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1.0: INTRODUCTION

The primary preoccupation of reform programmes
has often been coined in two broad p hrases:
Unleashing markets and reforming the public
sector. Unleashing markets has ¢ entered on
domestic and foreign trade reforms, private sector
promotion and labour market reforms, Trade
reforms have covered liberalisation of imports,
(through elimination of foreign exchange rationing,
elimination of non-tariff barriers, reforming tariffs
and reducing regulatory barriers), promoting
exports (through maintaining realistic exchange
rates, reducing bureaucracy and regulations on
licensing, clearing and forwarding, expanding
export processing zones (EPZs), relaxation of
foreign investment codes, reducing taxes and
promoting private operators in the foreign trade)
and liberalisation of domestic retail and wholesale
trade (in final, intermediate and capital goods).
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As part of the reform progr ammes, Pltlljti’cs
sector reforms have covered a range of ml-“;isca
that seek to achieve four main objectives: aci
stability; management efficiency; state ¢aP wi
and public accountability. Reforms deahr;lgt er
fiscal stability apply to all states, althoug chie
may be variations in policies adopted to ae
the results. In general fiscal reforms haVa .
the most consistently pursued and far-r¢ s
of the public sector management Tefoﬂfr} ubli¢
direct implications for the well being (:1656101”
employees, state capacity, and social ¢ 2ing ©
ment. They deal with issues of _do“{nsliOn a
public expenditure reductions, privatisa
tax reforms. nagerial

Reforms that seek to promote ma-zatioﬂ‘fl
efficiency have focused mainly on orgaﬂ;r quas®”
restructuring and introduction of market 0 2. ¢

icse
market principles in the delivery of public
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They address three main issues, decentralized
management and creation of executive agencies
out of monolithic bureaucracies, performance
contracts for employees, and contracting out of
services of the private sector.

Of the four broad reforms the international
financial institutions have attached primary
importance to fiscal stability followed in
descending order by managerial efficiency,
capacity building reforms and accountability.
Capacity building reforms tend to be restricted
mainly in developing countries most of which are
in sub Saharan A frica. They address issues
relating to the technical capacities of civil servants
mainly policy analysis and monitoring,
management of public recurrent expenditure costs
to ensure s ustainability of projects, public
Investment and pay reforms.

FISCAL ADJUSTMENT IN DEVELOPING
COUNTRIES

There have been concerted efforts by adjusting
governments and intemational financial institutions
to reduce the size of the state and restructure the
various components of the governments spending.
The aim of these measures has been to achieve
fiscal sustainability and therefore Macroeconomic
stability. Fiscal sustainability in this case hasbeen
defimed as achieving a level of fiscal deficits after
grants that is low and which will not induce the
government to use inflationary commercial bank
borrowing as means of fiscal finance. Lessons
learnt in the crisis period revealed that besides
being inflationary, domestic bank borrowing leads
to the depreciation of local currency and therefore
aggravates the balance of payment crises; leads
to crowding out of private investmentas interest
rates are forced up and therefore compromises

€conomic growth.
Parastatal reforms and
been used as instruments to support the g
fiscal stability and state contraction. How have
governments gone about pursuing these
objectives? What results have they achieved? Has

privatisation have also
oals of

fiscal sustainability been achieved? What are the
social implications of these fiscal reforms?

Public Expenditure Reforms

During the 1980s average govermment
expenditure as a p ercentage of GDP varied
between 25% in southern Asia and 39% in the
Middle East and Africa, with an average of 27%
for sub Saharan Africa. East Asia and pacific
(25.5%) and Latin America (26.5%) the figure
for the industrialized countries was 35% (World
Bank 1997a). All regions arrived at these high
levels from relatively low figures of less than 20%
during the 1960s.

In the design of fiscal adjustments, public
expenditure cutbacks were therefore suggested
as measures to be used by adjusting countries in
stabilising their fiscal balances. Public expenditure
reforms have focused mainly on cutbacks in
capital expenditures, the wage bill, employment
and administration. The IMF and the World Bank
have played major roles in influencing the size
and component of expenditures in these countries.
The IMF has tried to achieve this through its
Extended Fund Facility (EFF), Enhanced
Structural Adjustment Facility (ESAF) established
in 1987 and is targeted at low-income countries
and later on through its Poverty Reduction and
Growth Facility that started in 1999. By 1997
about 80 countries were eligible for ESAF
(Tanzania inclusive) and 35 ESAF arrangements
were in operation. The World Bank work in public
expenditure reforms is carried through its
Structural Adjustment Loans (SALs) and Sectoral
Adjustment Loans (SECALS). Between 1979 and
1994, about 250 of these loans in 86 countries
addressed fiscal reforms. A total of 51 % of these
loans went to Africa and 23% to Latin America.
The reforms dealing with the direct expenditure
reduction objective accounted for more than half
of total activities (126), while the single largest
number of reform activities, (52%) was in capital
expenditure reduction (UNRISD, 2000).
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Revenue Side Reforms

Another measure of fiscal reforms has been
revenue side reforms. These comprise of tax
reforms aimed at improving taxpayers'
compliance and operations of tax departments
(i.e. increase efficiency and accountability, and
rationalisation of taxes to achieve flexibility,equity
and faimess). It is documented that the World
Banks advice on tax reforms has generally been
consistent with best practices as set out in the
Bank’s lessons of tax reform (1991). Where
technical capacity limitations were noted, the
international fmancial i nstitutions provided
technical support to govemnments in pursuing the
reforms.

Some problems, however still remain with
respect to tax reforms. Weaknesses in tax
administration appear to a least partly explain
why revenues have often fallen short of target in
many c ountries, and w hy revenue increases
where they occurred (for example in Uganda,
Pakistan and Bangladesh) were not able to
produce the desired effects. In many low-income
crisis driven countries, governments' efforts to
increase domestic revenue collections, most of
the tinfes fell short of targets and were inadequate
to finance basic needs of the budget. These
Governments have, thus, continued to depend
heavily on assistance in the form of grants and

concessionalloans from international development
partners,

Outcomes of Fiscal Reforms in
Developing Countries

Management of official deficits requires sustained
adjustment efforts, Deficits of adjusting countries
actually rose in the medium term following the
release of first adjustment loans: only in the long
term 5-10 years were there substantial signs of
‘budgetary improvement. For instance reductions
in overall fiscal deficits became visible for most
regions only during the 1993-1997 period frop;
63% tq 2.9% in Africa; 2.9% 10 2.4% for Asia:
and 8% to 3.6% for Middle East and Europe.
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Only Latin America was able to achieve fiscal
stability by 1990 (0.2%); but fiscal deficits rose
again t0 0.9% in 1993 and 1.9% in 1994 before
declining again to 1.7% in 1996 and 1997 (IMI?,
1998a). Data for Africa from the World Bank's
African Development Indicators (1998/99)
suggest that public expenditure as a percentage
of GDP fell consistently from30.8% in 1992 :0
21.8% in 1996, even though it rose again to 22.3%
in 1997.

. i S
Table 1: Trends in public expenditures for various region

(as % of GDP)
‘80 190 |93 |‘94] 95 |96 |97
SSA 25.5| 26.3|27.0] 26.8] 23.5| 21.8]22.3
N. Africa | 39.0] 29.4]34.4] 32.5 30.7] 28.9 30.2
L. America -- | 245] 21.7 -- | 23.6] 23.4]|23.

Source: World Bank (1999); ECLAC (1997)

Though deficits were lower in most counmez
starting 1995, it is noted that in S ub~S'f1har i
African countries as a whole, deficits continue X
well above 3% of GDP and there were significan
reversals in deficit reduction particularly in Afric
among low income and severely indebte
adjusters and primary exporters. It is also note ,
that even though foreign interest burden did no
constrain adjustment in many adjusting Counme.sé
the growing ratio of public debt (both dom?St‘s
and external debt) to GDP across most region
indicates that the improvement in fisc2
management was not strong enough to sustaif
solvency. Furthermore, fiscal adjustment on b?
expenditure and revenue sides ‘of the equation
hasbeen particularly difficult for low income hlg,hl y
indebted and p rimary c ommodity e xportlni
countries despite each being a recipient of mof
than three adjustment 1 oan programmes 37
intense fiscal surveillance from the IMF an
World Bank (world Bank, 1997b; IMF,1998¢):
here is a close ‘association bctwea:
improvement in fiscal deficits and current acc"‘mt
deficits. Deficit reduction leads to improvemen
in external balances and stimulates growth. BO
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31?;: Ban1.< and IMF reports that in countries
adjus tI:‘Stamed fiscal adjustments were achieved
of the f ent took piace largely on the revenue side
expen;ca] equation and to a lesser extent through
reduot; iture reductions. Targeted expenditure
a djusngns proVed to be more elusive so that fiscal
re duCedent§ were not sustained in countries that
cxpond ’thelr deficits through short run shifts in
COun:lr' itures (IMF, 1988a). Furihermore,
alan ies that e xperienced worsening fiscal
with ces generally increased current expenditures
Dout increasing primary revenues.
excell . Compliance with Bank conditions befng
to 1 ent, Bank-supported adjustment len(img}ed
coy Mited fiscal success in many adjusting
niries because fiscal issues were treated ina
Rhgmemed manner and conditionality was Vague-
oeand Griggs (1990) argue urther that

s .
fuctural adjustments acted as ex0genous shocks

t . :
2t in turn complicated the whole exercisé of
of fiscal dat2

fi
alli“(’)allmn:lanagemem_ The poor quality
ident; -oubted]}' contributed to
the b fying the components of fiscal accounts an
udgetary implications of changes in fisc2
paidl:acrq-eCOHOHﬁc policies. Most operations
Or susnl}-' htﬂ,e _attention to coverage,
ublictalnabl111.'}' of the deficit of th
Publ; sector (the key determinant 0 Lot
. ¢ finances requirement)- Furthermore
ugh fiscal policy is only one aspectof 2 large
e tJ‘ Ustment programme of interdependent_ po:ll]cy
orms, few operations discussed ¢ relationshiP
g oA e mcr
i em) and other M
;a:ab]es and stz'uctural measures derway Of
bu(rllned' The complex issu€s connecte
id 8etary reforms (budgetary isc et
Ntification of strategic PriOnC™ tec :
e]rcacy’ accountability, infonilation yS
® also not adequately cons! ere e
e me; noted that condition? i e
i Con;- or public savings W3S
istent between loans for

T Su . ) :
1 9971;.1 ect to different interpretatic

the difficulties of

Problems of expenditure restructuring in low-
income countries encouraged development of
threo major reform instrument: public expenditure
reviews; device of cash budgeting and Medium
Term Expenditure Frameworks (MTEF). Public
expenditure reviews examine all aspects of a loan
recipient's public expenditure- including sectoral
allocations, investment programmes and budget
policies. They are seen as a way of checking
expenditures that are likely to escape verification
of public investment programmes. The number
of reviews grew considerably in the 1990s and
between 1997 and 1998 more than 200 reviews
were carried out in loan recipient c ountries.
However, it has been found that most public
expenditure reviews are prepared by Bank staff
or foreign consultants and lack national
participation (IMF, 1998c); and that impacts have
been modest Or negligible. Critics, including
independent Bank-sponsored evaluation teams-
maintain that reviews are often delayed and hardly
match country's budget cycle; their recommend-
ationsare highly unprioritised and sometimes even
duplicate the failed policies of governments in
several contexts (Berg, 1999; World Bank, 1998).
Medium Tem Expenditure Frameworks are
of ensuring public sector

seen as means
accountability in the management of public
resources through ensuring that expenditures are

allocated according to strategic priorities in a

arent manner while at the same time making
sure that aggregate f iscal discipline i s not
compromised. MTEF involves a top-down
resourcé envelope and a bottom up estimation of
the current and medium tem (3 to 5 years) costs
of existing policy, and ultirnately the matching of
these coStS with the available resources in the
context of the annual budget process. The top-
downt, esource envelope is f ondcmentally a
macro-economic model that indicates fiscal
targetsand estimates revenues and expen ditures,
including govemment ﬁpancml obligations and
high cost government-wxde programmes such as
civil service refom. The bottom up reviews
scrutinise sector policies with a view to optimising
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intra-sectoral allocations. Currently there are
about 25 MTEF refoms supported by the World
Bank, 13 of which are in Africa at various stages
of implementation.

Cash budgeting acts as an agent of fiscal
restraint on the spending habits of ministries and
bureaucrats. It aims at stopping government
treasuries from printing money or borrowing from
the central bank to meet their obligations. Cash
budgeting creates new rules and procedures on
fiscal management - finance and line ministries
can only spend what they have in the bank;
overdrafts are not allowed. Variants of the cash
budget rule include proposals for balanced
budgets, which most countries in the Unite States
have adopted. A growing number of fiscally
distressed economies are currently implementing
the cash budgets, e.g. Tanzania, Uganda, Malawi,
Zambia, Peru and Bosnia-Herzegovina. Cash
budgetting has contributed to reduction in fisca]
deficits in countries that have used it. In Zambia,
for instance, during the first year of the policy,
the government was able to turn a deficit of 69
billion Kwacha into a surplus of 24 billion,

The sustainability of the policy is, however
open to serious doubt. First, governments have
found it very difficult to stick to cash budget rules
all year round because of their negative
implications for service provision. Studies on
Zambia's cash budget have revealed wild
fluctuations in expenditures, with cash outflows
outpacing cash inflows during some months of
the budget cycle. Further more political leaders
have sometimes intervened at critical periods to
request central banks to lend money to ministries
in order to prevent cash problems turning into
political crises (Chiwele et al., 1999; Bolnick,
1997). Second, Bonlick (1997), and Stasavage and
Moyo (1999) have shown that cash budgets can
distort the composition of expenditures. Faced
with a cash constraint, ministries are likely to spend
money on non essentials - there may be money
for foreign travel instead of rural extension work;
workers may not be paid but officials may stil]
receive their perks and have their offices

The African Journal of Finance and Management Vol. 11 Ne.2

refurbished, etc. Stasavage and Moyo
demonstrate that cash budgets may punish _Soma]
ministries and reward offices associated with the
presidency. In Zambia, the p residency had
expenditure overruns equivalent to 1% of total
expenditures in 1994. This was roughly the same
as the 12% shortfall experienced by the ministry
of health in the same period. In Uganda,
expenditure overruns In the president's office was
almost equal to the combined shortfalls O_f the
ministries of agriculture (-51%) and Education (-
29%). Third, cash budgets may make it difficult
for line ministries to plan properly. They may
undermine efforts to i ntroduce p erformance
targets for employees as well as social pacts 0
minimise industrial conflicts.

Limitations of the Reforms

Allreforms - fiscal, managerial and political -face
capacity problems. Change is disruptive; thos
who stand to benefit may be weakly organis .
or not strategically located to defend the reforms:
doubts may exist about the commitment of th®
reforming governments, losers may fight back ©f
withdraw support; the reform programme ma);
be poorly conceived and infrastructure may 1°
be in place to endure smooth transition to su.cc.eSS-
The capacity to manage change may be limit®
even in countries with the most advanced P“bhz
administration systems. In cases where refor™
are broadly accepted, o1d bureaucratic W °F
methods and traditional forms of behaviour M2Y
still influence those entrusted to implement ther-
Capacity problems are, however, more serious m
low income crisis ridden countries where St%
Systems are either in disarray or have SUffercs
serious erosion following long-run l.ecessw“u’
globalisation pressures and poorly thought ©
structural adjustment policies. or
To take care of the capacity constraints, don

Supported adjustment programmes usually 'ncll-l S.
technical assistance to the recipient countr® s
However critics of the adjustment progr amlj“a
have often pointed out the fact that techni
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?;i;slt::;:cl'i‘?; inot b;,len we!l utilised to improve
therefore reli n public policy managemen, and
increased raﬂllance on technical assistance has
er than decreased with adjustment
Programmes.

exp‘zn\:?rld B ank (1?97b) r‘eview 0 fpub.lic
found t}l1 ure reforms in IOV‘{-lncome countries
Prima at least (?eveloped highly indebted, and
prob] ry commodity exporting coumries had great
feamrems meeting their expenditure targets. Key
in fis e? of these countries are lack of capacity
poorca management; very low GDP per capita;
depe growth, records; high levels of aid
ShoCQSd.ency ; intense e xposure te € Xogenous
capita] in commodities markets; high debt and
entrea flights, weak formal state Structures;
inCrenc].]ed ‘fmd widespread patronage nerorks;
socj asing informalisation of economics aqd
servetles; and collapsing incomes for public
ethn‘_’nts. A majority of these countries ar¢ multi-
War ic and currently account for most of Fhe ClVl(i
pe S, collapsed states, refugees and displace
Ople of the world. Many of those that have
¢d to transit from authoritarian t0 democratic
: haYe faced very serious setbacks.
0 thhe issue of state capacity is therefore centra:
Pro € success of any reforms Of dcvelopm'lc?l:le

instg-rammes that a country seek t0 advance.
emltut_l onal reforms ar€ SO complex sge
oxpmanding thatitis doubtful whether low-income
the S Tidden states would be able to 1mp e't' ;
M without major improvements I capacitic .
I:S{nagy scholars have pointed out low mlcaoir::g
s 1S ridden states face a dilemma- they are lisat
a tied t0 undertake complex institutlopal tatsonly
limme When their capacity 0 do so 18 10 1 by
Pr 'ted but is also beins undenq1n61994.
O8rammes of downsizing (MK2 dawire, -
Hutcl;ldawire and Soludo, 199%

ful, 1996; 1999)

ti he (,ie"elopment of institutiond
nd.to issues o f training an¢ 4
in-.ng of unjversities and public 2

ch}t?s' During the 1980, thete
TIsis states experienced profoun

ministfatlon
stitutions
d crises as

salaries s lumped, facilities for teaching and
research became scarce, infrastructure were left
un.repaired and teachers left in droves to join the
private sector or tap into overseas opportunities.
The problem was compounded by the refonn
policies of the leading financial institutions involved
in adjustment and institutional refonns. These
placed less attention on universities in low-income
countries, which were believed to be inequitable
and to offer low rates of return and which
subordinated the needs of education in general to
the requirements of market oriented adjustment
based on the misguided belief that adjustment
would be temporary. A case in point was the
World Bank's (1998) policy document - Education
in Sub Saharan Africa. An independent Bank
review found that the Bank strategies "seldom
attempt to link and integrate educational and
national development plans; it almost seems at
times that they run parallel, but independent
tracks." The World Bank (1994:46) further points
out that it was very critical of the tendency to
make wacross-the-board recommendations
without adequate country specific justifications"
such as the near universal recommendation to
reallocate within the education budget from higher
to primary education and the strong tendency to
recommend increased user charges." The report
concluded, nQuch recommendations are always

unlikely to’be correet.™

uation report also found that the Banks
eco mmendation in Tanzania and Zaire to increase the

ion costs borne by parents and I ocal
did not take into account the fact that parents
ontributing large shares (more than 60% in
Faire and between 30% to 35% in Tanzania) and that
*ildren were being w!thdrawn from schools because of
e costs The equity argument against university
tinding wes sqoned on .the following grounds:
here are large differentials in unit costs among the three
e <ducation "not only because of the differences in
- dent subsidies but also because ofd ifferences in
§ ont.teacher ratios and teacher salaries, which arise
stu . 1< in educational goals, teacher qualification
nditions, plus the relative absence of
- of scale at the tertiary level (World Bank,
e;%':‘?‘;‘;;? %‘he inequity argument would be more
(lzomp.elli“g if different social groups had unequal

comn]ul'lities
were already ©
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Closely linked to the issue of capacity constraint
in programme implementation is the problem that
has risen in most crisis-ridden states a bout
recurrent costs. Foreign aid often involves the
development of new physical and social
infrastructure, which can generate high level of
recurrent funding requirements for the aid
recipient governments. It has been estimated that
recurrent costs in poor countries can be up to 70
percent of the initial investment. The policy
refonns in the 1980s did not focus on this issue as
the main concern was with macroeconomic
stability. As budgets dried up or got squeezed by
stabilization programmes the physical damage on
infrastructure became glaring- roads in many
countries and public utilities were in despair;
schools lacked teachers, books, pens or other
supplies; salaries were unpaid or delayed; vehicles

for health or agricultural extension were without

fuel or spare parts; and government offices were
without paper, typewriters etc.

Most donors have failed to recognise this
problem and continue to insist that governments
pay counterpart and recurrent costs even when
adequate measures have not been taken to
faci.liFate this at the inception of the project, and
recipients have demonstrated poor record of
corpphar.lce. In order not to harm the survival of
their projects, donors are forced to set up parallel
structures in the bureaucracy- such as supporting
local salarjes, creating special project
management units, and providing equipment as
well as other facilities necessary for the
ffunctloning of their projects. This practice may
In tum distort the incentive structure of local
bureaucracies. Saasa and Carlson (1996)
demonstrate this problem in a case study of
Zambia's Educational Material Project (ZEMP).
ZEMP was largely run by a group foreign experts
as an enclave within Zambia's educational system.

access to higher education, but the bank does not provide
evidence in this area. A large number of graduates, perhaps
the majority, still come from humble backgrounds in the
in most countries.
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The government, was unfortunately, unable t©
mobilise the 1evel of r esources necessary tf‘}
ensure full participation in the project: qu’dl sta y
were poorly paid, lacked transport facilities an
opted instead to allow the foreign experts to Tul
the show project even when it was clear to them
that this was unsustainable. 1
Another case in point is the SAL II to Nepa'.
Having succeeded in implementing StrUCtutr;e
adjustments under SAL I between 1986-1989, ¢
Bank followed up with SAL II, even though ?s
the time, Nepal did not face a balance of paymer
crisis. The loan was designed to consolidate a“x
reinforce the earlier operation: to revamp the ta
system, rationalise the management Oe
development spending, r estructure two lari
state-owned banks and open up the financ!
sector, improve the distribution of fertilizers, a’;
make irrigation more effective. The desigh S
SAL II had several problems. The credit Wit
approved before the preparation of imPOl'taas
irrigation and financial sector components wl
complete. As a result, it was necessary tO r_e::
on technical assistance before firming up actloh
plans, which led to vague conditionality. AlthO‘{ge
the credit addressed important problems, lms
ministries and a gencies whose support wat
essential for successful implementation Wefe'n?e
involved in designing the loan and hence feltlitt
ownership of the program., il
While the foreign trade component was W€
thought out, measures to strengthen the t2*
system and to eliminate waste and inefficiency
in the management of public resources were not.
The action program in the fmancial sector
consisted largely of studies, because ©
inadequate knowledge of the measures ne‘?de
there. And some potentially effective conditions
(affecting fertilizers, irrigation, and banking) were
formulated in vague terms (World Bank-
Operations Evaluation Department, 2001)- The
Bank actually called for reform without 20°
knowledge of the measures needed. If the SA.LS
had been more thoroughly prepared, conditionality
might have been better defined, calling for mor®

\
|
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specific measures such as a new value-added
tax, reduced s ubsidies, or specific banking
teforms, rather than studies. Conditionality was
ambiguous b ecause reforms were called for
before problems in the financial and irrigation
sectors were fully understood. Given the well-
known difficulty of implementing projects, the
Bank should have called for actions that were
feasible despite the country's institutional
Weakness and the limited political support for
Measures that affect vested interests.

Issues of this nature have plagued the
adjustment programmes and the donor communtty
has therefore been forced to rethinkits adjl.ls@em
Measures. The international financial inStlm’.uoni
have therefore b een trying to suggest {1502
reforms and conduct negotiations in such a way
that a consensus is reached between the donzg
and the recipient on the kind of reform mcasurro-
to be adopted that do not colfnPme.lse maf(';ect
€conomic stability but at the same time 1 ting
Priorities and aspirations of the 1mplenwrilicial
SOuntries. These measures have prover 'ben:nt in
‘1 mobilising 1 ocal p olitical commitm
Implementation of reform conditionalities:

Capacity Building Reforms

The Capacity of the government 1
"d financial resources, institutions tion of @
proCesses is critical to the implen‘lent:ver over
country's development strategy: 2 ven though
the Years particularly up to the1980s; t of aid to
¢ technical a ssistance Coml?one]}discip]ine,
Cs was high, there was erosion 0 rial skills,
and ethics, low ’technical and m?naitcrioraﬁﬂg
Solete administrative technologics, rruption
SOvernment physical facilitiess 37 ity of the
2fest to the jnadequate Capa0119705 and
SOvernment, particularly sinc® =~ . omena-
“NZania i s n ot i mmune t0 thetllic efficieny
§tituti0nal capacity in terms of a encles
‘;/1 Which ministries, chaﬂmiI;eems
t}:form also diminished. ThUS lcornP
Ugh the technical assistanc® ™ &

* SUpposed to address the cap

.1 terms of hurman
-ons, systems and

issue, the objective were not achieved. T he
problems that led to the situation include the fact
that technical assistance has mainly been provided
as part of particular pr(;)é'fcts t(;]r program;nes. In
that form it could not address the wider objective
of institutional capacity building. Projects have
been usually approved by donors on conditions
that they will be executed by special project
implementation units, often staffed by highly paid
expatriates and selected local experts. This has
been usually driven by the urge to speed up
implementation even though in the end it
frequently results in setting up para'llel
management units, which dupllcate th_e fu.nct.lons
that can be performed by existing local institutions.
In fact donors go as far as managing the funds
themselves. The behaviour of .multll.atera.ls differ
jittle from that of bilaterals in their a?t!tude of
doubting the efficiency pf local capacities. The
difference is that multllaterals are bound by
stricter rules regarding procurement that ensure
that the government manages the funds and
selection of the consultants anq experts.
The heavy reliance on expatriates to formulat_e,
write and monitor adjustment programmes in
. i< ridden c ountries undermines n ational
crisy rh' of such programmes and further
owner 'I;ate capacities. The World Bank has
we?kensdsthat about 100,000 resident foreign
estimate ere employed in the public sectors of
advisors ‘:’h 1980s at a yearly cost of more than
Africa1n 1:ed)l.esenting about 35% of official
$4 bl]h(:;ent assistance to the region (Jaycox,
develop well—publicised speech in 1993, the
1993)- I8 ¥ - - ent of the World Bank's Africa
former v;;?;vf;r d Jaycox, denounced expatriate
reglots = istance asa "systematic destructive
technical ash s undennining the development of
forces.""h.lc Africa-" A similar assessment was
capacity 11 came year by UNDP (1993) in an
made mtit:le and highly critical publication
influent! a1 Co-operation"
.-RethinlﬂngTilg}lc;],vemrlr)xents, however, the
n the P2 is that there has been lack
gamental proble™ limits of technical
ﬁ;ﬂ :lear policy on the role or fimits otfechnica
ola
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assistance. For instance, in Tanzania the
government policy has been so undefmed that
the responsibility has been scattered among five
ministries with un-coordinated procedures for
detennining priority needs, recruiting expatriates,
issuing i mmigration visas and work permits,
extending contracts, training of local counterpart/
replacement personnel negotiating donor funding,
and evaluating expatriate performance.

Another constraint, has been lack of conducive
working conditions, including the unreal istically
low levels of pay packages for public servants,
This point had been recognised by Helleiner ef
al., (1995) and is consistent with the findings of
other recent aid evaluation reports. Unfavorable
working conditions strangle civil service refonn
efforts and make it difficult for both staff and
institutions to give adequate attention to the
longer-term demands of economic management.
As an alternative policy, the World Bank and
UNDP soughtin the 1990s to reduce their
dependence on technical experts and "projectising"
civil service reforms. They also suggested
compensatory reform schemes for top-leve] civil
servants as well as support for training and
equipment. However, despite the efforts to rectify
the dependency problem in the field of technical
capacity, the new emphasis on national ownership
and local capacity building and utilisation hasnot
yielded much output because of the continued
need for quick results in adjustment programmes.
There is much talk on rebuilding African
universities and institutes and using national
researchers and consultants in externally funded
development programmes, but not much in the
way of comprehensive strategies and actions.

The progress that has been made in recent
years towards improving the institutiona] setting
of policy and capacity building efforts are still at
the beginning of a long process. There is still a
need to build and make competent and impartial
institutions the backbone of our societies while
both our own and the donors reliance on them
and trust in them becomes a part of our nature.
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Protection of the Most Vulnerable Groups

Structural adjustment measures entail significant
social costs, at least in the short run, which have
their severest impact on the poorest sectors of
the society. Because adjustment measures are
meant to change the structure of the economy,
they necessarily have distributional effects and
thus, by definition, create losers and winners.
Early adjustment models were able to predict
social impacts but did not foresee how SOC‘a"?f
and politically disruptive " the human face
dimensions of adjustment were to be. The decl“.‘e
inreal per capita household income especially I
Africaand Latin America, as well as the increaseld
incidence of poverty, was both striking and We t
documented in the 1980s. Although the argumen
was made that in the absence of robust
counterfactuals such changes could not be
attributed to adjustment measures-they C°“lfj also
be linked tothe economic crisis that neceSS}tate t
adjustment, and might have been worse witho!
adjustment-by the late 1980s the 1‘3ndln]g
institutions had to acknowledge the fact that ear );
adjustment packages had paid insuff‘clent
attention to the social dimensions of adjustme? {
Concern with the social costs of adjus.tmen
increased in the 1980s, with the publicatio? °
empirical studies documenting the impact 0
adjustm ent m easures notably Comia et al ;
1987), as well as with the increased pop! g
opposition to key adjustment-related policies 2
as devaluation and reduction in consum®
subsidies.

Theresponse among the international agen
has been, on the one hand, at least S(')n;e
willingness to acknowledge the pOSSlbn
advantages of more gradual adjustme’
programmes as well as p rofessed interest
amending the standard adjustment packag®
match country's particular social conditions-
the other hand, in many countries a rang¢
compensatory measures has been introducij
meant to mitigate the social costs of adjustm®
These social adjustment packages - or a5 ! 1y
are commonly called, "social safety nets" - USY2

cies

On
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involve both targeted social services and benefits,
and various types of project based "social funds".

Types of Social Safety Nets

Social safety nets have been variously
conceptualised and categorised. Nevertheless, the
term safety nets is currently popularly used to
cover a variety of mechanisms implemented in
conjunction with structural adjustment measures,
and designed to address e ither structural or
transitional poverty and unemployment, to reduce
the impact of adjustment measures on certain
groups, or to create or improve both social and
Physical infrastructure. E mergency, c ompe-
Nsatory, unemployment funds and social
Investment funds, are among the various types
of safety nets. Safety nets fill gaps, target the
poor, directly address a djustment c osts and
explore and experiment w ith more e fficient
approaches to poverty alleviation. Safety nets
have also been used as political instruments by
the donor community to convince the public (as
well as international critics) that the social costs
of adjustment can be successfully managed and
that governments are serious about implementing
adjustment mesures.

TANZANIA'SEXPERIENCES

Tanzania was not immune to the crisis that hit
most developing countries from the late 1970s.
Having embarked on poor policy choices coupled
by exogenous and external shocks, the economic
hardships that started in 1970s culminated intoa
grave economic crisis in the 1980s. A chronology
of events that led to the crisis is documented
which include: Mini-crisis in 1971-72, the world
oil price shocks in 1973-74, major drought in 1974-
76, villagisation disruptions to the economy in
1974-76, the break up of the East African
Community in 1977, the second oil shock in 1978-
79, the war with Uganda in 1979-80, and the world
recession in the early 1980s that depressed export
prices for Tanzanian exports while raising the
import prices. The short- lived coffee price boom

in 1976-77 was not sufficient to help with any
recovery. The internal imbalances were
manifested in decline in GDP growth, high inflation
trends and high budgetary deficits. For instance
real GDP growth rate declined from an average
of 5.7% between 1965-1970 to about 1.2%
between 1980-1985, while the inflation rate
increased from an average of 11.1 % between
1970-1976 to 30.6 % between 1980-1985 (see
Bagachwa et al, 1992:23).

The government of Tanzania started efforts
to reform the economy in early 1980s following
the intensification of the crisis. The first local plan,
the national economic survival plan (NESP) was
initiated in 1981-1982. The purpose of NESP was
to increase export earnings, and to eliminate food
shortages through village irrigation schemes, and
cultivation of drought resistant crops and to
reduce public expenditure through strict control
(Wagao, 1990). This depended on tightening of
the state controlled system and increasing
capacity in productive sectors. But with capacity
utilisation already very low, this was a non-starter
as trying to increase exports in a depressed world
economy without incentives to offer. In retrospect
NESP never offered a solution. NESP was made
in haste and, with too little discussion, and
therefore, its targets were neither realistic nor
linked to the means of achieving them.

The Structural Adjustment Programme, (1982-
1986) was a more serious attempt at reforms as
it took into detail aspects of the structure of the
economy and identified what needed to be
adjusted. The main items in the reforms were
devaluation of the currency in order to attain a
more realistic exchange rate; price decontrol;
achievement of appropriate fiscal and monetary
policy targets; improvement of the incentive
structure for agricultural production; and
liberalisation of internal and external trade and
improvement of capacity utilisation by targeted
use of foreign exchange. Fiscal and monetary
controls were also to be £ urther tightened to

e the inflation rate that was around 30%.

reduc
P and SAP, were however

These reforms, NES



94

efforts by the government to preserve its
socialism and self-reliance policies

In 1986 the government entered into a new

adjustment agreement with the IMF-World Bank
support, the E conomic recovery Programme
(ERP11986-1989) and later on ERP I in 1989-
1992. As a result of these reform programmes a
slight i mprovement was r ecorded in macro-
economic performance. For instance, having
declined for most of the period from 1980 to 1985,
Gross Domestic Produdt began to grow from the
second half of 1980s and investment began to
rise. The government was also able to reduce
government deficits between 1986 and 1991 (see
Table 2). Failure, of the government to comply
with fund conditionality and the lack of political
commitment in implementation of reforms geared
at achieving prudence in fiscal management led
to the suspension of fund supported adjustments
in 1992. Between 1992 and 1995 deficits started
to shoot up again and the government went back
to finance it through domestic bank borrowing.
The result was inflation levels reversing to the
high rates experienced in the 1980s (Gibbon and
Raike, 1995). In 1995 the government embarked
again on efforts to reduce fiscal deficits. Overall
however, government expenditure appears to
have remained stable as a proportion of GDP
through out the ERPs.

Since early 1990s the reform programmes
under the IMF have been supported under the
ESAF and its successor, Poverty Reduction and
Growtl.) Facility (PRGF). Tanzania also continued
to receive assistance from the World Bank in the
form of structural adjustment credits.

Fiscal Reforms

In the first half of the 1990s Tanzania recorded
substantial progress with structural adjustment
reforms but performance in fiscal adjustments
was elusive. The external trade and payments
system, monetary management, agricultural
marketing arrangements and the parastatal sector
were extensively liberalised. However starting in
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1992 there was deterioration of macro-ecor?om'lc
conditions, largely because of deficiencies 11
budgetary management, poor tax administration,
weaknesses in public expenditure controls, afld
shortcomings in the management of the financial
sector. Against this background, a fund-staff
monitored programme was put in place beifw<3‘7ld1
January and June 1996. The programme focuse p
primarily on eliminating the impediments to soun
budgetary management and on reforming th‘;
financial sector. It is documented that fisc2
performance was broadly satisfactory folloymg
the adoption of this programme. Having
demonstrated progress in fiscal management t:::
donor community c ontinued to support t
government of Tanzania in its efforts towar
achieving macro-economic stability through ﬁsgaa
reforms. In 1997 the World Bank approv®™ /
structural adjustment credit (SAC) for a thr®
year period starting 1997 to 2000 in conformity
with the Country Assistance Strategy (€ AF
while IMF support was channeled through ES! n
until 1999, and later on through Poverty Reductloc
and Growth Facility (PRGF). The reforms haVe
been directed at both expenditure and reven”
sides of the budget equation. s
Public expenditure management r?fqrfn
sought to reinforce fiscal discipline by limitinE
aggregate expenditures to maintain fiscal stablhtr);
Before 1995 public expenditure reforms weo
vague and did not address the social impact it
the measures adopted in reducing fiscal defl‘;s
and as a result, expenditures on social serV1°

fell significantly leading not only to deterioran.og
of social services, but also to further deteﬂOfatlc;
in the conditions of the poor social grOUP° .
society.It is noted in a number of studies (S?mb‘% n
1995; Kiwara, 1994) that there was deterlofatflt he
in social indicators. Only after promotion 0! | n
MTEF reforms and with the government enter:ie g
into stand-by arrangements with the urt te
PRGF have there been e fforts to reallocars.
resources selectively to priority social Se"to6 1
Under ESAF, fiscal adjustments have be

. ve
designed to ensure that budgeting process mo
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from short-term cash flow management, which
Was not suitable for predictable development
financing, to a medium term budget horizon, while
maintaining fiscal restraint and trimming and
rationalising the overextended public investment
Programme. The cash budget system adopted in
the financial year 1995/96 formed an important
element towards efficient public expenditure
management. In addition to cash budgeting, the
government took a number of steps which include:
Strengthening the sub-treasury system,
Institutionalisation of a comprehensive database,
installation of a new payroll system, complete
Teview of transfers to public institutions, protection
of expenditure on social services in administering
the cash management system (the priority sectors:
education, health, water and roads are to receive
their ful] monthly allocation), introduced an
expenditure commitment monitoring systeminkey
Ministries to run in parallel with the cash
Management system in July 1998 and extended it
to all ministries in July 1999, strengthened the
System for monitoring overall public debt and
embarked on ¢ onducting public e xpenditux:e
Teviews, and in the year 2001 a new public
Procurement act was established. With respect
to development expenditure management, the
government took measures to reallocate
resources to reflect changing roles of the
government in economic management aqd
improve a ccounting and e fficiency of public
expenditures. Other areas include regulariz_mg of

cial relations between Zanzibar and mainland
Tanzania and ensuring viability of local
government finances.

Revenue side reforms were intended to
broaden revenue base and improve transparency
and efficiency of the tax system and reduce
reliance on foreign trade taxes. A number of
Measures that include introduction of VAT in 1998/
.9,9 to replace sales tax, s treamlining tariff
€Xemptions for capital goods imports,
Tationalisation of tax rates and exemptions and
l‘:“Provement of tax administration were embarked

pon.

The annual public expenditure review exercise
which started in 1998 has been used to improve
the composition and efficiency of government
expenditures. This approach has provided
forward-looking approach, with the full integration
of donor financed government expenditures. The
approach has also facilitated prioritising of
development expenditure between and within
sectors as well as ensuring their consistency with
the medium term expenditure framework
(MTEF). While in 1998 there was concern that
there was lack of national ownership of the PER
process which could reduce political commitment
on in implementation, overtime there has been
improvement in enhancing local ownership of the
process.

These efforts seem to have yielded
considerable results (Table 2 reveals some
developments in macro-economic indicators).
Furthermore, after several years of dis-saving the
government savings turned positive in 1996/97 and
remained at 1 % of GDP in 1997/98 (IMF, January
1999). The implementation of a cautious
budgetary stance has also been helpful in
releasing substantial financial resources when
there are revenue shortfalls. MTEF was
implemented in an effort to reinforce short-term
fiscal prudence, while providing a longer-term
horizon for expenditure planning. The public
expenditure review and resource a ssessment
process o f the M TEF helped to strengthen
expenditure prioritization and revenue
predictability. Redressing the problems of low
revenue and accumulation of domestic arrears is
critical for relaxing the stringent cash budget
system and enhancing the effectiveness of the

MTEF.

Sustainability of Reforms

The government with the Bank-Fund support has
made substantial progress towards achieving fiscal
stability and therefore macro-economic stability
through the use of both tight fiscal and monetary

- policies. Reliance on domestic bank borrowing
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Table 2: Macroeconomic indicators in Tanzania (% GDP) 1985-2000

Year Tax Current Government Fiscal Tax:Current  Inflation
revenue  revenue expenditure deficit revenue rate —
1985/86 16.7 16.9 25.4 -7.4 98.9 33.0
1986/87 11.5 12.3 23.1 -7.1 934 325
1987/88 10.2 114 24.6 -4.3 89.6 30.0
1988/89  11.1 12.4 26.3 -4.3 89.6 313
1989/90 11.2 12.9 255 -4.0 86.1 25.8
199091 123 14.3 28.0 -4.9 86.3 21.7
1991/92 125 14.1 25.2 -5.1 88.4 21.0
1992/93 9.5 10.6 26.2 -4,7 89.2 23.0
1993/94 11.0 12.1 19.14 -3.2 90.9 26.7
1994795 11.3 12.5 20.5 1.9 90.5 274
1995/96 14.2 16.6 18.3 2.1 85.6 25.0
1996/97 11.3 13.2 17.6 -3 85.6 21.0
1997/98 11.9 13.5 15.1 -6 89.6 16.1
1998/99 10.9 11.9 14.7 -3 91.3 12.3
1999/60  10.1 11.3 14.7 1.4 88.5 9.0 i

Source: Bank of Tanzania, Economic Bulletins; Economic and O
and own computations based on data from BOT public

to finance fiscal deficits has been reduced and
as a result the inflation rate has been reduced
significantly from around 30% in 1995 1o 4.9% in
January 2002. The interest rate has also been
reduced and investment in the private sector is
now growing. Concern for poverty reduction has
influenced expenditure on priority sectors and the
government is making efforts to improve tile
agricultural sector performance as the key sector
for promotion of economic growth and therefore
poverty reduction.

Over this period the government has been
taking advantage of technica] assistance where
necessary in redesigning Capacity constraints in
areas of public policy Mmanagement. Since the mid-
1990s the government's political commitment in
implementation of the reforms has encouraged
the donor community to continue to support the
country's e fforts towards achieving macro-
economic stability. Concern is raised however,
that the reforms are heavily dependent on donor
finance and that since there js a possibility of
reduction in donor finance in the future, the
government should enhance its loca] revenue
generating potential. Difficulties in raising
revenues from taxation raises further concern that

'perations Report; IMF-
ations,

. istics
International Financial Stalis

if there are reductions in donor financial SUPPI;)JI
there might be massive expenditure CUtbaCk;ic
it is difficult to predict the e xtent to W the
expenditure cutbacks in the future may affCCtthat
social services and the poor. This implies ace
there is a Possibility of a slow down in the P

of adjustment if donor support is reduced.

Capacity Building Reforms

s
Justas in other developing countries, the Suc;f:;:
of capacity building reforms in building .
capacity in policy analysis and managemen ug
still a long way to go in Tanzania. Even thfo ca
there are signs that there is now Cﬂf’ugh ¢
capacity with respect to implementation © e
Supported programmes there are still wea]mfici es
in capacity for implementation of various PO nors
reform programmes that are suggested by d0 0
in the country. This implies that technical SUPP
in policy analysis may continue to be neede the
the government. In the Budget speech fpfister
fiscal year 2002/2003, for example, the min .
for finance laments about the slow.pacfﬂqe
utilisation of funds following the application 0..not
new public procurement regulations that were
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easily understood and adopted by concerned
government officials." He further points out that
the slow pace of spending was further made
worse by "government accountants failure to
understanding properly the procedures for
claiming refunds on VAT as approved by
parliament in the last years budget" despite VAT
having been implemented in the country since the
1998/99 fiscal year.

The need for a more comprehensive
Programme for effective and sustainable capacity
building has been evident in the country since the
early 1990s. Efforts geared at building local
Capacity had not yielded enough capacity since
independence. During the implementation of Civil
Service Reform Programme (1993-1999) it was
recognized that there is a need to pay attention to
the civil service reform components that deal with
the working conditions of Civil Servants (including
their remunerations) and to integrate the civil
service in the broader programme of capacity
building in economic management. The public
service reform programme (PSRP), the
successor programme to the CSRP, aims
therefore at transforming the public service into
a service that has capacity systems and culture
for client orientation and continuous improvement
of the service. The government has therefore,
while continuing with the implementation of the
social sector reforms, set up priority areas _of
action for the way forward in addressing capacity
building issue under the Tanzania Assistapce
Strategy (TAS). The following key action points
have been emphasized:

* Leadership, governance and management
(especially financial management);

* Putemphasis ona holistic approach to
capacity building in the core process: new and
improved systems, process and practices,
staffing skills and knowledge rewards, and
working environment;

* Implement the pay reform .
* Strive to turn more technical assistance into

domestic human and institutional capacity At
the lower level, elevate human capacity of the

poor social groups by providing them with
elementary skills.

The international community can, and must still,
help in this capacity building effort through
technical assistance and financial resources
where necessary. Indeed, the IMF has made
concerted efforts to intensify its technical
assistance in the country and in Africa as a whole
as is shown by the recent establishment of a joint
training institute. Yet one thing that should not be
ignored is the fact that technical assistance should
be tailored to the specific requirements of the
recipient country and should be better focused
and coordinated than it has been in the past.

Fostering Ownership

Various indicators can be used to establish the
ownership of a project ora programme. For
instance, whose objectives does it reflect, the
recipient government's or the donor's? W ho
initiated, designed and evaluated it? To what
extent do leading members of the government
support controversial policies and programmes in
public s peeches? And how vigorous is the
government in selling them to the wider public?
To what extent has the public been consulted in
the preparatory stages of a project or programme
in order to achieve consensus and to what extent
has the responsibility for it been devolved to those
it most affects? In relative terms, local ownership
may be indicated by the relative absence of donor
conditionality,just as heavy conditionality is a sure
sign of weak national ownership.

Local ownership is thus at its greatest where
aided activities reflect local goals and priorities
preferably based on a genuinely consultative
national consensus, where the identification of
programmes and projects to be assisted rests
primarily with the recipient government and where
there is minimal resortby donors to policy
conditionalities. Non€e of this of course precludes

extensive and early stage consultation with donor

agencies in order to arrive at outcomes, which
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reflect the objectives of all parties involved in the
negotiations.

Helleiner et al., (1995) reports that there is
alleged weak Tanzanian ownership of the
programmes and projects for which aid is
received.

The findings of several recent aid evaluations
are consistent with the observation that both
donors and the government have contributed to
the problem of limited local ownership of
development projects or programmes. Aid
conditionality was found to be a 'one way rather
than a two way process. Tanzania has been on
the receiving end in the conditionality relationship.
Overall, conditionalities have been designed to
facilitate the realisation of results from the use of
the aid resources. However aid condionalities
have been more donor-driven than a result of
discussions and agreements by recipients and
donors as partners in development. Tanzania has,
therefore, sometimes implemented the
conditionalities with reluctance and low level of
commitment. This shortcoming has tended to limit
the realisation of the objectives of aid thus limiting
its effectiveness.

It has, therefore, been increasingly suggested
that there is a need to shift the balance in aid
relations to equal partnership and to put greater
emphasis on capacity building in loca] human
resources and institutions. If conditionalities are
designed upon mutual agreement, based on the
commitment of both partners, then the
effectiveness of aid is likely to be enhanced. In
this context it is also necessary to broaden the
concepts of transparency and accountability and
to clarify the roles of both donors an recipients.

The importance of natjonal ownership of
development programmes, however great their
external inputs, derives from its inherent
appropriateness and efficacy. T his fact is
emphasized by Helleiner ef al., (1995), as well
as other donor agency evaluation reports.
According to these findings, projects and
programmes that are locally owned at least by
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those who have to implement them have proved
more likely to work and to be sustained. Th?se
observations are very valid and warrant that !ﬂgh
priority be given to enhancing local ownership of
development policy and programmes .

As Helleiner et al., indicated many initiatives
originate from the donors with only limited policy
guidance from the government of Tanzania. An
example is cited of the key policy document, the
Policy Framework Paper (PFP) of 1994, wh¥ch
the reports says appears to be a collaborative
effort but whose ownership was dampened by
two factors. First, the original draft was prepal'ed
in Washington, second after it was agreed th
World Bank introduced new conditionalities during
the negotiation a new structural credit. d

A number of studies which followed concurTe
with the recommendations of the Helleiner ef al.,
report, that the government s hould insist OII:
preparing first drafts of Policy Framewor
Papers and related policy documents and that fin
versions should be Jointly agreed. It has also bee?
suggested that initiatives to enhance locat
ownerships should cover all levels of developme?
management. Local levels in particular Wi'" nee
to be given special attention. Strengthening the
process of setting priorities on the basis ©
consensus through the empowerment ©
grassroots institutions, which will enfﬂ?lc the
communities to plan and implement their o
development agenda. Efforts towards this ent
have included the ongoing local governme?
reforms, which started in 1995, the PRSP 25 2
component of the PRGF programme preproces
and the Public Expenditure Review Process:

Also there has been considerable chang® m
donor-recipient relationship, with the recipier
participating fully in the negotiations. ParﬁClPanqr;
of civil society in preparation of Publl
Expenditure Reviews and in PRSP processe’
reflects improvements in enhancing 1002
ownership. Recently there has also been a“_ctj 0 t
to improve transparency in donor-recipie®
relationships and transparency of the gOVen_lmen
itselfin its fiscal operations to the civil society-
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Social Safety Nets for the Poor

;E:rd:sstlfnm ?Si social .sa.fety nets and the timing_of
Protection nee?:n;nls mﬂuenged b%‘ l‘t:oth SOCl;]
reflect the g P COnstralnts,. ese needs
reform m pecific adverse social e.ffe'ctsof
affecteq casures and the Chgracterlstlcs of
availabj]; groups. .The C_Onstramts reflect the
Oldage ity of social policy instruments such as
admin; };rens-lons and unemployment benefits, and
socia) Strative gnd financing capacity: Wherever
fOremop;OhCy i nstruments are available, th_e
targetinS challenges have been are to ensure their
S;i g.and financing.
allI:ce its independence in 1961 the gqvemment
eﬁglftama ha?, FOnSidered social s;mces to be
Ol this dOfa].] citizens. However, the mt;rpr;tahon
din efmition with respect to imp}lcanon on
i eolog-resp.onsibi]ities has been modlﬁgd to Sug
€con 8ical inclinations, political ambitions an
Om'lc realities (Munishi, 1994; [shumi, 1994)-
greetrl'rr]mg the early 1980s there was strong1
jUStme nt that the implementation 0 s'tructurhae
20cia] ent programmes affected negatively t
sectors. This, occurred because upder the
c“Ttasi,l p:; bli(,: expenditure on social serx{lces \%::1;
Cover, €d (Kiwara, 1994). Thus, the social S€¢ ;
Scap age in ERP I document (GOT, 1986) w_a1
erVtis(,; and inconcrete. The financing of so:;lae
Perfor ©S was made dependen! e
Apag; Mance o f the p rogramme, andon .
for Ity of local authorities t0 mobilise resourc i
Tecoy, € sector. "As the domestic rg\{entcl)
the ©S...a gradual shift in the comp051t11;g6P
17) 8et expenditure" will result oo
Se ice € government has devolVve S:a e
ﬁnanci: tf’) councils and measures Straime
Feducing .. through "local taxation -+
Nere, '8 dependency on the govern
ou, Sing local contribution Were el
' T:ievaluation of ERP I conclu(;i;:;1
b u? of policy measures 2d0P e
rvi hegative impact on provist ontinuous
er'ces‘ Indeed there Was 2
10ration of social indicators

S0c; .
Cial services;

Se

¢ Dueto lowlevel of current expenditure
allocated to the social sector, the sector was
yet to benefit from the recovery process; and
+ An outstanding problem that was recogI;ised
was the inability to reverse the downward
trend in the continued poor state of social
services. ERP II therefore set out to
rehabilitate the social services by identifying
and designing appropriate strategies and
programmes that would enhance people's
participation in the operation and management

of these services.

The social sector coverage in ERP II was
therefore more concrete and detailed. The roles
of the various actors (that is, the government,
councils, ¢ ommunities/beneficiaries and the
rivate sector) were more clearly defined.
Despite the clarity of the objectives under
ERP 1L, it is noted that there was a continued
decline in social indicators: standards of living
continued to below with many people still living
below the minimum poverty line, poverty
continued to be widespread, while growth also
remained fragile. Health gnq education indicators
continued to be poor while job opportunities did
Hotkeep pace with the growth of the labour force.
In 1996, Tanzania receiveda tl}rqe-year ];SAF
loan t0 support the government in its cgptln}led
efforts towards macro-economic stabilisation.
The policy instruments included strengthening
overnment saving performance s0 as to reduce

dependence. '
was transformed into the

In 1999, jonand Growth Facility (PRGEF),
new approach to poligy prommg
reduction, adopted in collaboration
k and other international
Under this new approach
and the World Bank placed greater
overty reduction as a central

0 e conomic policy'in the p oorest
Another feature of this new apprqach
laced on the recipient

asis 1SP :
s that Fs Igs,l:wrship of the policy programmes
try

1 the
with donors.
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supported under PRGF. The broad strategy is set
out in Poverty Reduction Strategy Paper (PRSP)
prepared by the borrowing c ountry, with the
participation of the Civil Society, including the poor.
It is expected that the PRSP will not only promote
country ownership of the programme, but also
through its comprehensiveness, contribute to the
coherence of policies and ensure consistency in
lending practices among IMF, World Bank and
other donors. The new focus on poverty reduction
implies increased emphasis on policies that benefit
the poor directly including expenditures on primary
education, health and rural infrastructure.

LESSONSLEARNT

Since the onset of the adjustment programmes in
the 1970s three phases of adjustment have been
identified. Initially, before 1985, adjustment had
been given a narrow definition. It meant
adjustment to outside shocks such as the oil price
shocks and the subsequent debt crisis. But when
excessive deflation occurred in response to
balance of payments deficit crises complaints
were raised that adjustments should be in the
context of expansion, not contraction, and growth
kept creepint back.

So between 1985 and 1988 there was talk
about adjustment with growth, the phase o f
adjustments of the so called Growth-SAPs. The
emphasis here was overwhelmingly economic
growth and the revival of productive activities,
Poverty reduction was expected to result through
the trickle down process and therefore socia]
programmes were largely marginalised. In the
case of Tanzania this coincides with the 198]-
1989 adjustment period.

Cries for adjustment with a human face
resulted into generation of the second phase; that
of Growth with equity S APs. The UNICEF
actually put pressure on the IMF and came up
with the so-called adjustment with a human face
in 1987 and the World Bank added the socia]
dimensions of adjustment. Concern for the poor
was incorporated into the rhetoric of adjustment
policies. For a good measure reform of public
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enterprises was also included. Under this phase
safety nets and social programming for the poor
were encouraged. Then in 1988-1992, protection
of the environment took an important place in the
adjustment process. T he third and the most
current phase is that of institutional reforms a'}d
transformation. The buzz-word here 18
"development with inclusion" meaning that the
poor are also integrated in the socio economic
mainstream. Democracy, human rights and g°9d
governance found their place in the rhetoric.
Adjustment came to embrace all the objectives
of what had been covered under the term
development.

In many respects, sub Saharan Africa today
is quite different from what it was in the 1°_St
decades of 1970s and 1980s. For the first time 11
the second half of 1990s there appeared a clear
indication of progress in adjustmentina number
of countries in the region. Since 1994, fOF
example, there has been improvement in aggr eg_ate
economic performance reflecting implementatlon
of appropriate policies often in the context ©
comprehensive adjustment and refor™
programmes supported by the IMF and World
Bank. Sound fiscal and monetary policies have
enabled a substantial reduction in domestic 3%
external imbalances. At the same time importa™*
structural reforms have contributed to alleviatio®
of distortions and improvement of the over?
economic efficiency. More and more cOuntr,'eS
in the region are also giving increasing atte‘_ltlon
toachieving high quality growth by placing higher
priority on expenditure in health care, educatio”
and basic social services. Moreover, politi®?
liberalisation and movements toward participatory
forms of governance that foster consens“®
encompassing the state and civil society have
accompanied the implementation of the econom©
policies.

Despite the marked success of the Fund-
supported reform programmes to restore mact o
economic imbalances in a number of developin®
countries, a number of constraints in
formulation, and implementation a s wel
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impacts of adjustment programmes were noted
since the onset of the reform programmes in
1980s.

The first and the most pronounced shortcoming
of the reform programmes has been the lack of
OWnership of the programmes by the recipient
8overnments, a factor that has greatly hampered
alq effectiveness. A number of studies have
Pointed out that most low-income crisis ridden
co}lntries fell in the receiving end of the
2djus.tn?ent negotiations and that adjustment

o dl-dtlonalities often times did not reflect the
Pricrities of the receiving countries. This led to
r::::l( of political c ommitment on the part 0 5
co gl-ept governments in implementation of Fun
con ltloga]ities« On the part of the donor
. Mmunity, they blamed government for

OfTuption in the sense of their failure to account

Or donor finance.

ailThe second has been lack of f:apac1ty tﬁng

aslll)re to address the capacity question- The 1re

e een that most adjustment programmes hav

*N eémbarked on without a clear unders-tan‘d.mg

Othe Country's specific needs and priorities-
in ‘gfhly,many scholars have criticised the 1'6301:’11:2
the, 2t they have often times e mbrace f

®{0ric rather than the reality. And finally,
ustment programmes for most of thg
prlotlsm?em period did not adequately addresse

CCtion of vulnerable groups- .
eneralisation of the findings M8y 1%t glv‘; a
Picture. However it suffices t0 say that tiz
Addye Programmes have gone 2 1ongv\za);: "
inSta Ssl_ng the concerns raised 2 bp 'ﬁcant
Cha ncg in September 1999 there Was signi o
len ﬂ,ge Inthe obj ectives of the conct?SS ves

Mg t0 low-income countries: The“objt’-C o
® broadened to include an explictt focus

e . o
o1t Teduction in the context of aogarch the

Chted sy appr

. tegy. Under the new ap &

Strag Wil support, along with the WorldoBa

il] Pzgles elabOrated by the bOITOng c

The Verty Reduction Strategy PaP< .

Pre pOVerty R eduction Strategy Pap'th the
Pared by borrowing countries Wl

lear
l'efo
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participation of civil society including the poor and
other development partners, rather than through
negotiations between the government and the
World Bank or the IMF. The broadest and most
fundamental change in the work of the IMF arises
from the fact that the target and policies embodied
in PRGF programmes are to emerge directly
from the country's own poverty reduction strategy.
Nationally owned poverty reduction strategies are
at the heart of the new approach, and in this way
the multilateral institutions are promoting local
ownership of the programmes. The IMF reports
that even though interim PRSPs have varied
widely in terms of both content and progress, there
has been a substantial degree of government
ownership of the documents. Each of them he}s
]aid out a road map for development of PRSP in
a participatory manner. Qenerally the process has
advance quickly in countries that already had some
kind of inclusive national development fqrum or
plan such as Uganda, Ghana and Tanzania.
In order to take intﬁ' acczfot;nt the need to
wnership of the programmes,
enforce county that cogditionalities areto be
. force the priorities of the recipie;lt
, lied more sparin
coul'l?')"; Sg:ﬁg:?adtha: fl?fn many detall)ils. 'lghz
2;:)23 fnvglvement of the'World Bank in the PRGF
mme has necessitated that th; Bank and
progra 4 form a division of responsibilities and
the g};?onaliﬁes applied by each institution with
condl ing on its area of expertise. The Bank
each focus d the Poverty Reduction Support
C) to enable it tO link its lending
entation of PRSP.
aspect of the new
. attention is NOW being given
ﬂ’at.?:sr;ects of governance and the
of the major reform measures.
expected t0 be major Ifeforms
the impact on the poor is to be
Bank staff where

World
rmally B do so and, where

apacity t0
s lack °20 sures incorporated

mmes. In this way
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efforts towards proper designing and
implementation social safety nets for protection
of the most vulnerable groups are made.

CONCLUSION

There has been real and important changes in
the IMF/World Bank supported programmes put
together under the new approach which reflects
that there has been lessons learnt to some degree
concerning the way to implement reform
programmes. For example, by drawing on
participatory poverty reduction strategiesPRGF
supported programmes, should be much better
and able than past IMF/World Bank supported
programmes to make a positive difference in the
lives of the world’s poorest people. The adoption
of public expenditure reviews, poverty reduction
strategies and medium term expenditure
frameworks reflect commitment to addressing
fiscal reforms in a manner that enhances local
ownership of the programmes, capacity building
that is consistent with poverty reduction efforts
through ensuring availability of social safety nets
for the poor who are disproportionately negatively
affected by public expenditure cutbacks. In many
countries u ndertaking these reforms, there is
some improvementin the way the c ountries
manage their budgets. Yet despite these
significant changes, it is too early to say that the
PRGF and its component PRSP process have

generally had visible impacts on growth and
poverty reduction.
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