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1. Executive Summary

As part of review of the conditionality approach the World Bank (WB) Zambia Office undertook a two day consultative meeting with its major partners i.e. The Government of the Republic of Zambia (GRZ), Co-operating Partners (CPs), Civil Society Organisations (CSOs), Academia and the Private Sector. The first meeting took place on the 30th August 2007 and it was attended by the GRZ and CPs.  The second meeting took place on the 31st August 2007 and it was attended by CSOs, Academia and the Private Sector.
The main objectives of the consultations were twofold: 

(i) To review the progress of the application of the five good principles, and 

(ii) (ii) To obtain feedback from stakeholders on the WB conditionality approach.
The main points from the consultations were:

i). Ownership exists as programmes are chosen from the PRSP and the FNDP which are GRZ developed and owned documents.  However, there is need to develop the GRZ implementation systems and capacity which would  reinforce ownership.  It was also felt that whereas the WB is increasingly according GRZ more policy space there was need to do more. Currently, a ‘David and Goliath’ relationship that exits between the GRZ and the WB which is  a major problem.  
ii). The analytical work that the WB produces is very important and the WB has a comparative advantage in this area but sometimes it either overproduces or produces at the wrong time which leads to the non usage of some very important work. There is also need for more involvement of local consultants and GRZ officers to make the work more relevant and easily digestible by GRZ. 
iii). The WB manages its programmes from Washington through delegations that come to Zambia leading to having separate reporting lines and increases transaction costs for the GRZ.  WB needs to consider increasing in-country capacity and reduce missions from Washington.
iv). The WB has made a lot of progress in harmonisation and has joined the harmonised framework for the GRZ’s PRBS and fully participated in the development of the Performance Assessment Framework (PAF). However, the WB only adopted 8 of the 34 indicators from the PAF and uses separate assessment of these indicators.  It is not clear how these 8 indicators were selected.  GRZ also questioned the use of the floating tranche system and indicted its preference for a fixed tranche system.  GRZ also indicated that the Bank should adopt the indicator system that has been adopted by other CPs as there was need for a single system of accountability. 
v). WB is less customised in Zambia than in Tanzania and GRZ wanted to know why this is so. CSOs were also of the view that the WB still uses market economics philosophy rigidly regardless of what the country conditions are citing the insistence on the sale of ZANACO even when it was making profits as a good example.

vi). The WB places too much emphasis on prior actions and process rather than on results which takes away from GRZ the fiscal and policy independence it needs to achieve results.
vii). The use of the PAF has led to an improvement in GRZ reporting but the non- inclusion of CSOs in the reporting leads to questions being asked on how transparent the reporting arrangements are. 

viii). In general the GRZ is made aware of the available funds in good time for the national budget but the main challenge was at the point of disbursement since that depends on GRZ meeting set prior actions.  WB disbursements are unpredictable and not done in a transparent manner due to the heavy involvement of Washington.

In general it was clear from the consultations that the WB has made progress in improving its conditionality approach and accords more space to GRZ but that there is need to do more.  It was also felt that the WB needs to be more flexible in dealing with the GRZ and need not stick to conditionality rigidly. The WB could also be more transparent in its decision making process especially with regard to disbursements.  What was also clear was that these consultations are a good platform to get feedback from partners, which would be important in the review of conditionality as an approach to lending. Finally, there has been little involvement of CSOs and Academia in the WB programmes and these groups argued that as part of the process of makings the support process of the WB transparent there should be more involvement of such stakeholders.
2. Background, Objectives and Methodology

2.1. Background

Because of the controversy surrounding the policy and practice of conditionality, in October 2004, the Development Committee of the World Bank (WB) requested for a conditionality review. This resulted in the 2005 review of World Bank conditionality which discussed the rationale for and modalities of conditionality in development policy lending.

The process of the review included wide ranging consultations in the first half of 2005.  Those consulted included borrower countries, Cooperating Partners (CPs) and other stakeholders such as Civil Society Organisations (CSOs).  The review identified and proposed 5 good practice principles for the application of conditionality which were subsequently adopted by the Development Committee of the WB in September 2005.   These principles were:
1. Ownership – reinforcement of country ownership;

2. Harmonisation – Agreeing up front with the borrower government and other financial partners on a coordinated accountability framework;

3. Customisation – Customising the accountability framework and modalities of Bank support to country circumstances;
4. Criticality – Choosing only actions critical for achieving results as conditions for disbursement, and 

5. Transparency and Predictability - The conducting of transparent progress reviews conducive to predictable and performance-based financial support.

The review also showed that the conditionality trend in the WB DPOs had been declining since the mid 1990s.  However, it also showed that the use of benchmarks in DPOs had increased markedly over the same period
.
In December 2006, the Board of Executive Directors of the WB discussed the first progress report on the application of the five good principles.  The Board requested that another progress report be prepared within 12 months which should include substantive engagement with borrower nations.

Thus, the WB Country Office in Zambia held consultations with the major stakeholders on the progress that has been made in Zambia regarding the implementation of the five good principles on conditionality.  The stakeholders involved in the consultations were: The Government of the Republic of Zambia (GRZ), the CPs and CSO.  GRZ was represented by senior government officers from different ministries.  Within the CSO group were also the Private Sector and the Academia.  The consultations were held on 30th and 31st August 2007. The first consultative meeting was held with the combined group of  CPs and GRZ, while the second one was held with the CSOs, Private Sector and Academia.  Both meetings were held at the Mulungushi International Conference Centre in Lusaka. 
The WB has used two instruments for Budget support in Zambia in the period 2004 – 2007.  This has been: (i) Debt relief through Highly Indebted Poor Country (HIPC) initiative and the later Mult-lateral Debt Relief Initiative (MDRI,) and (ii) Direct Budget Support through DPO/PRBS. 

The HIPC initiative started in 2001 (at decision point) and the completion point was reached in April 2005. Subsequently, the MDRI started in July 2006.

Under the DPO/PRBS support the last IDA support was the Economic Management and Growth Credit (EMGC) which amounted to US$40m.  Some of the key objectives of the EMGC were (i) To improve macro-economic stability, (ii) To strengthen the use of public resources, and (iii) The rationalisation of the interaction between the public and private sectors.

Using the GRZ priorities as elaborated in the FNDP, the WB has chosen areas to monitor through the Performance Assessment Framework (PAF), which was developed together with the GRZ and the Cooperating Partners (CPs) including the WB
.  Through these activities, the WB has supported policy reforms in Zambia in areas such as Agriculture and Public Expenditure Management.
2.2. Objectives
The main objective of the consultations were (i) to review the progress of the application of the five good principles, and (ii) to obtain feedback from stakeholders on the WB conditionality approach. 
2.3. Methodology

The consultations were conducted in two focus group discussions  (FGDs) held on two different days.  During the preparations for the consultations with the GRZ counterpart team, they indicated that they preferred that there be two discussion groups in order to allow for free dialogue ad to ensure that the participants focused on the objectives of the consultations. It was thus agreed that GRZ will be paired with the CPs in the first group while the CSOs would be paired with the Media practitioners and Academics in the second group.  Prior to FGDs document were circulated together with the invitation to the consultation. These documents included: The 2005 and 2006 WB conditionality reports and a set of the guide questions which were used in the FGDs.  During the FGDs the Chair (who is the Head of the Development Cooperation at the Germany Embassy) told the participants that the consultations were principally meant to solicit feedback on the recent application of WB conditionality in Zambia, focusing on the period 2005 to-date.  She also emphasised that there was need for a candid discussion as the feedback would inform further  review of the conditionality approach by the WB at the Headquarters.  This was followed by a presentation from the WB Country Manager who gave the background to the conditionality review as well as the WB portfolio in Zambia.  After the presentation the World Bank staff left so that the discussions could proceed in an open atmosphere.
The FGDs proceeded on the basis of the principles and questions that had been circulated to the participants, with the chair explaining the background to each principle and the specific questions as the discussion progressed.  
The GRZ officers held an inter-ministerial preparatory meeting prior to the consultation.  The report from this meeting is attached as an appendix to this report.

3. Guiding Principles – Summary Findings 
3.1. Principle 1 - Reinforce Ownership

There was general agreement that there is ownership of the WB supported programmes by GRZ as these are derived from the PRSP or its successor, the FNDP which the CPs and GRZ said was developed in a highly transparent and participatory way. It was however also felt by CPs that there is still a challenge in developing the national implementation systems and capacity which would act as way of reinforcing ownership. This view was supported by GRZ who submitted that they expected more cooperation from CPs who should be ready to provide support in the implementation of programmes. Sometimes, the lack of provision of resources  acts as a hindrance to implementation.
The CSOs expressed concern that civil society and communities were still not fully involved in developing key policy documents such as the FNDP. Participation remained   It was felt that the “stigma of prescription” was still linked to WB operations. The development of the WB’s Country Assistance Strategy (CAS) was still driven by HQ and little consultation of national stakeholders outside GRZ was taking place.

It was agreed that in general terms the WB has increasingly been giving more policy space to GRZ to develop its own programmes but there is need to do more.  GRZ questioned whether it really had the freedom to choose its own programmes and ‘speak its mind’ and determine outcomes given that CPs in general have their own priorities based on guidelines from their headquarters. Some CSOs felt that a ‘David and Goliath’ relationship exists between GRZ and the WB which makes for a very one-sided relationship and needs to be redressed.  One participant said: ‘The institution that has the cheque book determines what the relationship would be”.  This leads to poor ownership of programmes and the inevitable failure of such programmes
Concerning the WB’s contribution to analytical work, it was felt that the Bank makes a substantial contribution but could improve its performance by providing more capacity in-country, particularly in the sectors where the Bank is lead-CP. All stakeholders agreed that the World Bank has considerable capacity to generate analytical work, which was very crucial in the development of policies and programmes by GRZ.  Questions were however, asked about whether the analytical work was useful to the GRZ and other stakeholders and whether it was delivered at the right time. The CPs were of the view that sometimes they were not getting the analytical work from the World Bank at the right time and that at times they feel used as ‘rubber stamps’, for example when they are asked to comment on work very late.  
The CPs also felt that sometimes the WB tends to overproduce analytical work which leads to some studies being unused.  It was agreed that part of the problem could be that some work produced is not demand driven.  GRZ felt that sometimes they are forced into accepting work that is outside the FNDP which leads to questions on ownership of such work.  GRZ also lacks capacity to absorb some of the analytical work produced and it was suggested that this problem could be dealt with in three ways: (i) Doing the work jointly with GRZ, (ii) Making sure that all work is linked to some demand from GRZ and (iii) Making sure that the work is user friendly.  Some CSOs suggested that GRZ should consider setting up research departments in the line ministries whose brief, among others, would be to deal with issues of analytical work. All stakeholders agreed that there was need to deepen analytical work done by local experts (together with international experts) to better the chances that strategies would be of local relevance (see also section on customisation).   GRZ was encouraged to actively engage local expertise and that the WB could advise GRZ to take this issue more seriously. Widening of the scope of the analytical framework including the search for alternatives was also encouraged by CSOs. In order to get the full picture of current thinking and tap into existing capacity the WB was encouraged to widen its interaction beyond the senior Government level (ministers, PS).
CPs felt that although the WB was taking part in the JASZ it was still present in two many sectors. The WB should focus on areas where it has a comparative advantage. It was seen as a problem that the management of its programmes was still done from Washington through delegations that visit Zambia from time to time and that the level of capacity at the country office is low.  The CSOs and GRZ were of the view that management of programmes from Washington creates separate reporting arrangements which leads to increased transaction costs on the part of GRZ and sometimes lack of transparency.   The WB should increase the capacity of the country office and reduce the number of missions from Washington.

3.2. Principle 2 – Harmonisation

It was generally felt that the WB has made a lot of progress in the area of harmonisation but that there was still room for improvement.  CPs welcomed that the WB joined the harmonised framework for the Government’s Poverty Reduction Budget Support Programme (PRBS).The WB also fully participated in developing the Performance Assessment Framework (PAF) to monitor the PRBS, but the joint implementation with other CPs was lagging behind. The WB only adopted 8 of the 34 indicators from the PAF, which means it is only using part of the PAF. It also continues making separate assessments of this sub-set of indicators, sometimes outside the routine reviews provided for under the PRBS MoU. This practice increased transaction costs for GRZ. GRZ also questioned the use of the floating tranche system and expressed preference for a fixed tranche system. 

CPs also felt that there was lack of clarity regarding how the WB selected the 8 indicators from the PAF and suggested that there is need for more sharing of information with other stakeholders when such important decisions are made. The CPs also felt that the WB needs to move away from producing separate aide memoires which sidelines other CPs and is not good for harmonisation.  The GRZ was of the view that although the WB had made some progress in harmonisation it was still very rigid (it still insist on GRZ meeting all the indicators before disbursement of funds) and would have problems fitting into the PRBS group since some  members of the group use a more flexible system.  GRZ also felt that selecting a sub-set of indicators from the PAF makes the WB have only a partial view of what is happening in the country.  GRZ further felt that there was need for more GRZ involvement in the selection of indicators and that the WB should consider attaching a monetary value to all indicators to move away from the system of ‘all or nothing’.  This system will mean disbursement will be based on the indicators that the GRZ met.  GRZ also indicated that the Bank should adopt the indicator system that has been adopted by other CPs as there was need for a single system of accountability. 
GRZ also felt that on the implementation side, the WB procurement procedures sometimes cause delays which then reflects badly on GRZ. These delays can impact negatively on disbursements.  This is because sometimes the WB insists on using its procedures at the expense of the national procedures. The GRZ suggested that consideration could be made to the use of both systems which would help the GRZ system develop to international standards. 

3.3. Principle 3 – Customisation
GRZ and CSOs were of the view that whereas there was some evidence that the World Bank was softening its approach, it still had a tendency to use preformulated policies and its approach was still driven by a market economics philosophy regardless of what the local conditions were.  For example, the WB has insisted on the privatisation of ZANACO even when there was evidence that it was profitable and despite the fact that public opinion was against the privatisation.  Furthermore, the WB also insisted on GRZ cutting expenditure on the wage bill (as part of the HIPC conditionalities) leading to the non-employment of teachers even when it was clear that this was an important pre requisite for poverty reduction.  The CSOs however, noted that the shift away from privatisation of the water sector by the WB was a positive move.  The CSOs suggested that there was need for the WB to increasingly use local knowledge (through employing local experts) to deepen its understanding of the political economy of the country. The CSOs were also of the view that despite the softening of approach by the WB, GRZ was still slow in responding and is taking long to be more in charge of the different processes and that there was need for much involvement of CSOs in the dialogue between CPs and GRZ.  CSOs also raised questions about the extent to which the new CAS will be informed by the FNDP given the heavy involvement of Washington and not enough involvement of local institutions.  This point was echoed by the CPs who indicated that they have so far not been privy to the development of the CAS (this point is also be relevant to the section on Transparency and Predictability).
The CPs felt that the WB had customised its approach much more in other countries such as Tanzania.  GRZ questioned why in Tanzania the same WB was using a different approach which is more customised and harmonised, indicating that if they were not doing something right they were willing to dialogue and deal with the weaknesses in the GRZ systems.  GRZ also said sometimes problems arise because circumstances change as the programmes are implemented which calls for recasting of programmes but that the WB is usually not flexible enough to change the indicators to reflect the changed circumstances as they need to seek board approval which causes delays.

3.4. Principle 4 – Criticality

There was unanimity in agreeing that the prior actions and conditions for Bank policy-based lending was chosen from the PAF which was the agreed accountability framework.
There was also unanimity on the fact that it was difficult to ascertain whether the 8 indicators selected by the Bank were the most critical ones for achieving results from the GRZ point of view as it was not clear how these indicators were selected.  Questions were also asked as to whether the indicators in the PAF itself were the most critical in achieving results from the GRZ point of view.   
CPs indicated that they jointly do reviews and dialogue with the GRZ including the WB.  
The CSOs however, felt that the WB puts too much emphasis on Macro economic stability and not enough on sustainability of economic development and reduction of dependency on foreign aid.  However, the CSOs also felt that the WB has impacted positively in certain areas. For example the reduction in GRZ internal borrowing from the Commercial Banks was cited, which has led to a situation where Commercial Banks have more money to lend to the public which will not only bring interest rates down but will also  increase consumption in the economy.  

The CSOs also felt that there was too much emphasis given to prior actions and process rather than on results saying  “What should matter is what needs to be achieved not how it is done” arguing that prior actions takes away from GRZ the fiscal and policy independence it needs to achieve results.
3.5. Principle 5 – Transparency and Predictability

Transparency

It was generally agreed that there is a regular cycle of performance review of the GRZ programmes that is linked to financial support by CPs and WB policy-based lending.  This however was on the Budget support programmes only as no FNDP progress report has been produced thus far. Some CSOs felt that the WB’s ‘red tape’ sometimes leads to poor GRZ performance and that the WB needs to have regular reviews of not only its portfolio but also its procedures. 
CPs felt that the PAF has generally contributed to the improvement of GRZ reporting.  However, the CSO questioned the transparency of the reporting arrangement between the CPs and GRZ which leaves out the CSOs citing as an example the difficulty of accessing the PRSC/EMGC document both before and after it was signed. It mentioned that the document was not even available to Parliament despite its oversight function.  They also felt that the reviews do not seem to have improved domestic  accountability systems for example GRZ is supposed to produce quarterly reports on the implementation of the budget but this is not done regularly yet.  GRZ has tended to shy away from an all-embracing approach and it needs to be encouraged to engage more with the CSOs.  CPs also reported that the last PRBS review looked at who should be present at the reviews and that political representation could be improved.
GRZ was of the view that the insistence by CPs (including the WB) to have FNDP progress reports will have the effect of helping GRZ to focus on achieving results on the FNDP.  At the moment only economic reports are being produced by the GRZ which is an imperfect substitute.  GRZ also said that while the PAF is a useful tool its main weaknesses was that it was only a technical instrument whose main focus was on progress made in implementing the GRZ programmes but does not bring out the issues of a political nature.  GRZ is looking for ways of bringing out issues of a political nature which have a bearing on the achievement of results.

Predictability

GRZ submitted that the WB’s indications of the available funding is given in good time for the budget but the main challenge was at the point of disbursement as this is tied to the GRZ meeting the set prior actions.  The CPs also indicated that although the BoZ had indicated that disbursement should be done preferably in the first quarter of the year very few CPs do that. They further were of the view that disbursements by the WB are unpredictable and sometimes it is difficult to know how the decisions to disburse are made citing the complex decision-making process in which Washington is heavily involved.
4. Conclusion
The Bank is improving but needs to do more in the following areas: giving GRZ even more policy space, development of in-country capacity, provision of timely analytical work which is demand driven and has a lot of local expert input.  The WB, DPO needs to be further aligned to existing harmonised accountability frameworks like it is in other countries such as Tanzania. At the programmes are mostly run from Washington through missions that come from time to time and leads to increased transaction costs for the GRZ.  The disbursement of funds needs to be more predicatble. The CSOs would like to be more involved in the programme development and progress review processes which currently only see the involvement of GRZ and CPs.
5. Consultation Messages

	Principle
	Question
	GRZ
	Cooperating Partners
	CSO/Academia/Private Sector

	Principle 1: Reinforce Ownership – Actively reinforce country ownership by relying on clear evidence of ownership:
	Is the programme the WB supporting through its policy-based lending operations/PRSC derived from a policy process indicating ownership or are there indications of lack of ownership?
	Yes: The FNDP is the basis of the Bank programme in Zambia.  However, GRZ needs more support in implementation especially through sufficient and timely disbursement.  
	Yes: Ownership does exist which is based on the FNDP and the MTEF but there is need to find the best way to  support the implementation process so that ownership can be renewed through system development.  
	Do not know:  They were not sure to what extent Bank programmes were derived from the FNDP.  They are not familiar with the Bank programmes. However, it was felt that though the development of the FNDP was more participatory than the PRSP, genuine consultation of all stakeholders was still missing.

	
	Has the Bank given policy space to develop the programme and understands the political economy for reforms supported under its policy-based operations/PRSC?  
	Yes, but Sometimes GRZ feels pressured to accept programmes and projects by the WB which may not be in line with the FNDP.  GRZ also feels that it has little influence in the use of WB funds 

	Is there really freedom for the GRZ to choose and speak their mind and determine the outcome of dialogue given that CPs in general (WB included) have their own priority areas based on guidelines from their headquarters?
	Yes and No:  There has been a shift in the way the World Bank does things and accords more policy space to GRZ. It dialogues more but is still ‘obsessed’ with market ideology and involves too little local knowledge.  For example the WB insisted on the privatisation of ZANACO though the institution was profitable.

	
	Is there evidence of CPs or government analytic work helping with the process of policy formulation, or is there evidence of analytic work understanding existing processes of policy formulation? Is analytic work available early enough and feed into the government’s policy making process? 
	Yes: The World Bank has considerable capacity to produce analytical work but there is need for the work to be demand driven which would improve ownership and absorption by GRZ. 
	Yes and No: The Bank has a lot of capacity to do analytical work and CPs clearly see a comparative advantage in this field for the WB. However, there is a question mark over the demand for some of this analytical work leading to too many studies not being utilised.  There was also a question over the capacity of government to absorb the analytical work.  CPs  feel that sometimes the bank wants to use them to ‘rubber stamp’ its decisions when they are asked to comment on analytical work very late.  For example the analytical work going into the CAS, it is going to be shared with the other stakeholders at the right time i.e. early enough? There is need to get the information at the right time.    
	Yes and No: Although there is a lot analytical work that is done by the Bank there is little evidence of local input to make it more relevant locally.  One-day meetings are not enough.  The process is still heavily top-down with Washington teams coming with fixed positions.
GRZ needs to consider setting up research departments in line ministries to have a greater input in programme formulation by CPs.  There is need for greater involvement of other stakeholders like Parliament and CSOs in the process which at the moment is  not happening

	Principle 2: Harmonisation – Agree up front with the Government and other financial partners on a coordinated accountability framework
	Is there an agreed accountability framework (e.g. policy matrix) between government and the bank for measuring progress under the program supported by Bank lending toward community agreed objectives? What was the government’s role in this process? 
	Yes there is an accountability framework – the PAF (derived from the FNDP M & E framework) from which the WB has chosen a sub-set of 8 indicators. The WB uses the so-called floating tranche which means all indicators have to be met before disbursement of funds. The Bank should consider changing to a more flexible approach which would allow for a more gradual response, for example partial disbursement when only some indicators have been met. 
	Yes and No: WB worked with the GRZ and other CPs in setting up the PAF.  WB doing a good job of taking part in the JASZ, but the problem is that the management of programmes is done from Washington and progress reviews are managed from Washington.   Although the WB support to GRZ is in comparison to other IDA countries not very big, they are still active in many sectors and lead in a number of sectors such as Decentralisation, Energy, Macro economics, Agriculture, Private Sector Development etc. Without sufficient in- country capacity these sectors cannot be effectively coordinated on behalf of CPs.  The WB could withdraw from some sectors and concentrate on the analytical work where they have a comparative advantage.  There is need for GRZ to decide where CPs are going to work although it is not easy.  There is also need for CPs in general to be more transparent in terms of decision-making regarding the sectors where they can work based on HQ guidelines.
	Do not know – the CSOs do not have much dealings with the accountability framework between GRZ and CPs (who include the WB)

	
	Is the accountability framework harmonised across the CP community based on the policy platform provided by the government? Is aid coordinated and administered in a way that reduces transaction cost?
	The review missions are still coordinated from Washington. This increases the transaction costs as these reviews are done outside the agreed framework.  It is important to have one system that is used by all CPs.  The WB needs to look at this closely.
	CPs share Government’s view.
	Do not know

	Principle 3: Customize - Customise the accountability framework and modalities of Bank support to country circumstances.
	Is there evidence that any particularly sensitive policy reforms (privatisation, trade liberalisation, price and subsidy reform, user fees) supported explicitly by the Bank’s policy-based lending/PRSC reflect country circumstances and priorities?
	No, GRZ would like to know why the WB is more customised in Tanzania than in Zambia and would like to be availed evidence that the Zambian systems are weaker than those of Tanzania, if that is what is at issue.
	No, The WB has not customised its programmes in Zambia to the extent that it has in other countries like Tanzania.  GRZ needs to strongly come out and ask why this is happening.
	Yes and No: Whereas there is some evidence that the Bank is softening its approach, there are examples where it has refused to recognise the country circumstances e.g. in the case of the case of the privatisation of ZANACO (given above) and on cutting expenditure to Education (as part of the HIPC conditionalities) leading to non employment of teachers even when it was clear that it was important for poverty reduction.  However, the shift away from water privatisation was positive move.

	
	Have particularly sensitive policy reforms (privatisation, trade liberalisation, price and subsidy reform, user fees) been backed up by analytic work and have different policy options been evaluated to ensure policies reflect local priorities and country circumstances?  
	Yes, Lots of analytical work goes into the development of indicators but sometimes the assumptions that are made at the design of a programme change and it is difficult to change the indicators since the WB is not flexible enough i.e. they need board approval for such change to be effected.  
	Yes and No: Much of the analytical work done by the WB is done by outsiders and there is little involvement of the GRZ and local expertise in the analytical work.
	Yes and No: Although there is a lot analytical work that is done by the Bank there is little evidence of local input to make it more relevant locally.  

	Principle 4: Criticality – Choose only actions critical for achieving results as conditions for disbursement
	Are the prior actions and conditions for Bank policy-based lending/PRSC chosen from an agreed accountability framework?
	Yes – The PAF
	Yes – The PAF
	Do not know

	
	Is the use of conditionality in Bank policy-based lending/PRSCs limited to actions critical for the results of the government’s program?  Is there evidence that Bank conditionality focuses on actions that are effective in bringing about anticipated results? Can we observe some results linked to recent conditions?
	GRZ pointed out that the focus on 8 indicators only limited the World Bank’s view on some key issues, while losing sight of the overall picture on progress made and development outcomes across sectors.
	Although the PAF was developed by GRZ with CPs it is not clear how the WB selected its 8 indicators and whether they are the critical ones for the GRZ.
	Do not know as they need to look at specific indicators:

There is need for the World Bank to move from prior actions to prior results i.e. what needs to be achieved not how it should be done.  This has the effect of taking away fiscal and policy independence of GRZ.

	
	How are other actions contained in the policy matrix (actions that are not prior actions/conditions) being used in the policy dialogue? Are they seen as additional conditionality that influences disbursement decisions by the bank or do they serve as a broader descriptive framework for the government’s program?

	The WB has cumbersome procedures that may delay the meeting of the targets 
	Some CPs have joint reviews with GRZ and it is commendable that the WB has accepted joint CPs statements.
	Do not know

	Principle 5: Transparent and predictable - Conduct transparent progress reviews conducive to predictable and performance-based financial support
	Is there a regular cycle of performance review of the government’s program that is linked to financial support by CPs and Bank policy-based lending?
	Yes
	Yes
	Yes – the Budget support programme.  One issue here is the WB’s red tape which sometimes reflects negatively on GRZ so they should not just look at GRZ but themselves too.  The WB should consider regular reviews and not only of operations but also its procedures.

	
	Do performance reviews draw and reinforce the country’s domestic accountability systems (budget reviews, internal feedback during policy-making processes, implementation reporting to parliament etc)?
	Yes, it has made GRZ more focused on achieving results
	Yes – PAF has generally led to an improvement of the GRZ reporting although the World Bank is working out side this arrangement.
	Do not know: The reviews are only done between the GRZ and the CPs leaving out the CSOs who are an important stakeholder.  The reviews do not seem to improve the accountability systems e.g. GRZ is supposed to produce a quarterly report on the implementation of the budget but this is not yet done regularly.  Reviews by GRZ maybe a way of leveraging resources from the CPs.

	
	Are reviews conducive to predictable financial support? Is the Bank’s support aligned with then budget cycle where countries so request it? Are Bank’s support volumes announced in time to be incorporated into the budget?
	Yes and No: Indications of the resources available is usually given in good time but the problem comes in during the disbursement as this is dependent on GRZ meeting all the agreed indicators/prior actions.
	No, BoZ has indicated that disbursement should be done in the first quarter but this is rarely done by all CPs.

However, sometimes delays in disbursement are as a result of GRZ delays.
	Do not know

	
	Do review processes underpinning the Bank’s support promote results focus for achieving the government’ poverty reduction objective?
	Yes and No: The insistence by CPs to have an FNDP progress report will help GRZ to focus on achieving the FNDP results.
The PAF is a technical tool which only concentrates on the progress made in implementing GRZ programmes and does not bring out issues of a political nature.  GRZ is looking at how to bring out issues of a political nature which affect the achievement of results
	Yes: Although the review process so far has not been based on the FNDP progress report but on the Annual Economic report which is an imperfect substitute.  
	Do not know – they are not involved.


APPENDIX: REPORT ON GRZ PREPARATIONS FOR THE CONSULTATIONS ON CONDITIONALITY IN WORLD BANK DEVELOPMENT POLICY LENDING AND IMPLEMENTATION OF THE 2005 GOOD PRACTICE PRINCIPLES – THURSDAY  30TH AUGUST, 2007

BACKGROUND

In 2005, the World Bank (WB) undertook a review of conditionality in its policy- based lending. The resulting conditionality review paper proposed a set of good practice principles for the application of conditionality namely; ownership, harmonization, customization, criticality, transparency and predictability. These five core principles were agreed upon by the G8 countries at a high level meeting in 2005 and adopted by the Development Assistance Committee of the Organisation for Economic Cooperation and Development. A first progress report was discussed by the Board of Directors in December 2005. It was then decided that there should be another progress report prepared within 12 months with the engagement of the borrowing countries.

In view of the above, the WB is required to undertake a second review in consultations with the borrowing countries to ascertain whether it has adhered to the good practice principles. 

Some officials of the Government of Zambia held an inter ministerial meeting on Wednesday, 29th August, 2007 to discuss WB’s conditionalities with respect to the good practice principles and come up with one view point that could be shared at the WB conditionality consultations scheduled for Thursday, 30th August, 2007. The review will mainly concentrate on conditionalities applied with regards to Direct Budget Support.

DISCUSSION

On each of the five good practice principles, the meeting discussed as follows;

1. Ownership- Reinforce country ownership

· The meeting felt that although it has full ownership of its development programmes, this ownership is not sustained because of the rigid conditions that the WB applies prior to accessing its funds.

· The meeting felt that GRZ  has little influence in the use of WB funds

2. Harmonisation- Agree up- front with Government and other financial partners an a coordinated accountability framework.

· The meeting felt that although a common Performance Assessment Framework (PAF) has been put in place for Budget Support, the use of this framework by the CPs, including the WB is not in line with the harmonization principle. The WB may choose an indicator from the PAF but will decide on its own percentage requirements for meeting this indicator/target which may be higher and quite unrealistic than what was jointly decided in the PAF. Further, the PAF exists with 33 indicators, which is utilized in different ways by different donors, some with a variable tranche, most with affixed tranche. Only the WB has an al all nothing approaches. The WB needs to be more harmonized and remove what is referred to as floating trance.

· Multiplicity of WB supervisory missions increases transaction costs and is not in line with harmonization principle

· Non availability of expertise in the country. This causes problems in terms of discussion and dialogue. This tends to lead to separate meetings oraganised outside existing dialogue forum. Fr instance, why are we discussing EMGC II separately to PRBS?

3. Customization- Customize the accountability framework and modalities of Bank support to country circumstance

· The meeting felt that the WB already has its own models that it uses for all borrowing countries regardless of circumstances. Countries like Zambia on the receiving end cannot change these models to suit their preferences.

· The meeting felt that Zambia has similar circumstances with countries like Tanzania which has a very good PRBS system. In Tanzania, the WB operates within the PRBS system and closely adheres to the principles agreed upon therein. However, as highlighted above, if the WB applies similar conditions to countries with similar circumstances, then why should it implement the PRBS system differently in Zambia? THIS ASSERTION NEEDS TO BE SUPPORTED BY EVIDENCE.

4. Criticality- Choose only actions critical for achieving results as conditions for disbursement

· PAF indicators are interrelated because sub sectors are interrelated. Choosing only a limited number of indicators (8 indicators in the case of the WB) that are considered critical for achieving results may not be the best thing to do because achieving those indicators will to some extent depend on achieving other indicators where GRZ may face difficulties.

· WB has cumbersome procedures that may delay the meeting of the target although considered critical.

5. Transparency and Predictability- Conduct transparent progress reviews conducive to predictable and performance based financial support

· WB reports describing outcomes lack common definitions for easy understanding.

· WB lacks transparency when conducting progress reviews because WB missions operate independently from other CPs
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� The definition of conditionality in the consultations was taken to be: Policy and institutional actions critical to achieve the results of the government’s program.  These actions are included in the WB’s legal agreement and must be met to permit disbursements of development policy credits/grants.  The definition of Benchmarks on the other hand were taken as: Actions the WB uses to describe a country’s program it is supporting which are not necessarily critical actions and are not intended to determine disbursements 


� There 11 CPs who are members of the PRBS group in Zambia
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