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FROM THE EDITOR

This issue of the Bulletin contains some of the papers presented at the
round-table discussion on "Perspectives on the Ethiopian Economy
and Policy” in which panelists from the government, private sector,
and the academia participated, and articles by other contributors.
Three themes are covered in this issue. The first deals with current
economic policy in Ethiopia while the second set of papers address
fiscal issues.

The third is on the very topical issue of participation in the Poverty
Reduction Strategy Paper (PRSP) preparation process. The paper
looks at the rationale and necessary condikons for participation, the
need to instifutionalise participation, and the role of civil society.

It is hoped that the opinions expressed in this issue of the
Economic Focus will provoke further discussion and more in-depth
research on these and related issues.
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THE ETHIOPIAN JOURNAL OF

{ ECONOMICS 1S NOW ON SALE.
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' SOME NOTES ON DEVELOPMENT IN AID DEPENDENT -
~ COUNTRIES IN SUB-SAHARAN AFRICA: THE ROLE OF
_STATES AND BUDGET DEFICITS ﬂ_m_smzn i

BY HEII(KI HAILI

Economic lssues/Information
“

Counsefor' Embcssy Of ler:md Addu ﬂbuba

{The piece of text below is an
excerpt (Chapter 7.1) from a
forthcoming book by Heikki Haili
titled ‘Partnerships in Ald De-
pendent Poor Countries in Sub-
Saharan Africa: Insights into Ald
Effectiveness-First Steps to-
wards a Theory of Development)

Some observations have been
made below about the role of
states and budget deficits in de-
velopment in poor aid dependent
economies in Sub-Saharan Af-
rica. The crucial role of the states
has been emphasized because
without their active participation
In an economic sphere of poor
countries, development is not
possible. Industrialization is not
dealt with directly here. However,
the necessary policy stance that
would make industrialization a
reality has been explained in
some detail at a macro-economic
level together with some Insights
to theory. Also, the role of ald In
development is touched upon.
On this point, it is concluded that
all partners should improve co-
ordination with the World Bank
and the International Monetary
Fund to guarantee a shared view
regarding the leng term or stra-
tegic role of aid in the budgets of
poor economies.

States have two basic roles in
development. These are directive
and facilitative roles {Yu 1997).
Both roles are equally impaortant
when adopting the Partnership
Doctrine'. The states assume a
diractive role in development
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when launching, say, an invest-
ment project. While assuming a
facilitative role, the states lay
ground for development activi-
ties by Instituting reforms. From
the development point of view,
the sole purpose of investments
and reforms is to remove im-
pediments to  development.
These Iimpediments may range
from economic, social, political,
institutional, technological,
managerial, to technical etc, It is
axpected that by removing im-
pediments to development, it is
possible to lower transaction and
production costs to competitive
levels. This would offer by its
own right opportunities to make
money in poor economies. By
adopting a role sensitive to de-
velopment needs, the state
would de facto prioritize a busi-
ness or a development agenda
over a politicized or a control
agenda. This choice of policy
stance would be crucial for the
poor country economies for the
realization of development and
Industrialization.

At the early stages In adopting
the Partnership Doctrine, the
emphasis should be on fiscal
reforms and policies because
through fiscal policy choices
governments set a course for
development. From this it follows
that budget deficits play a stra-
tegic role in determining options
for long-term development. Aid
has a crucial role in fiscal re-
forms, too. Aid can play a part
both as a financial instrument

~''Ethiopian Economic Association

and as an instrument for change
and development through the
budget.

Active fiscal policies are consis-
tent with the notion of a new aid
paradigm. The aim of these poli-
cies should be the reduction of
transaction and production costs
of poor country economies by
removing impediments to devel-
opment, as was mentioned
above. But this is not enough,
Inherent in active fiscal policies
should be the idea of develop-
ment oriented tax and subsidy
policies that enhance economic
and social goals by creating in-
centives for exploitation of profit
opportunities and social policy
options,

Given the fact that poor econo-
mies operate below capacity and
their narrow resource base, suc-
cessful adoption of the Partner-
ship Doctrine means for example
that budget deficits are accept-
able in order to improve the bal-
ance between development and
recurrent expenditures to favor
the first. Low public investment
rates in Sub-Saharan Africa, low
efficiency of capital together with
undeveloped public and market
Institutions are the most con-
spicuous underlying factors pre-
venting higher rates of economic
growth. Governments could do
the following to rectify the situa-
tion. First, to target enough ex-
penditure to necessary reforms
including comprehensive institu-
tional reforms. Second, to In-
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crease budget deficits before
grants. Third, to change the
structure of the budgets to en-
able the public investment ex-
penditure to reach the 'required
levels' to eliminate the existing
investment 'gaps’ of the poor
country economies. For the pur-
pose, the investment 'gap' could
be defined as a warranted level
of public investments determined
by a growth rate that makes It
possible the reduction of poverty
permanently given 1) transaction
and production costs, 2) the ef-
ficiency of capital, and 3) current
levels of public and private in-
vestments,

It could be expected that after
successful interventions by the
government as recommended
above, aggregate investment
rates could be increased signifi-
cantly in the longer-term through
lower transaction and production
costs, increased efficiency of
capital and higher levels of both
public and private investments,
However, 1t should go without
saying that a lot of patience and
time is needed before this is a
reality in poor countries.

In spite of enhanced tax revenue
collection through tax reforms,
and the instrumental role of
PERs in making expenditure
management more effective, at
least in theory, it has not been
possible to date for most gov-
ernments to Instigate the re-
quired change in the budgetary
composition fast enough or not
at all. The evidence seems to
indicate that the median public
investment rates have gone
down in SPA-countries
{countries that are part of the
Strategic Partnership for Africa)
during the previous decade while
private investment rates have
been stable or slightly increased.
Thus, it seems that the World
Bank approach to public expen-
diture plans should be changed
to allow priority to the required
additional public investments to
help fill the investment ‘gap' as
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defined above, and not to sup-
port the bloated recurrent part of
the budgets as is the case cur-
rently. This would mean that the
applled 'residual' approach, i.e.
residual in the sense that what-
ever is left over is Invested,
should be -replaced by a
‘Keyneslan’ approach to plarming
and development finance (World
Development Report 1997 and
Heikki Haili 1997). If this Is not
done, it is difficult to see how
states could remove Impedi-
ments to development and thus
lower transaction and production
costs. In the longer-term aid
cannot be the answer.

In the 'Keynesian' approach the
emphasls is on two points. First,
investment generates its n
savings by ralsing the level of
income when the economies are
operating below capacity as all
poor countries do, Second, infla-
tion itself can encourage invest-
ment by raising the nominal rate
of return on investment and by
reducing the real rate of interest
{A.P. Thirlwall 1978 for the basics
of the 'Keynesian' approach). It
should be stressed that the basic
principle of finance of the
‘Keynesian’ approach is relevant
for poor countries where private
sector development is still seri-
ously stymied. The 'Keynesian'
principle says that decisions
about levels of investments gov-
ern the rate at which economies
grow, and not decisions about
savings rates. In the neo-
classical approach to capital ac-
cumulation it is assumed that
perfect  markets guarantee
growth rates at full capacity In
the long term. This might be a
relevant premise for a universal
theory. However, Sub-Saharan
Africa is a special case with a
special 'development problem'®.
It is contended here that for this
very reason Sub-Saharan Africa
needs a special or an' African’
theory where problems of wealth
and accumulation are also short-
term problems. They should be

solved now ahd not when ‘we are
dead' as Lord Keynes put it a
long time ago.

The 'Keynesian' approach, cou-
pled with insights from the New
Institutional Economics, opens
the door to the analyses of eco-
nomic and social transformation
in poor countries by emphasizing
the importance of increased
public investments and institu-
tional reforms to faster rates of
growth in economles operating
below full capacity. Also, accord-
ing to research, reduction of
budget deficits by scaling down
public investments has proved to
be counter-productive
(Hadjimichael et al. 1935). Con-
sequently, it is not recommended
as a measure to achieve a fiscal
balance In the short or longer
term. Minimizing risks of slower
growth thus means fiscal poli-
cles allowing larger budget defi-
cits, higher rates of public in-
vestment, and efforts to reform
tax policies and administrations
at an accelerated pace (Ghura et
al. 1998),

The Poverty Reduction and
Growth Facility (former En-
hanced Structural Adjustment
Facility) programming of the In-
ternational Monetary Fund has
been criticized for its strict ad-
herence to reducing budget
deficits in poor countries as well
as its definition of those deficits
because it excludes external
grants. The way the IMF defines
budget deficits is seen to slow
down economic growth unnec-
essarily. The definition means de
facto that aid is channeled away
from development activities. The
idea is to boost foreign exchange
reserves andlor accelerate the
repayment of government debt to
the domestic banking sector,
instead of supporting public in-
vestments and recurrent expen-
ditures as might have been the
original goal (Mick Foster 1998
and Heikki Haili 1998). However,
the reason why the IMF excludes
grants from the definition seems

Ethiopian Economic Association
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to be reasonable. The inflow of
most grants is not predictable
and reliable as iz the case of
credits. If aid is not flowing in a
predictable fashion, countries
could revert to domestic banking
sector for loans, This could cre-
ate inflationary pressures. Thus,
a chailenge for all partners is to
make aid disbursements maore
reliable and predictable as part
of the reform efforts. It seems
that this has been achieved In
some countries. As the IMF has
reported, some countries that
have achieved stability the Fund
is supporting the use of greater
ald inflows to promote public
investmen! and social spending,
and accommodating stable or
even higher budget deficits to
that end. Countries where this
has been done include Benin,
Bolivia, Mozambigue. Micaragua,
Rwanda, and Uganda (the IMF
1989).

Two things should be noted,
however. First, if the monetary
program of the country is under-
funded, guick disbursing grants
will be automatically used to
cover government expenditures,
Second, in cases where the pro-
gram is fully funded a problem
arises because grants will be
redirected to boost foreign re-
serves andl/or to pay back gov-
emnment debt. To siop the 'mis-
use' of grants the IMF should
work towards accepting larger
deficits that could be covered
with grants. However, there is a
snag to this. In the IMF frame-
work, the use of more aid will
rather perpetrate current account
and fiscal deficits increasing aid
dependency and thus strength-
ening anti-development tenden-
cies rather than development
{See on this point Howard White
1994). These anti-development
tendancies are strengthened due
to the way economic stability is
defined and implemented.

From this it follows that the
definition of economic stability is
at a center stage while locking at
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development from the long-term
point of view. As it is well known
there are differences of opinion
about the definition among the
development professionals, It
should be evident, however, that
if goals for economic stability are
set to be too stringent, i.e. small
budget deficits and low inflation
rates, stabilization and long-term
growth are by definition conflict-
ing goals In a world where 'his-
torical’ time matters and in
economies where resources are
under-utilized. More impaortantly,
the IMF's short-term treatment of
stability, the static stability, does
not allow considerations of in-
creases in the productivity of
factors of production in its theo-
retical framework. The inclusion
of dynamic elements if any in the 4
IMF's theoretical framework do
not mean renewed understand-
ing about development proc-
gsses but rather extensions of
static results concerning re-
source allocation over time.

Allowing the existence of budget
deficits should not, however,
mean extravagant expenditure
pragrams as these could only
lead to unsustainable budget
deficits with all the negative eco-
nomic and social consequences.
On the contrary , special atten-
tion should be paid to expendi-
ture programs that countries
could afford in the medium and
lenger term, This calls for realis-
tic assumptions about future aid
inflows, economi¢ growth, and
revenue collection. To achieve
this, it is imperative that all part-
ners should improve coordina-
tien with the IMF and the World
Bank to guarantee a shared view
regarding the long-term role of
aid in the budgets of poor coun-
tries. This would also mean three
things: First, partners together
with the IMF, and the Bank where
applicable, should take a long-
term view on development is-
sues contrary to the curremt
practice. Second, there should
be more emphasis on increasing

productivity of factors of pro-
duction in poor economies.
Third, policies that enhance in-
creases in productivity should be
prioritized when policy makers
contemplate a substance for the
role of the state in development,

NOTES

In Mr. Haili's book, it is explained
that increased aid effectiveness can
only be achieved by adopting a Part-
nership Doclrine as developed in the
book, The Partnership Doctrine offers
an ideclogical framewoerk to approach
Issues related to aid effectiveness.
More specifically, it is & new para-
digm to analyse issues of aid, re-
source use and development in Sub-
Saharan Africa. Seeg also Heikki Halli
(2000}, ‘Insights into. Aid Effective-
ness’. EA-SURF Bulletin, Wol, 2 No.3,
UNDP, Addis Ababa.

* The' development problem' facing
Afrca could be explained as follows:
In Sub-Saharan Africa the basic
problem is a lack of consistency in
behaviour. In any culture there are
formal and informal institutions or
institutional frameworks. ‘lmpersonal
and 'personal' behavioural maps
dictate human behaviour in these
frameworks. Without a 'right kind' of a
lension bebween these two maps,
development is not possibla, First
and foremaost, the tension should give
consistency in behaviour, Reconzilia-
tion between these two 'behavioural
cullures' is not encugh for the in-
ducement of development if by rec-
onciliation Is meant a process aof
making institutions: consistent  or
complementary with each other as
has been suggested (Mamadou Dia
1886). The nature and intensity of a
tension between the ‘Impersonal’ and
‘personal’ maps of behaviour is dif-
ferent in different cultures. In Sub-
Saharan Africa, the tension, if it ex-
ists, is nol meaningful for develop-
ment at national level or sub-
categories of development in most
cases due to a 'blurred’ nature of
these economies. On the contrary,
the tension creales anti-development
tendencies due to a lack of consis-
tency in behaviour. This also explains
why it is so difficult to create a 'supply
response’ lo refarms in Sub-Saharan
Africa, or even implement reforms. m
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- THE PRSP AND THE REQUIRED
PARTICIPATION

3 Il:.r Yohannes Mekonnen

Ethiopian Economic Policy Research Institute

INTRODUCTION

The Poverty Reduction Strat-
eqgy Paper (PRSP) is a new mao-
dality for getting loans at fa-
vourable terms and debt relief
for the poorest countries of the
world. This process, unlike the
previous modalities used by
donors, is expected to be coun-
try-owned, multi-sectoral initia-
tive, long-term in approach,
and inclusive, Because of this,
donors insist that the process
should be participatory. There
is rich literature about it but
still there are many questions
about participation. The objec-
tive of this paper is to investi-
gate some gquestions of partici-
patory planning and proposes
how the government could in-
stigate a participatory process
in the poverty reduction strat-
eqy paper (PRSP) in Ethiopia,

CONCEPTUALISING
PARTICIPATION

The concept remains vague
unless it is viewed in terms of
its features, characteristics and
forms of manifestation. There-
fore, clear definition of the term
Is required. Participation may
be defined in relation to the
functioning of pluralist demoec-
racy;' it is also viewed as a di-
mension of modernisation.
Participation Is considered as a
set of techniques available to
governments and non-
governmental organisations so

that programmes and projects
could function better. Partici-
pation is also defined in rela-
tion to self-help and self-
reliance for the production and
supply of services. Popular
participation is also considered
as a set of technigues and pro-
cedures for legitimising th
power and controlled expres-
sion of popular sentiments
while eliminating autonomous
channels for organisation and
representation{Steifel & Wolfe
19594). Participation is also de-
fined as conscientisation and
self-liberation. It may also be
defined as allowing the people
{usually communities) to im-
plement some of the activities
in a project (defined as contri-
bution), such as conservation
works in Ethiopia. Peoples’
participation is defined as a
process of information dis-
semination or people are con-
sulted in order to confirm what
is planned from the top
{manipulation) or people are
told what is planned by policy-
makers or governments and
asked to implement it
{informing). In many cases In-
volvement in election is also
considered as popular partici-
pation. In some instances
people are allowed to influence
the direction and execution of

policies and programmes
through dialogue, consensus
and partnership
(empowerment)®.

While it is very difficult to put

linear stages of participation,
Arnstein (1979) proposes a hi-
erarchy of participation (see,
Figure 1), In this hierarchy, the
highest levels of participation
are defined as empowerment.
Empowerment has both guali-
tative and quantitative ele-

ments. The qualitative ele-
ments include organisation,
social awareness and self-

reliance (Marsden & Oakley
1890). The quantitative element
is control over economic re-
sources,

In this paper participation is
defined as organised efforts of
stakeholders to increase con-
trol’ over resources and influ-
ence the direction and execu-
tion of policies and
programmes through dialogue,
consensus and partnership in
favour of those excluded from
such control.

The instrumental consideration
of participation (i.e. as a means
of enhancing poverty reduction
efforts) forces one to raise
such questions, which are nec-
essary for its opreationalisa-
tion, as:

« Who should participate in
what?

e What are the necessary
conditions required for
participation; in _ other

words what are the internal
and external barriers for
participation?
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JFigum 1. Ladders of participation

¢ Which socio-cultural vari-
ables are conducive or not
for the participation? What
resources are required from
whom to effect participa-
tion?

« At what spatial level do we
consider participation i.e. at
local, woreda, zonal or re-
gional or federal level?
Does the spatial considera-
tion have any bearing on
the type and endurance of
participation?

» How can participation be
institutionalised? How can
participation transcend the
spontaneous, ad-hoc in-
volvement of people in
collective action towards
making it a permanent part
of people's daily lives?

Vol. 4 No. 1 / July-August 2001

WHY PARTICIPATION?

1. Because of the need to learn
to quess, to create new knowl-
edge, to create a common vi-
sion based on common values
together with all those who are
to be affected;

Development deals with the
future of which no one has a
definite answer. This entails
the need to learn to guess, to
create new knowledge, to cre-
ate a common vision based on
common values together with
all those who are to be affected
is paramount (Wubalem 1993).

2. The need to bring reciprocal
behavioural change

Development is also about

changing behaviours, prefer-
ences, perceptions, expecia-
tions, incentives and values of
people which evolved through
time and which served valued
functions, but which may not,
without modification, continue
to help meet new needs and
solve new problems. Under-
standing the existing social
context, which provides the
background for development
interventions, demands inter-
action between all stakehold-
ers. This again requires the
need for participation of the
people in order to effect recip-
rocal behavioural changes
(Wubalem 1993),

3. The failure of top down non-
participatory approaches

The third reason for participa-
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tion is the fact that other alter-
native approaches have been
tried all over the world and
have not resulted in sustain-
able development. Participa-
tion, even when it is on volun-
tary basis, is not a free good
for which the people have to
offer without cost. Participating
in one activity means forgoing
the other alternative or forgo-
ing the time, resource and en-
ergy that could have been used
elsewhere. Poor people weigh
the comparative advantages
and cost of participation before
they decide to participate. They
must perceive benefits in par-
ticipation that are not other-
wise available. Thus pecpl®
should participate in planning
participation itself,

4. Shift in the role of planning
in market economy

a. The primary role of policy
planning is to reconcile con-
flicting interests.

B. Janssen (1992) describes
planning as a process of con-
sensus building. This is a de-
parture from traditional as-
sumptions of economic theory
and planning methods. Plan-
ning and economic theories are
based on numerous assump-
tions about behaviour and de-
cision-making process." Con-
sensus requires not ‘scientific
truth’ (statement that can never
be falsified) but ‘social truth'

not ‘voting', but
‘understanding’ and
‘communication.” These func-

tions of planning require it to
be both ‘participatory’ and
‘bottom-up’ planning. It needs
to be bottom-up because it is
the lower level of interests and
functions, which mergas to the
next higher level. If ideas, so-
lutions and activities are har-
menicus at a lower level, it is
easy to integrate it into the na-
tional framework. This harmony
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of interests at the lower level
can be achieved through par-
ticipation of all partners in de-
velopment. The introduction of
new methodologies and proce-
dures with the objective of par-

ticipation and  bottom-up
planning will certainly play
major functions in creating

harmony between the base and
superstructure i.e. harmony of
relations between the produc-
tive force and the accompanied
political system which by itself
is very desirable for stability
and sustainability of develop-
ment endeavours. In a dual
society like Ethiopia, the khow-
how and level of technology
(productive Tarces) of theMocal
people, usually mismatches
with the ruling class policifs.
This results [n failure and con-
tradiction in the relations of
productions. Hence, participa-
tory and bottom-up planning
plays a stabllising function in
the political system.

b. Planning as instrument of
resource allocation

Planning is conceived as inter-
vention for social benefits. This
intervention will help to con-
sider spontanecus outcomes
which may result from present’
resource use pattern. This int!
tervention is not forced, but
dependent upon the principles
of "consensus™, “participatory”
and “bottom-up” procedure.

This entails two major func-
tions:

i. Formulation of a general
framework for resource alloca-
tion in the short term. This goal
is dependent upon the objec-
tives and geoals of a reference
geographical entity. This
framework entails a maialmsum
of two to three year's resource
allocation framework.

ii. Preparation of long-term de-
velopment framework or stra-
tegic plan such as the poverty
reduction strategy. This is a
plan which indicates the desir-
able path through which soci-
ety has to travel. To serve this
function, planning has to be:

« Deductive-that local level
planning deducts philoso-
phies, hypothesis etc. from
the next higher level plan-
ning perspective. This logic
implies that once stake-
holders have created a
broad consensus about the
strategic frameworks, insti-
tutional _ strategies and
philoSophies e?mc_?u:d be de-
ducted from that frame-
work. This includes the pri-
vate  sector, NGOs, civil
societies and donors. |If
pariicipatery  procedures
-have led to a broad con-
sensus, the people own
that policy. f government
prepares Ms strategy with-
out patticipation, the strat-
egy i likely to be consid-
eres as government
strategy.

* Multi-sector- In the long
termn there is nothing which
can be assumed fixed. The
dynamism of all aspects of
the society has to be con-
sidered.

WHO SHALL
PARTICIPATE IN THE
PRSP PROCESS?

The answer is that all stake-
holders whell participate, This
includes political parties, civil
societies, fodemi, regional and
local governments, donors and
NGOs. Participation should be
viewed in_terms of organised
interest groups. The problem is
that the voiceless are unorgan-
ised. There are no interest
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groups who represent farmers,
urban and rural poor, rural
women etc.

Necessary conditions for
participation

— Participation requires a role
shift

Most governments in the world
think that their role should be
policy-making. Third world
governments additionally as-
sume the responsibility of im-
plementing many of the tasks.
Participation, on the other
hand, requires redefinition of
governance itself. Governance
should be defined as a process
of mobilising stakeholders in
achieving  commonly-agreed
programme objectives. Facili-
tation, turn-table and workshop
functions should be encour-
aged. The people shall own
policies and strategies. This
could only happen if they fully
participate in the process.

- Decentralisation

Effective participation is not
possible without decentralisa-
tion. Devolution of power is the
maost far-reaching form of de-
centralisation. It is character-
ised by "the creation of admin-
istrative bodies by law,
separate from the regional and
national governments in which
elected representatives of the
local population are given
power to decide on the range
of public matters, local gov-
ernments as institutions, being
perceived as such by their citi-
zens, over which they have
some control and to whom they
offer opportunities for partici-
pation benefiting and co-
ordinating relationships be-
tween central and local gov-
ernments” (Poppe 1993).

The decentralisation practised
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in Ethiopia share all the charac-
teristics of devolution. Devolu-
tion, however, has also Impli-
cation for planning. The need
for co-ordination and integra-
tion between the federal, re-
gional and woreda level, gov-
ernance requires planning to
be deductive at a local level.
Deductive logic requires the
lower level administration to
deduct its planning philosophy,
strategy and goals of poverty
alleviation from the regional
and federal level strategies and
development philosophies.

Devolution also indicates a
new understanding of regions
and local governments. The
interests, aspirations and ohg
jectives of the central, regional
and federal shall not be identi-
cal. In this case we have to
view central governments, re-
gions and local governments to
have their own development
goals. Development is a sub-
regional or local phenomenon
and, hence, to assume this is
quite practical. In this case,
planning needs to assume a
new role ie. reconciling con-
flicting interests.

— Capacity building

Decentralisation alone ecan't
assure authentic participation.
There are many cases where
decentralised planning  at-
tempts have not been success-
ful. This is mainly due to the
following reasons;

= inadequate fit of planning

and financial authority
within decentralisation
strategies;

= lack of gualified personnel
and organisational capabil-
ity to perform the function
granted at local level;

* reluctant to encourage par-
ticipation through peoples
organisation {(Manfered

Poppe 1993).

This is the case in Ethiopia.
Though the regional constitu-
tions provide adequate legal
powers for decentralised ad-
ministrations, for reasons
mentioned above, participation
has not been effective,

— Need for array of institutions

It is now very useful to intro-
duce a most commonly used
term in participation, i.e. com-
munity. The term community
has been used in development
literature to indicate villagers
{(up to 30 households) and to a
group of countries such as the
European Community. Most
NGOs define community in
terms of dwelling places such
as Kebele or lower level units.
The assumption [s, in this case,
all community members have
similar interest or are undiffer-
entiated. This assumption is
usually incorrect. The second
problem with this approach is
that it is technically impossible
to bring all members of a com-
munity together. When the size
of the community increases,
participation becomes difficult.
In this case, the best way to
operationalise participation is
through stakeholders' partici-
pation. However, in Ethiopia
the network of organised
stakehalders is very low. If they
are organised their original
objective is hi?hjacked for po-
litical purpose.

If stakeholders are considered
instruments for participation
initiating and support, the
creation of array of institutions
representing different sections
of the society is required. Pres-
ently, for example, there is no
body that represents the inter-
ests of different groups of
farmers both at local, regional
and federal level. Organised
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groups representing the inter-
est of municipalities and small
urban centres, informal sector
operators etc. are lacking,

Some scholars could argue on
this point that institutional ca-
pacity building should focus on
existing informal network of
organisations. Informal organi-
sations are the manifestations
of dualism Gradually there is a
need to reduce the dualistic
system_and formalise the in-
formal institution.’ However,
this could only be done with
care. The infarmal institutions
are a means to maintain the
existing status guos. The ob-
jective of participation is to al-
ter the condition in favour of
the neglected poor. In this case
the role of informal institution
is debatable.

INSTITUTIONALISING
PARTICIPATION

Development and poverty alle-
viation are continuous proc-
esses. This continuity requires
a permanent dialogue, interac-
tion and partnership among
stakeholders. This cannot be
handled in ad hoc manner.
Participation should not be a
fire-brigade, which should be
required only at cerfain times
such as to get loan. It has to be
a continuous process. Hence,
it is necessary to institutional-
ise participation.

The recommended way is to
create a permanent platform’
of stakeholders at all levels of
government with adequate rep-
resentation of all stakehclders,
academicians and important
figures in the society.” The role
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of this platform should be legal-
ised and considered as perma-
nent advisory body for the
government.

THE POVERTY
REDUCTION STRATEGY
AND REQUIRED
PARTICIPATION

One of the essential aspects of
PRSP is that it is envisaged as
participatory process. That is
the means through which a
country, not only the govern-
ment, owns the strategy. One
of the commitments govern-
ments should make in the
process is to make the process
participatory. The PRSP in-
volves some five stages. Thse
are diagnostic stage, pro-
gramming stage, approval
stage, Iimplementation stage
and monitoring and evaluation
stages. The type of activities
involved in this procedure, the
participatory elements required
to be undertaken and the role
of civil societies, are indicated
in the following tables. From
these tables, it comes out clear
that, for effective participation,
the government should explic-
itty inform  precise time-
schedule for the people and
stakeholders and regularly up-
date the same if there are
changes to be made, and timely
inform all levels of government
to encourage broader partici-
pation at diagnostic stage
value and proactively seek par-
ticipation of the civil society.

The government leads PRSP
process. It has to encourage
ownership of the policy
through two-way information
flow. It has to announce early

the process and the stages in-

volved and highlight its capac-

ity needs. The government

should show readiness for par-

ticipation by being invoived in

the various affairs. It has to

enhance accountability. In the

PRSP context accountability

means:

= ensure that the PRSP re-
flects the needs and priori-
ties of the poor

= establish realistic mecha-
nisms so that people can
hold the government and
service providers answer-
able for the delivery of
pelicies and services and
for the spending of public
fund

= involve the people directly
for the monitoring of im-
plementation (IDS policy
brief, 2000}

The government shall ease the
process, encourage and sup-
port the establishment of dif-
ferent groups. The groups
should be encouraged to rep-
resent the interest of their do-
main. Through this process the
voiceless could have a voice,
The government should also
redefine its role specific to
PRSP, The EPRDF usually as-
sumes itself as a sole policy-
maker. The long-term nature of
PRSP requires building public
consensus. In this case, the
government should assume the
role of facilitator.

Finally, and most importantly,
the government should con-
sider the participation of civil
societies as valuable.

- Ethiopian Economic Association



Economic Focus Economic Issues/Information
f— e = S i s é a———w = —=—7]
and bt hh

e e e ———— e e ey e e e

Table 1. The PRSP Process’

i Process Expected out put

Stakeholders Analysis The planner identifies Participants in the platform; identify
the need, problem and capacities of each group
Problem and potential | Problems are analysed through different platforms and
analysis presented to a multi-disciplinary, multi-stakeholders con-
ference. The platform will discuss the problems and con-
straints of the planning region.

| Farticipants will identify natural, human, financial, institu-
tional and material potentials of the spatial framework in
| order to put them into use for problem solving

Objective analysis Participants set the objective of the program with detailed
monitoring indicators. Here principles, international
commitments, human rights determinations (ex. every
person shall eat) will help to determine the level of indica-
tors. At this level, usually the politicians set internationally
accepted pro-poor objectives.

Alternative analysis This is a critical stage, whicl is usually overlooked almost
all the time. The planning team or any interested stake-
holder should present alternative action paths to achieve
commonly-stated objectives. Here is also where the major
differences in approach could be observed. Mostly gov-
ernments provide one option to citizens. That option is
their option. Participation requires the options of various
stakeholders need to be discussed, debated and consen-
sus be established. The best way toc get out from this
process is to establish primarily alternative selection cri-
teria. Goal-oriented alternative analysis approach is rec-
ommended to easily establish consensus. The platform
will discuss the various recommendations and resource
use plans to select few options.

Program formulation Based on selected strategy and development path, a de-
tailed description of major programmes, investment pro-
files and long-term implementation modalities need to be
worked. While programs may be perfect in content and
design, by whom and how they are implemented deter-
mines their impact on poverty. Hence negotiation of roles
among stakeholders should be emphasised.

Monitoring strategy Stakeholders will share responsibility to answer the ques-
tions such as who shall perform the task, for whom shall it
report and etc. This part is usually forgotten. Conse-
gquently, transparency and accountability are usually
lacking.

In a centralised system with lack of adequate monitoring
and evaluation strategy involving Macro, Meso and Local
interest groups, funds could easily be appropriated with
false reports.

Source: Constructed by the author.
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Table 2. Instruments of Participation

Instrument

Advantages

Disadvantages

Informaticn
Dissemination

Widespread information if
carefully designed, different
types of media to reach
specific group of
population.

One-way communication, not
understandable by everybody if
not adapted to the particular
group, low capacity for
feedback.

Public Exhihitions

Presentation of overview of

specific planning
proposals, alternatives,
procedures prior to
decision-taking; two-way

communication possible.

Medium capacity for feedback,
not understandable by
everybody.

Specific
workshops

diagnostic

The problems and
constraints of specific
sectors or interest groups
can easily be diagnosed
and most precise problem
and potential analysis can
be possible through
participation

Problems are narrowly defined
and in a complex environment.
L]

Public conference and
debates

This type of conferences | Facilitation

and debates could help to
achieve a broader
CONSensus about
development issues. This
could be very useful if it is
handled with skilled
facilitators and is organised
after specific workshops.

and CONsensus
building requires longer period
of time.

Community Meetings

Gathers large portions of
local population, direct
dialogue between planner
and community, discussion
of interests, problem needs.

May be dominated by local
elite’'s, groups without iobby
have no access, not guaranteed
that pecple’'s opinion not taken
into account,.

comments and proposals
from the public, opinions
documented as a matter of
public record.

Village workshop Focus on particular | Huge resource required to cover
location, address specific | all villagers within a rural
group of population, allow | district, result difficult to co-
for interactions among | ordinate.
villagers.

Public hearings Receiving opinions, | Little impact on planning if

scheduled to late in the process,
often only one way collection of
information without
interactions.

Source: Constructed based on the works of Poppe, 1993.
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THE ROLE OF THE CIVIL SOCIETY

The civil society should actively participate in
the process. The civil society should clearly
know that the government is responsible for
the process and should respect their right.
They should understand the rule of participa-
tion—consensus building-and hence should
not say ‘take as guaranteed'-that all of their
views Is right.

They have to work to deepen understanding of
poverty, presenting alternative policy ideas,
indicating participatory monitoring frameworks
and negotiating roles with the government. Af-
ter the approval of the strategy, civil socisties
should advocate for a greater debt relief meas-
ures than the measures taken by lenders and
facilitate early approval by the boards of the
IMF and World Bank.

RECOMMENDATIONS
PRSP is long-term issue. The people have all

the rights in the process. The way the strategy
is designed determines the content and subse-

NOTES

This part was summarized ( unless mentioned)
from Steifel &Wolfe, 1994, PP 23 - 31
* Please for detailed account of the definitions and
applications of participation look (Matthias Stefel
and Marshall Wolf, 1984,

Paternalistic and technocratic approaches aims
to provide access to resources and institutions
while withholding control.

* When participation is viewed in terms of organ-
ized groups the implicit assumption is that these
groups have defined goals and strategies to
achieve their goal. The planner should work to
buid consensus among organized groups who
may have opposite interest

This could happen alss in developed countries. It
is usual to get two types of women groups in the
LS. One of the group supports of the democrats
and the other group supports the republicans. The
difference is that, unlike in Ethiopia, alternative fo-
rums of association are allowed in the US. The
teachers association Is a good example of a civil
society crisis in Ethiopia.
® Development is a process of incorporation. Old
relations of production require to be regularly de-
veloped in order to fit the growing productive

Vol. 4 No. 1 7 July-Augusc 2001

quent outcomes. Better participation of differ-
ent interest groups from the beginning will en-
sure a solid framework to design objective
(based on reality, major problems of the coun-
try and inclusive) strategy. Because of this the
government should redefine its role in terms of
participatory principles:

* Should proactively seek stakeholders (civil
societies) participation starting from the
initial phases of the preparation,

Design a participatory and bottom proce-

dures that will allow the strategy to include

problems of specific nature and group,

* Inform lower level governments, civil so-
cieties about the PRSP and proactively
seek their participation,

« Institutionalise the participatory forum,

* Disseminate information to civil societies
and decentralise government organs to ef-
fective implement the PRSP process,

* Ease the legal requirement and support the
mushrooming of civil societies, and finally

» Capacity-building for decentralised gov-
ernment structures shouid be emphasised.

forces, Hence, gradual transition of informal insti-
tutions in favour of formal relations is a require-
ment of development itself,

Some people argue that in & democratic culture
where governments held power through direct de-
mocracy (election) why a representative democ-
racy such as a plat forum. The main reason is that
the government represents only the majority and
minorities should have a chance. In a country
where a revolutionary force is in power minorities
could count more, This should not be equated with
the radical proponents who consider state as a
problem and pursue anarchist utopia Healthily
functioning state is probably indispensable for
functioning of participatory democracy and devel-
opment of free market economy.

* Most of these states in the USA have a planning
advisory or commission composed of the major
political parties, different interest groups and gov-
emment representatives. That can be a good
model for participatory governance, Mations can
anly be built through this process

® The PRSP includes more stages. The Approval,
the implementation and the monitoring and evalua-
tion stages are followed after these stages. The
envisaged list here constitutes the diagnostic and
programming phase.
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