capital, increasing agricultural productivity as well as encouraging export diversification.  

(a) Priorities of the poor vrs. the PRSPs'  

A critical observation common in the literature is that there are glaring omissions from the PRSPs of many issues relevant to poverty reduction, and of interest to the poor, for example, minimum wages, safety standards, and children's rights. On the other hand, the issue of gender and reform of traditional land tenure systems to give the poor a more secure access have not received adequate attention.  

(b) Quality of participation

On the participatory process, in-country parliamentarians, trade unionists and NGOs, have a long list of complaints including: their being marginalized by the process, undermining of national ownership by externally imposed parameters and the use of foreign consultants. Participation of CSOs and other stakeholders has often been found to be ad hoc in many cases. In addition, the CSOs have found it difficult to access (draft) documents before meetings either because they arrive late, or because of conditions of confidentiality imposed by ministries; and there is a general reluctance on the past of governments to accept them as serious stakeholders in policy formulation and implementation.
 The question of whether national stakeholders play a crucial role in the development of PRSPs; or whether these papers are still dominated by the BWIs therefore comes to the fore within this context, and suggests a need for institutionalising participation in the PRSP process.

(c) Quality of PRSPs

At the second meeting of the African Learning Group on PRSPs (LG-PRSPs) organised by the ECA and hosted by the EU,
 participants made several observations on the PRSP process, which threaten to undermine the quality of the documents, and suggested ways of improving the process. First, the PRSP process was not fully integrated into the democratic process; and neither were poverty reduction strategies an integral part of the national development strategy in some countries. Second, the poverty analysis in several documents is not informed by a rigorous analysis of data. The role of statistics in improving the design, implementation, monitoring and evaluation of PRSPs was therefore underscored. Third, projected economic growth rates in the documents were found to be too optimistic, and in several cases, the documents failed to articulate not only how these rates would be attained, but also how to address the actual needs of the poor. While a few countries made some attempt to cost the projects in their PRSPs, the costing exercise lacked professionalism, and costs arrived at were unrealistic, in particular considering the funding gaps identified. It was noted that addressing these weaknesses could be prove difficult for most countries considering the weak institutional capacity and human resource constraints afflicting African countries. 

 Another concern often mentioned in the literature is the similarity of PRSPs, stemming from the failure to take account of different histories, characteristics and economies of individual countries (Marshall, et. al., 2001). In effect, it appears the "one-size-fits-all" concept, which underscored SAPs of the past two decades had not been discarded. At the second LG-PRSPs meeting, for example, the cases of Sierra Leone and Rwanda highlighted the need for PRSPs to be sensitive to country-specific characteristics in order to address effectively both "structural" and "conflict-induced" types of poverty, as well as take account of the post-conflict requirements of some countries. 


(d) Timing

 A very important issue underscored by the literature is how the timing of the whole process is negatively impacting on the quality of PRSPs. Governments have sought to complete the PRSP process as quickly as possible because of its link to the HIPC debt relief; and/or the need to secure additional donor resources as urgently as possible as was the case in Ghana (Cheru, 2002, p. 7). This has affected the quality of I-PRSPs as well as the full PRSPs (Pettifor, 2002). 

Indeed, the quality of I-PRSPs has been compromised by the BWIs own schedule of moving quickly on debt relief.  During the second half of 2000, it had become clear that the process of debt relief was painfully slow, as only 5 countries (including 4 African) had reached decision point by end-June 2000. Under attack from the NGOs and other observers for the snail-pace progress being made under the HIPC debt relief Initiative, the BWIs sought to accelerate the process of graduating countries to the decision point. Thus, of the 22 countries (of which 18 are African) that had reached decision point by end-2000, more than three-quarters (17) was approved between July and December 2000; more than half of this (10) in December
 alone!!  Most of these I-PRSPs have also turned out to be repackaged versions of existing poverty reduction plans, which is not itself a bad thing (note advantages, e.g. country ownership), but dressing up existing sectoral plans in a PRSP garb raises the issue of limited use of participation to bring about real innovation and change. This also gives rise to data problems, as data on which analysis and strategies are based are ostensibly dated. (Pettifor, 2002, pp. 16-20). 

The haste in the preparation of the full PRSPs is explained by the desire of countries to move quickly to completion point, at which debt relief becomes irrevocable (i.e. "locked-in"). This view is reinforced by the ODI study which states that "In several countries, stakeholders perceive the PRSP exercise as being overwhelmingly motivated by getting access to debt relief, and having little further significance" (quoted in Pettifor, 2002, p. 17).  The speed of transition from I-PRSPs to full PRSPs could also militate against effective participation and thus real ownership. Of the five African countries currently at completion point, one reached in a little over two years of reaching decision point (Mauritania); three in less than two years (Mozambique, Tanzania and Burkina Faso); and the remaining one in less than six months (Uganda), because of the adoption of "floating" completion point under the enhanced HIPC Initiative.
 

5.
Concluding remarks

The new focus on poverty reduction within the context of PRSPs, which emphasize ownership and participation in the design of safety nets and poverty alleviation programmes, is welcome.  However, the freedom of action of recipient governments in the determination of the nature and content their development strategies continues to be severely constrained by two main factors.  First, the existing economic realities, such as the amount of budgetary resources (considering the weak tax-base) that national governments could mobilise to fund public expenditures suggest that they would be unable to raise the necessary financial resources to fund all the poverty reduction programmes in order to satisfy the aspirations of the poor. This situation is exacerbated by the paucity of technical capacity of almost all national governments.  Thus, it is important for governments to "prioritise the priorities" of the poor, starting with those in which they could attain the greatest impact quickest considering resource and capacity constraints.  Second, the conditionalities attached to multilateral lending, HIPC debt relief and bilateral support restrict the options available to national governments.  New governance-related conditionalities have given rise to concerns of encroachment on the turf of other institutions and "conditionality fungibility" among the BWIs.  

A major concern noted in the UNCTAD report is that while the current approach rightly emphasizes the critical role of rapid and sustained growth in poverty reduction, the basic framework remains the stabilization and structural adjustment polices that have barely succeeded in bringing about growth, and have failed to make significant reductions in poverty in those countries that undertook adjustment over the past two decades.  Little attention has also been given to social impact analysis, which is necessary to determine the kind of measures that could actually reduce poverty.  It is clear that the new emphasis on poverty reduction should be founded on a careful and independent assessment of the effects of structural adjustment polices and reforms on economic growth and income distribution.  As observed by the COMESA Council of Ministers at their meeting in May 2002, the mere pursuit of macroeconomic stability with increased spending on social services is unlikely to enable member states to achieve their goal of poverty reduction.  Any effective and meaningful poverty reduction has to be founded on accelerated economic growth which stems in particular from structural transformation and economic diversification, increased savings and investments, export growth (fuelled by dynamic products), and international competitiveness.
  

Too much emphasis is also placed in the PRSPs on market forces in the anti-poverty approach adopted in two key areas, namely education and health.  To prevent the leakage of subsidised health and education services to the rich calls for better targeting – that is, more ingenious schemes which differentiate between the poor and the rich in their access to these services – based on reliable statistics on the characteristics of the poor. De-linking PRSPs from the HIPC debt relief process would also go a long way to improve their quality of PRSPs. Instead, they could be linked to ODA funding, with debt relief assuming the role of incentives for the development of strategies (Pettifor, 2002, pp 16-17). International financial institutions could also support countries to monitor and assess the poverty impact of PRSPs, in addition to allowing an independent assessment of their own role in the PRSP process (Marshall, et. al., 2001).   An institutional innovation, which could promote partnership and enhance effective use of donor resources, would be the introduction of donor performance monitoring indicators at the recipient country level, within the context of  "the principle of partnership". The approach being developed in Tanzania whereby an "Independent Monitoring Group" monitors the partnership between Tanzania and the donor community could be adopted as a working model.

At the second meeting of the LG-PRSPs in Brussels, participants highlighted the importance of dialogue and sharing of experiences in order to improve the implementation of the current crop of PRSPs and the content of the second generation of PRSPs.   The participants also urged donors and Africa's development partners to assist with long-term capacity needs; coordinate and improve the coherence of lending policies; and enhance the predictability of funds; in order to facilitate better planning and implementation of poverty reduction projects within the context of the Medium Term Expenditure Framework (MTEF). Also, the possible impact of renewed regional integration efforts and other development programmes on PRSPs, with the context of the New Partnership for Africa's Development (NEPAD), would need to be identified.  
The success of the PRSP process depends on a committed and strong political leadership which guarantees national ownership of PRSPs; and the change of development framework from paternalism to real partnership, through the alignment of donor policies and programmes with the priorities of PRSPs. The latter would necessitate moving away from project support and emphasis on procedures and processes, to budget support while focusing on impact or output of such a support and policies. The PRSP process could also benefit from removing the balance of payments and resource constraints on capital accumulation and growth in poor countries. In this regard, increased aid, debt relief and greater market access become critical.  It should be emphasised that, greater domestic effort even of the right kind, including good governance, cannot make up for inadequate external financing, and adverse effects of protectionism in industrial countries, which denies African countries the opportunities for harnessing their own resources to address poverty.  Similarly, external financing, however large, cannot make up for deficiencies in domestic policy and bad governance in African countries. 

Indeed, the BWIs have had some "Damascus-road" type of experience, but the scales have yet to fall from their eyes to enable them to see and appreciate the practical issues involved in poverty reduction in Africa, and thus be able to design more effective poverty reduction programmes.
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� It is also an admission that the social safety nets that were introduced to mitigate the social costs of structural adjustment programmes, in the late 1980s in response to persistence of poverty (then regarded as short term adjustment costs) in adjusting countries have failed.


� It should be noted that the primary objective of these programmes was not poverty reduction as such.  The Fund's stabilization programmes, which were aimed at addressing macroeconomic imbalances, have been relatively more successful than the Bank's SAPs, the main objective of which was to stimulate economic growth by tackling the structural weaknesses of these economies. Higher economic growth was expected to reduce poverty via a "trickle-down" effect.  The outcome of the Bank's SAP on growth was at best mixed, while its impact on poverty reduction is questionable .


� This study used the World Bank's definition, but a different methodology, which brings together household survey and national accounts data.


� While, most of these PRSPs are interim PRSPs (I-PRSPs), considering that only  a handful of African countries had as at the beginning of  2002 developed full PRSPs, some recent analyses have suggested that even the full PRSPs display some of the weaknesses of the I-PRSPs. See, for example, Eberlei, 2001.


� K. Botchwey (2002) "Accelerating National Development in the Framework of the New Partnership for African Development (NEPAD): the role of, and Space for National Leadership" Summary Remarks at the Conference on African ministers of Finance, Planning and Economic Development, Johannesburg, South Africa, 19-21 October 2002.


� See Cheru, 2002, p.7, who concludes that the I-PRSP had nothing to do with poverty and was all about securing additional donor resources given the precarious state of Ghana's economy after the 1999 elections which came on the heels of dramatic collapse in the country's terms of trade and escalating oil prices


� A corruption survey undertaken by the Centre for Democracy and Development in 2000 revealed that more than 70 percent of Ghanaians see corruption as a serious problem.  The most corrupt institutions identified are: Customs and excise, Immigration, Police, Internal Revenue Service, and the Judiciary (Cheru, 2002, p. 21).


� Many CSOs, including NGOs, are also reported to have weak technical capacity in macroeconomics and planning, which severely limits their ability to engage government institutions effectively and present coherent and well-articulated alternatives to government proposals (ECA, 2001, p. 13).


� Ironically, it has been observed that the degree of compliance with conditionalities has declined with the rise in in the rise of structural conditions in the 1980s and 1990s.


� For example, minimum spending commitments for targeted programmes may not be compatible with overall budget ceilings. The IFIs also tend to impose conditionalities, which are largely technical (e.g. ceilings on government borrowing or tariff reductions), whereas the bilateral donors impose conditions which may be more political in nature (e.g. the size of the defence budget and measures to fight corruption).


� The PSIA is to "be restricted to substantial macroeconomic adjustments (e.g. big tax increases, subsidy or exchange rate realignment) or major structural reforms (e.g. civil service downsizing or price liberalisation" (IMF, 2000, Para. 23).


� The areas of policy listed in the IMF Sourcebook, cover all aspects of fiscal monetary and exchange rate polices, financial and market reforms (including opening of the capital account) trade liberalization, private sector development and agricultural and labour markets.


� See, the Financial Times, November 25, 2002, p. 6.  The G20, which was created in the aftermath of the Asian and Russian financial crises in the late 1990s, comprises 20 rich (G7) and leading developing countries, including China, India and Russia.


� An example is the case of the Lesotho Highlands Development Authority, an $8 billion scheme to build dams to supply water to South Africa, the financing of which the World Bank was heavily involved. In 1995, an investigating committee found the Executive Director, Mr. Sole, guilty of misusing funds, and subsequent investigations implicated international construction companies. Mr. Sole was convicted of 13 counts of bribery and accepting more than US$2 million in June 2002.  In February 2002, Acres International, a Canadian firm, was charged with two counts of bribery, involving payments to Mr. Sole. The firm was found guilty of passing US$260,000 as a bribe to Mr. Sole. (A World Bank committee, which had earlier conducted a 2-year investigation into Acres International, but found no evidence of wrongdoing, is expected to reopen its case soon). Legal proceedings are underway in Lesotho against German, British and French building companies, which were part of the consortium that built the dam.





� Indeed, participants at the first meeting of the African Learning Group on PRSPs (LG-PRSPs) organised by the ECA in Addis Ababa, Ethiopia, 5-6 November 2001, stressed the importance of participation based on a comprehensive strategy for information dissemination, education and communication to all stakeholders.


� See for example, W. Eberlei, 2001.


� This meeting was held at the Centre de Conférences Albert Borschette, Brussels, Belgium, 18-19 November 2002.


� Data from http://www.worldbank.org/hipc/progress-to-date/status_table_sept02.pdf


� In terms of speeding up debt relief, the "floating" completion point has much to recommend it, but its unintended consequence of "rushing" HIPC beneficiaries to complete full PRSPs in order to be granted irrevocable debt relief as quickly as possible, suggests the need for de-linking the PRSP process from the HIPC Initiative. 


Note also that the US General Accounting Office has pointed out that it has taken up to five years for countries seen as developing bets practice to construct an adequate poverty reduction strategy (see, Pettifor, 2002, p.16).


� The Report lists 24 "growth-oriented" economic polices that member states were urged to adopt in pursuit of accelerated economic development and poverty reduction (see, COMESA, 2002, pp. 13-14).
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