
CHAPTER I

INTRODUCTION

1.1. B ackg ro u n d  to  the PRSP Q ue ry

A fte r re -exam in ing its approach to development lending more than five  years ago, the 
W orld  Bank (W B ) announced a new po licy  fram ework fo r the least developed countries, 
known as Poverty Reduction Strategy Papers (PRSP). In tune w ith  the M illenn ium  
Development Goals (M D G s), launched by the U N  system, and w ith  the concept o f  
poverty reduction at the core o f  development paradigm , fu rther supported by the princ ip le  
o f  pa rtic ipa to ry  development p lanning, the new approach appeared as a fundamental 
change in  the W B  ph ilosophy. As it  intended to attribute a id-recip ien t governments the 
lead role in  de fin ing  po lic ies funded by the W B and expand the development and poverty 
understanding w ith  views from  the c iv il society and the poor, the in it ia tive  promised a 
less invasive, less dogmatic W o rld  Bank, along w ith  more comprehensive, results- 
oriented and most o f  a ll, country-driven-and-owned, development po lic ies and programs. 
However, as Poverty Reduction Strategy (PRS) documents have been fina lized and 
already under app lica tion in many PRSP countries w ith  unclear po lic y  status, w ith  no 
apparent accountab ility  mechanisms, and w ith  few  ind ica tions o f  poverty reduction  
achieved precise ly from  the employment o f PRSP, c iv il society groups renewed their 
reluctance towards what has been thought to be a po licy  sh ift in the PRSP in itia tive .

Ind isputab ly , the PRSP brought a change in certain gu id ing princ ip les o f  the W orld  Bank 
and it  in troduced unprecedented opportun ities fo r non-state development stakeholders. 
The way in  w h ich  po lic ies are formulated and sectors sought to develop, as we ll as the 
manner o f  negotia tions around loan packages, m arkedly reveal several fundamental 
shifts. F irst, the PRSP in it ia tive  mainstreamed the concept o f  poverty reduction in 
development po lic ies and elim inated the much controversia l structural adjustment 
stipu la tion . Second, the in it ia tive  yie lds fu ll d iscretion to national governments to
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develop the ir own po lic ies and responsib ility  to implement them. Th ird , it adopted a 
partic ipa to ry process in the design, implementation and m on ito ring  systems o f country 
poverty reduction and development strategies. Fourth, the financia l and technical 
assistance from  m u ltila te ra l and bila tera l donors became more coordinated through the 
applica tion o f  PRSP thus extinguish ing overlapping projects and saving the resources 
otherw ise spent on producing the m u ltitude o f  documents to fore ign benefactors. Yet, 
numerous B re tton Woods Institu tions (BW Is ) watchdogs and nongovernmental 
organizations that, as a matter o f  fact, acquired increased leverage spec ifica lly  through 
the PRSP in it ia t ive , argue that despite opening new space fo r d ialogue and partic ipation, 
the app lica tion o f  PRSP has been disappointing both in process and content. Powerful 
c iv il society groups make the case that despite its claimed reformed policies, the W B  
remains resistant to changing its fundamental princ ip les embedded in deep po litica l and 
ideo log ica l roots, and that PRSP is ju s t another po licy  product to adjust the W B  image to 
poverty debates. The pronouncements o f these c ritics are that although governments o f  
develop ing countries are regarded as counterparts in the new partnership-oriented  
re la tionsh ip w ith  creditors, the neo-libera l orthodoxy is s t ill at the core o f  W B  
development po lic ies, and strategies designed fo r poverty reduction maintain the 
conventional econom ic g row th  approach stemmed from  the W ashington Consensus 
dogma, even i f  they are designed by governments themselves. *

1.2. A rg u m e n t

Th is paper argues that the PRSP in it ia tive  is a sign that the W B  is changing. It maintains 
that, w ith  the adoption o f PRSP, governments seized the ir leg itim ate au thority to bu ild  
the ir own development po lic y  fram ework and determ ine conditions fo r po licy  support, 
w h ile  non-state development stakeholders acquired an outstanding opportun ity to 
in fluence development outcomes. W h ile  the thesis acknowledges that governments and 
c iv il socie ty groups in  the m a jo rity  o f most impoverished countries do not have the 
bargain ing power to decide the terms o f  loan negotiations, they do have ample capacity to 
elaborate po lic ies, in fluence outcomes and, as a result, increase the ir po litica l, leverage in 
b ila tera l and in ternationa l aid agreements. Tensions aris ing from  the debate about who
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rea lly determ ines polic ies in developing countries are generally based on the b e lie f that 
countries heav ily  re lian t on Bretton Woods Institu tions (B W I) do not have adequate 
capacity to decide the development course fo r themselves, and therefore, seek foreign  
financ ia l assistance and technical support in the detriment o f  the ir own resources and 
capacity. The paper argues that the PRSP in it ia tive  is an opportun ity  to change the way in 
wh ich  fo re ign technical assistance is provided to develop ing countries, and that it can 
extinguish practices that used to obliterate domestic resources in favor o f applying  
standardized prescriptions. The main argument o f the paper is that, w h ile  the PRSP 
in it ia tive  is not a substitute o f libera l development concepts, it is nevertheless a 
fundamental change in  the process o f supporting the development action in poor 
countries. The PRSP is a fram ework that strengthens the poss ib ility  that econom ic growth  
can be stream lined in  ways other than Western, and that a d ive rs ity  o f  institu tional 
configura tions, o ther than those imposed by m u ltila te ra l giants, are capable to moderately 
and e ffic ie n tly  app ly re forms con tribu ting to sustainable development and poverty  
reduction.

1.3. Research Q uestions and O b jec tives

l
The W o rld  Bank has experienced several restructuring periods in its h istory, and even 
though it was often c ritic ized  fo r narrow ing its m ission from  rebu ild ing  the post-war 
Europe to money lending, it proved that it can adjust to rea lity  changes. None o f the 
changes though were considered as radical as the ones in itia ted w ith  the adoption o f  
PRSP, as the W B  strived to refocus its objectives towards a more e ffic ien t development 
supporter. To  test the v a lid ity  o f  th is statement, the paper established a central question: 
whether the PRSP in it ia t ive  represents a fundamental po licy  sh ift in the W B  beliefs and 
practices.

In  order to answer th is central question, the paper iden tified  several objectives, wh ich in 
summary were to determ ine:

to what extent and under what circumstances the PRSP princip les are put into  
action



4

to what extent the PRSP princip les are enhancing country ownership, national 
capacity and c iv i l society partic ipa tion  

- what the prerequisites fo r a successful PRSP implementation are, and
to what extent the W B  supports conditions leading to meeting these prerequisites.

1.4. Scope o f  S tudy

Some believe it  is too early to shape accurate inferences on whether the PRSP scheme 
has delivered its prom ises in v iew  o f achieving poverty reduction and economic 
susta inability , ye t others are confident that the five  years period has been long enough to 
achieve some progress, especially w ith  regard to the applica tion o f  new features and 
princ ip les entailed by the PRSP approach. W hat these princip les are, w hy they are 
regarded as innova tive , and how they are related to W B  changes are the queries this study 
explored w ith  the purpose o f  answering whether the PRSP in it ia tive  represents a po licy  
sh ift in the W o rld  Bank practices and beliefs.

To b ring  together country perceptions o f PRSP concepts and the ir local, d istinct 
applica tion , V ie tnam  has been selected as a case-study. W hy V ie tnam  was chosen out o f  
a ll PRSP countries in Asia was a matter o f quite effortless deliberation. V ietnam  is 
notorious fo r its se lf-govern ing and va lian t posture towards donors. W ith  a socialist pro­
market re fo rm  d isc ip line  underway since 1986, an assertive program  against poverty that, 
to the amazement o f  many, cut poverty by h a lf in the last th irteen years, and above all, 
w ith  an obedient popu la tion stemm ing from  a Confucian culture and party-led  
governance, V ie tnam  has secured its d r iv e r ’ s seat in the PRSP process.

B y develop ing its own po lic y  con figura tion w ith  emphasis on a complex reform  program  
long before the in troduction  o f  PRSP, the Government o f  V ie tnam  has managed to 
guarantee its strong leadership in the fo rm u la tion o f poverty eradication programs, thus 
p lay ing  a dom inant ro le both in the Vietnamese society as w e ll as in the re lationship w ith  
donors. But is strong government leadership an indica tion o f  country ownership? And i f  
country ownersh ip is ensured, does it fac ilita te  the fu lf il lm e n t o f other PRSP
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comm itments? Is it enough to be in contro l over the donor partnership process to secure 
the im plem enta tion o f  PRSP objectives and be accountable to the poor? As w il l be 
detailed be low , the Government o f  V ie tnam , donors and c iv il society groups successfully 
achieved the app lica tion o f  a number o f p rinc ip les inherent to the PRSP in itia tive , and the 
pursu it to understand the core reasons o f  w hy and how these princip les were fu lf il le d  was 
the strongest argument behind choosing V ietnam  as a case-study fo r the research.

1.5. Research M e thods

Since the W o rld  Bank reforms are subject to complex reflections and contradicting  
opin ions, the research fo r th is paper aimed at capturing the d iffe ren t prospects under a 
post-pos itiv is t methodo logy, w ith  the idea that explanations are imperfect and 
p robab ilis tic . Q ua lita tive  research methods were the p rim ary and the on ly  methods used 
fo r th is paper, and preserving neu tra lity  throughout the entire inqu iry  was one o f  the main 
goals o f  the p ro ject, a lthough a quite challenging one.

The research began w ith  a literature rev iew  and analysis, w h ich  was firs t categorized in 
papers c r itica l towards the W B  and papers in favor o f the institu tion . W B  and IM F  
reports and jo in t evaluations on PRSP progress were analyzed and the PRSP Sourcebook 
represented an im portan t source fo r determ in ing subjects o f  later research. The d istinction  
between “ c r it ic a l”  and “ favorable”  faded away though, as soon as it became 
unambiguous that both categories presented va lid  points. Several PRSP documents, 
In te rim  and fin a l, o f  countries part o f  the in it ia tive  were studied in order to make a 
corre la tion o f  p rinc ip les enunciated by the Sourcebook and government comm itments  
towards the ir application. The Vietnamese CPRGS was ce rta in ly  the p rim ary source, 
along w ith  the texts o f  core development po lic ies o f  the country. Numerous research 
papers and reports com piled by U N  agencies, especially UN  Industria l Development 
Organ ization (U N ID O ) and U N  Conference on Trade and Development (U N C TA D )  
were valuable sources o f  analysis. Assessment documents o f  PRSP implementation, 
prepared by priva te  consu lting groups were as w e ll an im portan t foundation. N a tu ra lly , a 
great deal o f  studied lite rature came from  the numerous NGO.Ç and research institutes, but

ห อ ส ม ุ ด ก ล า ง  ส ำ น ั ก ง า น ว ิ ท ย ท ™ ย ' 1 ก ร
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the b ig  question was what to believe and what not to believe. W h ile  the W B and IM F  
have established an indisputable au thority in know ledge production, and the researcher 
can on ly  accept or re ject the ir expertise, countless NGOs have yet to prove the ir data is 
re liab le. Therefore, a number o f  selected N G O s ’ discussion papers was at the basis o f the 
literature rev iew , and among such groups were Oxfam , A c tio nA id , Save the Children, 
Eurodad, B IC , C h ris tianA id  and Focus on G lobal South. A m id  the varie ty o f monographs 
and articles published in  the press, tw o authors were o f  special great insp ira tion: Robert 
Wade, Professor o f  Econom ics at London School o f  Econom ics and Sebastian M allaby, 
the author o f  “ The W o r ld ’ s Banker” .

The second phase o f  research was dedicated to p rim ary co llec tion  o f  data. Since the 
Vietnamese CPRGS was chosen as a case-study, litt le  less than two months were spent in 
Hanoi, V ie tnam , to meet w ith  CPRGS stakeholders and discuss issues related to CPRGS  
processes. A  number o f  in-depth in terv iews were carried out w ith  government o ffic ia ls , 
especially w ith  those from  the M in is try  o f  P lanning and Investment (M P I) and M in is try  
o f  Home A ffa irs  (M oH A ), W B  development specialists, NG O s’ in ternational and local 
experts, U N D P  governance specialists and private consultants.

In  para lle l, a questionnaire w ith  22 questions was designed to determ ine to what extent 
PRSP princ ip les were put in to  action and how successfully they have contributed to 
country ownersh ip and c iv il society partic ipa tion . The questionnaire was posted on a 
website and the U R L  lin k  was sent out to representatives o f  several Governments, 
Parliaments, W B  and IM F , NGOs, development practitioners and researchers.

1.6. O rg a n iz a tio n  o f Paper

The rest o f  the paper is organized in three main parts, each w ith  several sections. The 
next chapter provides a background presentation o f what PRSP is and w hy it was 
necessary fo r the W B  to come up w ith  the adoption o f  th is in itia tive . Its sections present 
an ove rv iew  o f  the latest literature, in troducing the arguments o f  the W B and its 
proponents who assert the PRSP approach is a way to respond to rea lity  changes, and the
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arguments o f  c iv i l society groups who c la im  the in troduction o f  PRSP is the result o f  
c iv il society critic ism s. Th is chapter also refers to the number o f  novelties that the PRSP 
approach brought about to the development course, as w e ll as challenges impeding the 
applica tion o f  these novelties. Account is given to how integration o f  new principles, 
such as poverty mainstream ing in development po licies, and consideration fo r pro-poor 
po lic ies, pa rtic ipa to ry  po licy  making, and accountability have changed the development 
action o f  donors and a id-recip ien t governments.

Chapter three refers to the applica tion o f PRSP princip les w ith  a thorough analysis o f the 
Vietnamese PRSP, known as Comprehensive Poverty Reduction and G row th Strategy, or 
CPRGS. Sections in  th is chapter explain what ro le CPRGS plays in the socio-econom ic  
development p lann ing o f  the country, and what po licy  instruments and mechanisms o f  
accountab ility  have been set in relation to the implementation. An  exam ination is 
presented on how consulta tion and partic ipa tion processes in the fo rm u la tion  stage were 
carried out among executive and legisla tive branches o f  power, local and regional 
authorities and other state agencies that took part in PRSP consultations. These sections 
determ ine the degree o f  c iv il society engagement and explain the dynam ics o f  local and 
in te rnationa l NGO s in the process o f  PRSP fo rm u la tion . The chapter also evaluates the 
degree o f  government capacity bu ild ing , transparency and accountab ility  around 
fo rm u la ting  both macroeconom ic polic ies and social, p ro-poor strategies, as a result o f  
m ulti-s takeho lde r partic ipa tion .

Chapter fou r explains w hy V ie tnam  achieved such a h igh degree o f  ownership over the 
CPRGS process, and what preceded its capab ility  to be in charge o f the donor 
partnership.

The last part presents conclud ing remarks on po lit ica l im p lica tions and consequences o f  
the PRSP process in V ie tnam , and in developing countries in general. It provides a 
conclud ing summary o f arguments supporting the idea that the PRSP in it ia tive  constitutes 
a po lic y  sh ift in  the W B  vis ions and strategies.
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1.7. Basic Concepts

C o u n try  ow ne rsh ip  -  acknow ledgment by development stakeholders o f  fu ll control and 
respons ib ility  o f  a id -rec ip ien t countries fo r the design, im plem enta tion and consequences 
o f  development programs.
Com prehensiveness -  emphasis on social issues and consideration o f non-monetary  
concepts in measuring poverty and shaping poverty reduction policies.
P a r t ic ip a t io n  -  pa rtic ipa tion  o f  non-state actors in de fin ing  poverty, conducting poverty  
assessments, fo rm u la tin g  and m onito ring o f po lic ies w ith  the goal o f strengthening the 
democratic debate and enhancing leg itim acy and e ffic iency o f  po lic ies.
A id  h a rm on iz a tio n  -  a lignment o f  donors’ operational po lic ies and procedures to aid- 
recip ien t countries ’ systems under a d is tinct fram ework o f  cooperation to reduce 
adm in istra tive burden and enhance effectiveness o f development aid de livery.

เ
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