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This paper deals with the Poverty Reduction Strategy Papers (PRSP) introduced by the World Bank (WB) and the International Monetary Fund (IMF). It summarizes the major analyses and evaluation of both proponents and critics. The paper also spells out the recommendations and suggested actions to be taken. The paper is intended to provide background information for the two EU Energy Initiative (EUEI) workshops to be held in Burkina Faso and Mozambique in 2004, and thus the paper only deals with the region of Sub Saharan Africa (SSA). The paper is primarily based on material from the WB, IMF, United Nations Development Programme (UNDP), Oxfam and Action Aid. For a full list of documentation used, see annex 1.

1. Background

Originally, the IMF and the WB adopted the PRSP as a new policy instrument in 1999 designed to serve as a standard framework to decide on lending concessions. The PRSPs were intended to be the basis for giving external debt relief to the 41 countries under the Heavily Indebted Poor Countries (HIPC) Initiative. This was later extended to the 77 low-income countries also eligible for assistance. PRSPs are both analytical and comprehensive frameworks that integrate macro-economic, structural, sectoral and social aspects that are part of poverty reduction measures and policies of each country. The PRSP approach was created to learn from past failures and limitations of previous approaches. It also emphasizes the need to focus international assistance more on poverty reduction and the PRSP framework is therefore centered on a country’s main development priorities. Other international strategies to fight poverty such as the Millennium Development Goals (MDG) are described in the Risø document “The Situation in SSA and the Development Agenda”. 

The PRSP process aims at being result oriented, comprehensive, country driven, and participatory. Other aspects of the process include the need for the PRSP development to be based on a partnership between governments and other actors. The focus of the papers are long term (10-15 years in line with the MDGs), concentrating on the restructure of institutions. The process also has several short-term goals (3-5 years, the average life span of a project). When the countries have completed their PRSPs the WB and the IMF evaluate each report based on the following criteria: 

· Nature of the participatory process

· Quality of the poverty analysis 

· Use of targets and monitoring systems

· Quality of the macroeconomic framework 

· Nature of the structural, sectoral, social policies

2. The major findings and future challenges

The process of formulating PRSPs in the developing countries has proven that the issue of addressing poverty is a highly political issue. Based on the different PRSPs from the countries, it seems that the success of the PRSP – and consequently poverty eradication - depends more on creativity, trust, co-operation, imagination and flexibility than on the amount of $ provided by government, donors and investors. So funding is a necessary, but not a sufficient tool and if the institutional policy framework is non-existing and non-functional, the impacts on poverty eradication risk being negligible and non-targeted.

Several international, regional and national conferences and workshops have been held on the topic of PRSP. Generally there is a broad based agreement that the objectives of the PRSP approach remain valid and the process has demonstrated that there is recognition of the real needs: poverty reduction has become the central focus of policies and budgets.

Both the WB and IMF themselves and other institutions however acknowledges that there is room for improvement if the PRSP is to become the main instrument for prioritization of actions in the developing countries as desired by the donor community – a much wider use of the framework than originally intended.

The criticism of the overall framework is that the PRSPs are weak on priority and specificity of actions to be taken. Countries need to improve prioritization in the formulation of the PRSP and at the same time be ambitious and realistic. Donors basing their funding on the PRSP need to allow flexibility for differing environments and individual countries’ needs and capabilities.

The major findings of the evaluation of the process so far and future challenges revolve around the following issues:
1. Ownership/participation

2. Governance/accountability

3. Public policies

4. Analysis and monitoring

5. External partners
2.1 Ownership/participation

The issue of ownership is probably the most discussed in connection with the PRSP. Critics claim that the PRSP process cannot be embedded in the national political systems and processes. The fact that the donors initially lead the PRSP approach is perceived by some as being a limiting factor in the development of countries’ own governance systems. Positive aspects of the PRSP include the fact that the process can enhance communication between the local government and its citizens, which will likely improve the outcomes of policies and decision-making. As stated in one study: “The radical political agenda behind PRSPs can thus be interpreted as an attempt to influence domestic political processes in a progressive way”. PRSP formulation is gradually opening the policy making process at a local level.

One of the biggest challenges of the process is that the PRSP risks overriding local policies by imposing international priorities and undermining local-level political accountability. Some of the lessons learned so far regarding PRSPs and reaching the MDGs are that there is a need for a broader sense of ownership and a stronger commitment to the PRSP. National ownership is especially important since the PRSPs should be developed preserving local cultural factors and national priorities. Another lesson regarding ownership is that when donors are involved, the process should nonetheless build upon national political processes. Thus, as mentioned above, simply giving monetary aid is not going to transform things in the country and therefore international institutions should act as advisors to governments and civil societies as well. 

Based on this concern of achieving ownership, one key question that has arisen is how is a balance achieved between conditionality and partnership; between persuading national political stakeholders to buy into the advice of the international community, on the one hand, and on the other, eliciting the support of the international donor community for the outcomes of political processes at the national level? 

Another area of much debate is the role of the WB. According to some critics, the WB still has too much influence over local policies. Prior to official completion of a country’s PRSP, it undergoes an assessment for approval by the IMF and the WB. Consequently there is concern is that the concept of ‘national ownership’ is simply stressed by international agencies to assure that governments assume the necessary responsibility to meet the criteria set for assistance. Instead the idea of national ownership should be one of ownership changing during the evolution of different stages in the process of building a real priority setting. 

There have also been some challenges at the national level about the extent of government commitment beyond the team responsible for PRSP and the ambition that more cohesion with other national planning documents is needed. In some cases Ministers of Finance have not engaged in the process, which undermines the important link between PRSP and the government’s budget. Another point raised in the evaluation of the PRSP process is that national involvement has been wide but not deep. There are many people involved but to a limited extent and there is a tendency of drop-off in engagement in the implementation phase. 

The PRSP policy of having a strong participatory approach often requires a change in the political processes themselves so that these become more open and participative. This scope may be too ambitious for the PRSP process to encompass. Another related topic is that the process implies equal partnership among actors and this is difficult to achieve since governments tend to hold a lot more power than civil society organizations (CSOs). When talking about integrating the participation of civil society into the PRSP process, the selection of stakeholders and partners should also concentrate on local NGOs instead of only international organisations. In the development of the PRSP, the role of civil society has often been limited to issues such as health and education and neglecting other sectors - in other words; there is a need for different actors to become involved in policy building, actors both from the government as well as from the civil society. Another strong criticism based on studies of grassroots organizations states that the participatory approach in the PRSPs is simply a “semblance of participation based on the need to legitimize and modernize the neo-liberal paradigm”. In some cases civil society didn’t participate in the discussion until after the base of the document had already been established. Some CSOs even felt pressured to participate in the PRSP process or else risk their future funding.

Undoubtedly the PRSP process has furthered dialogue and participation has increased but it is still consultation rather than participation and thus to further the success of the PRSP commitment, participation and involvement by all partners incl. donors should be encouraged. The process needs to ensure that all stakeholders are included, in particular CSO, parliament, private sector, and line ministries. Furthermore, the problem of voice poverty needs to be addressed by governments and donors: How to ensure that all opinions are heard and all needs considered – even if the opinion or need comes from a poor, rural, female subsistence farmer.

2.2 Governance/accountability

Probably the most delicate issue of all mentioned in this paper is the issue of governance. How is it ensured that governments, the people and the international community are on the same wavelength when it comes to agreement on what defines good governance? There is very little foreign direct investment in SSA and it is widely known that the international milieu finds that some of the major barriers for investment are mismanaged economies, lack of transparency, wide spread corruption, rent seeking and distorting taxation schemes. So the issue at stake is not whether or not these problems exists – the issue is how are the problems solved? The delicate balance to achieve is the balance between national sovereignty and “getting the job done”. The perception of “what is good governance” does differ from country to country, from person to person. But it is possible to develop a common path with the use of the extensive research in the area, deep intensive dialogue, cooperation and especially respect for all voiced opinions. The PRSPs primarily deals with public sector reform and it is vital to make the necessary adjustments and changes to ensure that the public sector is well managed, the priorities are well founded and in alignment with the needs of the people of the country. However, transparency, accountability and respect for human rights are also very important issues that should be dealt with in order to further participation, social justice, trust and stability at all levels, both nationally and internationally.

For further action concerning the PRSP process it should additionally be taken into consideration that attaining an ideal level of performance is impossible. Donors tend to expect the PRSP policies to remain in place from government to new government. This has proven nearly impossible to achieve. To achieve such a continuum requires good reasoning as to why the process should remain in place after a new government leaves.

2.3 Policies and strategies

The substantive policy challenges for poverty reduction varies from country to country, but the PRSPs are nonetheless centered on macro-economic framework, good governance, access to health and education. There is recognition in all the PRSPs in SSA of the importance of macro-economic frameworks and that pro-poor growth is vital. Thus the process needs to strengthen the promotion of consistency between poverty reduction and macro-economic policies and the realization that poverty cannot be reduced through the proceeds of growth alone. The countries implementing the PRSPs should therefore be careful that growth, usually export oriented doesn’t become a poverty-reproducing force instead of a reducing one, especially when talking about structural and policy measures: privatization (especially of basic services such as potable water); trade liberalization; cost recovery schemes for health and education; removal of subsidies; all actions that could potentially hurt the most vulnerable. 

However, safe to say, that today all partners agree that economic policy cannot stand alone, there needs to be complementary policies to build productive asset of the poor. At least a few factors are important to consider in this regard:

It is imperative to analyse in depth, which policies work in practice. Many decisions on structural adjustment policy (SAP)-measures have been made based on theory and not on impact analysis in the countries and consequently have unintended negative effects on the people. The linkages between policies and outcomes, in particular relating to poverty reduction, require further scrutiny to optimize the synergies. The debate on policies and strategies has opened up in the developing countries, in particular on macroeconomic issues. But it is still crucial to keep respect for national priorities and keep in mind the capacity constraints (both human, financial and technical) faced by many developing countries today, constraints that can only be overcome with time, education and sustainable planning.

Complementary policies bear linkages to each other and thus time should be devoted to include more cross-sectoral linkages. One recommendation is that development partners provide support to line ministries to prepare sectoral strategies based on the PRSP approach. Another suggestion is to enhance integration and mainstreaming with other governmental processes and cycles, in particular the budget and parliament. Whatever the solutions, it is evident that the sectoral strategies and PRSP should be consistent and integrated, this has not been implemented very rigorously so far and thus should be high on the agenda when considering revisions and improvements of the PRSPs.

As mentioned earlier, emphasis has been put on access to key services, namely education and health. There has been little focus on rural development and this focus has solely included discussion on interventions to improve access to rural credit. Since the most destitute of all are the rural poor, there should be more focus and spending on rural development, also to curb the rapid urbanization – a phenomenon, which puts severe demands on a country in terms of providing financing for technical and human infrastructure. Rural development means among other things improving productivity in agriculture, i.e. financing and institutional mechanisms, and creating access to energy, which is vital with respect to increased market access and income generation for the poor

The complexity of the objective of achieving growth and sustainable development implies that many different actions are needed simultaneously, thus the focus must be aimed at several important issues without muddling the overall picture. Hence sound economic management is just as crucial to poverty reduction as interventions regarding for instance health. The public expenditure management capacity in SSA is limited and there is a serious need for a better understanding of expenditures and their impact. The knowledge on creating an enabling environment for investment and development most also be furthered because the mobilization of resources, in particular domestic and private investments, is critical for any country. With the exception of Mozambique, no countries discuss revenue measures in their PRSP. The IMF and WB has pointed out that this in turn means that PRSPs often aren’t framed within plausible financing frameworks, but rather constitute the infamous “wish lists” presented to donors.

2.4 Analysis and monitoring

Analysis and monitoring are essential components of any process, and thus also the process of the PRSP. It is important to have common goals to steer towards and methods to verify that we are heading in the right direction. With regard to the PRSP and the objective of poverty reduction, undoubtedly there is need for measurable indicators such as the MDGs, but the MDGs – or other indicators - should be adapted to local circumstances to make analysis as accurate as possible and provide a solid tool for policy makers. The development of PRSPs has improved data about poverty and inequality, for instance by establishing specific departments of statistics and analysis (examples??), but in order for the analysis to be useful, the targets set by governments, donors and other partners have to be realistic. The analysis should without question include the needs of the people, in particular the poor, and so it is of principal significance to develop methods that ensures that the voice of the poor gets through the systems and to the top, where decisions are made. Donors should provide technical assistance in this area in order to enhance the human resource and technical capacity to implement a good functioning system of analysis and monitoring. Simultaneously, all development partners should coordinate much more intensively so the requirements of reporting, revisions and updating of strategies and policies don’t put excessive burden on governments.

Furthermore, it would be beneficial to encourage the interaction between researchers/analysts and policy makers. One conclusion reached so far when analyzing the PRSP process is that researchers are more likely to be influential if they interact with policy makers and understand their constraints and agendas. Therefore a strong channel of communication should be developed between policy makers and researchers, also because policy makers in theory are more likely to restructure policies, if needed, after being presented with concrete solid analysis of the impacts of policies.

2.5 External partners

The above-mentioned issues primarily relates to what the developing recipient countries can do to further the economic, social and technical development of their people. There is however one issue that deals with the framework that the donors work within, namely the issue of donor coordination (alignment, co-operation, harmonisation are other popular wordings of the same issue). The net amount of official development assistance totalled 58 billion USD in 2002
, which approximately equals the size of total GDP in 2001 of SADC countries excl. South Africa

With more than 60,000 projects supported by donors in the field of development assistance, there is an overwhelming amount of reporting, donor missions, monitoring etc. connected to the projects. This, as mentioned earlier, puts an enormous burden on recipient governments – in particular because the requirements differ from donor to donor (even within the same system, for instance the United Nations). There is widespread agreement that fundamental changes have to take place to secure donor coordination and thereby greatly enhance aid effectiveness, but not much action has been seen so far even though it is part of the MDGs and both the UN System and OECD/DAC have it high on their agenda. Other criticisms are directed at the balance between donor interest and recipient needs, saying that the aid policies are still too influenced by donors’ backstage agenda and that the conditionalities should focus more on outcomes that ex ante promises. To push the development of SSA forward it is necessary to insist on harmonisation and greater transparency of donor policies and procedures, but at the same time one needs to stress the fact that the recipient governments are ultimately accountable for use of resources and achieving results. One final crucial point is the amount of resources available. The international community agreed on the Monterrey Consensus in 2002, pledging dollars to finance development, now it is time to take all the initiatives and put them into action.

3. Case study: Uganda - Has the PRSP met the goals?

Uganda’s PRSP is considered a success story for the WB but some critics argue that this is an example of how the WB remain focused on SAP measures even though they assert that with the PRSP initiative the focus is on the poor. 

In May 2000 Uganda became the first country to have a full PRSP approved by the IMF and the WB. One of the biggest goals of the process was to support reforms to establish a business friendly environment to boost the private sector. The policies adopted have supported a decentralization movement. These types of reforms started long before the PRSP process began but Uganda’s economic growth did not solve poverty problems. The establishment of the PRSP process was set to reduce poverty but at the same time continue the country’s economic growth. The strongest steps taken with the implementation of the PRSP idea was the broadening of stakeholders’ involvement in policy formation and also strengthening the effort of the government to make their actions more transparent to the public. The PRSP was based mostly on the Poverty Eradication Action Plan (PEAP), a national initiative launched to fight poverty. The PEAP was revised and submitted for revision to the IMF and the WB as the PRSP. 

Uganda has for the past 10 years been considered successful in combating poverty. This type of accomplishment usually runs in parallel with the level of government’s strong political commitment. According to the WB, one reason for the success of the PRSP in Uganda is government stability that allowed for the development of the PEAP in the beginning of the 90’s. The PEAP - and consequently the PRSP - is directly linked to the government’s budget. 

The main cited reason for political stability in the country is Uganda’s ‘one-party’ system that was established in 1986 following the military victory of President Museveni’s National Resistance Movement. But the political system in Uganda is continually under stress as pressure groups protest on the lack of pluralism within the political arrangement and some analysts see the PRSP as a policy of achieving a less divisive society without compromising the current political system.

Uganda is also considered a success story due to the commitment of the government to actively participate with donors. This supports the view that a participatory approach enhances the likelihood of success for a PRSP. It should be noted that during the whole process there were no open conflicting ideas among the parties involved. It could be speculated that if issues of disagreement had emerged, the process would have taken a lot longer.

Criticisms have surfaced questioning the true success of the country’s fight against poverty and the positive effects of the PRSP. Some further analysis has shown that Uganda’s success especially in the participatory approach is not as apparent as it seems. In the country there is a restrictive legislative framework on NGOs. Only some CSOs have been given privilege access to the policymaking process and have therefore benefited from donor aid. Uganda has a weak civil society in terms of autonomy and there is also a lack if representation from different interest groups in the CSOs. So it can be said the CSOs are not really independent from the government. But nonetheless CSO participation has been institutionalized. This achievement though was not solely accomplished by the PRSPs as other national initiatives allowed this as well.

Local and international NGOs continue the criticisms on Uganda’s participatory approach in the process by discussing the civil society involvement in the process: Ugandan NGOs were invited to the PRSP process only to provide input on the development of poverty reduction goals but not to the nature of the policies to achieve these goals. Based on the NGOs’ research it appears that the policies set in the PRSP were mainly determined by the WB and the IMF in consultation with small technical teams within the Ministry of Finance. So far the development of the contents and details of more than 20 other loans approved in 1998-2001 have progressed without informing civil society. The new loans assessment of lessons learnt to avoid repeating sub-optimal solutions.  For example with regard to privatisation: While the privatization of a few enterprises has benefited individual firms, the overall benefits in society as a whole are questionable since the financial (short term) costs to the state of privatization were found to outweigh the benefits due to several factors i.e. the sale of state assets was affected by corruption; workers who were laid off during the restructuring actions suffered from inadequate compensation. 

When answering the title of the paragraph “Has the PRSP met the goals?” it is necessary to list the goals that is dealt with here: The goal of writing a PRSP has been achieved, however it can be discussed if the underlying goals of this process of formulation have been achieved, for instance with regard to participation. There is a broad based desire to involve more stakeholders in the process from start to finish. The possibilities of doing just that are being looked into, but it is important to also look at what is actually feasible, so that the ambitions for the process stay realistic.

The goal of identifying challenges, limitations and opportunities has been achieved, however there is room for improvement. This is also why the document is not static – it will be revised continuously to allow for changes and new and better methods. Again here the target of achieving the goal is striking a well-balanced approach, namely being ambitious without being unrealistic. The goal of achieving poverty reduction remains – with or without the PRSP. If commitment, participation and prioritisation on the part of the countries are furthered and harmonisation and alignment on the part of the donors are carried out, the PRSP in Uganda – and elsewhere - can be a useful strategic document in the pursuit for poverty reduction. 

4. The PRSP and Energy

Generally speaking there are currently two main strategies on development and poverty reduction: the MDG and the PRSP. These two strategies share similar views on what sectors need to be targeted in order to fight poverty and energy is not considered a priority sector in either of these two initiatives. Although both organizations acknowledge the importance of energy projects and the importance on how energy can alleviate poverty, this is not translated into a priority sector in their PRSP recommendations to countries or directly as a goal in the declaration of the MDG. This is unfortunate, since energy plays a vital role in achieving any of the goals or development strategies set by the international community. 

This vital role is described in the DFID report “Energy for the Poor - Underpinning the MDGs. DFID, August 2002”:

Energy services can play a variety of direct and indirect roles in helping to achieve the MDGs:

To halve extreme poverty – access to energy services facilitates economic development – micro-enterprise, livelihood activities beyond daylight hours, locally owned businesses, which will create employment – and assists in bridging the ‘digital divide’.

To reduce hunger and improve access to safe drinking water – energy services can improve access to pumped drinking water and 95% of staple foods need cooking before they can be eaten.

To reduce child and maternal mortality; and to reduce diseases – energy is a key component of a functioning health system, for example, lighting operating theatres, refrigeration of vaccines and other medicines, sterilisation of equipment and transport to health clinics.

To achieve universal primary education; and to promote gender equality and empowerment of women – energy services reduce the time spent by women and children (especially girls) on basic survival activities (gathering firewood, fetching water, cooking, etc.); lighting permits home study, increases security and enables the use of educational media and communications in schools, including information and communication technologies (ICTs).

Environmental sustainability – improved energy efficiency and use of cleaner alternatives can help to achieve sustainable use of natural resources, as well as reducing emissions, which protects the local and global environment.
Often the money only comes with the attention and thus energy projects today are not considered a high priority for economic funding. In donor countries the financial allocations for energy projects are downsized and this is reflected in a similar way in SSA, where the issue of energy access, especially for the rural poor, is low on the political agenda. Energy is mentioned in many of the countries’ already drafted PRSP but it is not given a high priority and consequently there is a lack of concrete action in policies and projects relating energy to poverty reduction. This has been recognised and one example of a positive step towards integrating energy further into poverty reduction strategies is the creation of a chapter on the PRSPs sourcebook dedicated solely to help policy makers develop and formulate energy reforms and policies in their PRSPs. Five goals regarding energy for poverty reduction are identified in this sourcebook:

1. Expand access to energy services

2. Improve the reliability of energy supply

3. Ensure fiscal sustainability associated with energy supply and use

4. Improve energy sector governance and regulation

5. Reduce the health and environmental costs associated with energy supply and use. 

When energy goals are included in the PRSP and a large bilateral donor like DFID links energy to the MDGs, it is very likely to have a significant impact on the general understanding of energy access as an important issue in poverty reduction strategies. EUEI is another noteworthy step in the same direction and hopefully it doesn’t stop there.
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