 Consultations on Conditionality in World Bank 
Development Policy Operations 
Report of the Meeting of July 23rd, 2007 with Civil Society
A second consultative meeting on this topic was held in the World Bank Islamabad office on July 23rd, 2007.  The objective of the meeting was to obtain substantive feedback on the recent application of World Bank conditionality which will contribute to a 15 country evaluation for a 2007 Implementation Report to be discussed at the World Bank Board later this year. The consultation was organized along the five Good Practice Principles of Conditionality.

This meeting was with Civil Society and included the NGO sector, academia, and representatives from the media as opposed to the first meeting on July 12th which was mainly with Government of Pakistan and representatives from donor agencies.  A list of participants is provided in Annex A.  The meeting was chaired by Ms. Shahnaz Wazir Ali, Executive Director, Pakistan Centre for Philanthropy.  

Introduction
Welcoming the participants, Mr. Said Al Habsy, Operations Adviser of the World Bank introduced the term conditionalities. Giving a brief background to the term, he said that previously budget support to the government was given by the Bank was given in tranches. For example if a budget support of US$200m was agreed, a tranche of US$100m would be released initially.  The government had to show conformity to conditionalities for triggers to release subsequent tranches.  Now we have prior actions which the government has to fulfil and the whole amount is released up front when prior actions are completed by the government.  The dialogue takes place up front and mutually acceptable prior actions are agreed upon. The World Bank is prepared to wait a long time, e.g.  1 – 2 years for prior actions to be fulfilled. The benefits are in that the capacity of government to handle the money is enhanced prior to disbursement by the prior actions as implemented through the five Good Practice Principles of conditionalities. Basically the term Conditionality has changed to Prior Actions but as it is deeply ingrained in the system, its usage continues although the Bank itself is ambivalent towards it and is in search of a better word to replace it.
Mr. Habsy explained that 30% of the Development Policy Operations goes to Budget support and about 70% goes to investment lending to specific projects and programs. Over 10 years, conditionality shifted from short term economic adjustment to medium term institutional change in governance and social sector reform. One aspect that he hoped the meeting would address was how effectively conditionalities have improved governance and social sector delivery.
The Chairperson Ms. Shahnaz Wazir Ali welcomed the meeting as an excellent opportunity for participants from the non-governmental sector to speak their minds about World Bank operations and to learn about the myths and perceptions that abound on World Bank conditionalities.  The Chair reiterated that it was important to remember that today’s discussion was about Development Policy Lending and not on investment lending.  All the discussion must be taken in that context.

Reading the newspapers the generalised view is that conditionalities are being imposed upon Pakistan. She hoped that the day’s discussion would unbundled some of these perceptions and the World Bank’s understanding of what’s appropriate and what is not will be enhanced by the views of the participants. She asked the participants to keep the discussion focussed on recent experience in order for the outcome of the meeting to be of value and productive.  Ms. Ali said that she had found the briefing papers provided by the Bank to be excellent guides to inform the meeting and wished to re-visit the following key points that the participants should keep in mind during the discussion:
· The objective of conditionalities is to set mutually acceptable social development goals for the country; 

· The selection, application and implementation of conditionalities in the context of Pakistan;
· The negative connotations of the term conditionalities and the need to find a more user-friendly term to describe it;
· The possibility that some new principles might emerge from the discussion which could either help in modifying the current GPPs to be more effective instruments for achieving what is that goal of social development ie social justice.
Bank staff gave a presentation on Conditionality in the World Bank’s Development Policy Lending which explained the purpose of the consultation and also explained conditionalities and Development Policy Operations. Some useful statistics on DPOs and recent Bank lending was shared. However a number of participants felt that the presentation was at a very high level which was difficult to understand.
The representative from RSPN commented that today’s meeting potentially could be very productive as he felt that the World Bank compared to other donors had become more sensitised to on-ground realities and had a better handle on what to do for poverty reduction.
Good Practice Principle (GPP) I: Reinforce ownership
The Chair opened the discussion on ownership by inviting the participants to define ownership.  The points to reflect on were:

· Is ownership a good principle of conditionality?

· Ownership is not necessarily confined to the federal or provincial level, our very large mass of Civil Society have stakes in this too;  and so do the parliamentarians;
· Where exactly does ownership lie? Whose ownership are we talking about and how do we define it? How is that ownership manifested?
· How would you define it, assess it and interact with it?  How would you assess the level of ownership that would be acceptable to the Bank as a prior action for it to be enabled to continue releasing its funding for Pakistan;
· Merely signing off documents of agreement at top country and Bank leadership level does not constitute ownership;
· Other examples of ownership that can be brought to the table where other donors have engaged and have got a better handle on ownership.
Representatives from the NGO sector emphasised repeatedly that the most important dimension of ownership is the inclusion of the marginalised, the very poor, and the beneficiaries at the grass-roots level.  They believed that social mobilization was the key for involving the poor in policy-making, and that the Bank had not paid enough attention to this agenda in Pakistan.  Even in cases where grass-roots consultation is carried out – as for example during the preparation of the PRSP -- those results do not make it to the final matrices or strategy papers.  Therefore, without focusing on social mobilization the Bank will not be able to include the voices of the poor in its conditionalities.
Participants argued that given the Bank’s legal limitations it cannot seek ownership from a broad spectrum of stakeholders.  It is unable to broadly engage political parties and civil society in its programs, and is restricted to largely engaging with the executive arm of the government.  Perceptions regarding ownership from different stakeholders could be very different.  Political parties have ownership when in power but can change if they are in the opposition. The World Bank was asked to outline its own definition of ownership, its own structures, its prerogatives and revisit its own mandate on country engagement before opening up a debate widely as it does not talk to Civil Society, which was stated to be a fact and therefore should not be taken negatively. Disconnect is in information shared which cannot be understood by all and therefore affects ownership negatively.

Mr. Kaspar Richter of the World Bank said that the Bank’s Country Assistance Strategy (CAS) is developed in consultation with the Government and Civil Society and covers a four year period. The current Pakistan CAS is from 2006 to 2009. The CAS guides the Bank in deciding whether the emphasis will be on a policy versus investment mandate. The criteria to make this selection involves our development partners i.e. the Pakistan government. The Pakistan government will determine what is important to Pakistan whether budgetary support or project lending.  The current year’s figure of 80% project support is not representative of the overall Pakistan CAS.  The year before it was 40%. Worldwide and in Pakistan there has been a shift to budget support from project support because project support has been proven to be problematic and can lead to fragmented systems. Budget support encourages government priorities whilst project support lends itself to donor priorities. However, with budget support too, there is always a matrix which specifies particular actions and indicators and outcomes and on which conditionalities would apply.  

The representative from PPAF commented that it reflects the Banks overall international experience but in Pakistan’s case the instruments for intervention i.e. policy lending of the budgetary support variety is the more effective instrument than more micro-level interventions.  This is pertinent as it has implications for the debate on ownership. He also said that the Bank’s primary level of interaction in the country is of a sovereign nature so ownership by that definition is confined in a sense to that particular aspect. As is understood the discussion is about Bank’s Policy based lending rather than the poverty reduction agenda and the owners are therefore at provincial and federal establishments.  Keeping that in mind, how does the Bank decide between lending for projects versus programs?  Is it based on any kind of experience or empirical evidences or that we know that the Bank’s funding is fungible when it comes to countries so how does one decide that dollars going into the project at village level gives better economic returns than the more flexible financing facility made available to the federal project for wider country wide distribution.  But perhaps if managed differently it may be managed better through one instrument versus another.  So when we look at this 30/70 split worldwide and this 80/20 split in Pakistan – the issue is whether it is based on the Bank’s cumulative understanding of its operation around the world or may be it reflects the short term difficulties being faced due to the funding going into earthquake rehabilitation.

The representative from NRSP felt that the figures clearly stated that there is something wrong somewhere. He said that the whole issue of global 25% development policy operations versus Pakistan’s 80% rings alarm bells. As we all know Pakistan’s spending on its armed forces is 60% of the total budget.  So if the Bank is giving budgetary support, is it subsidizing some operations of the armed forces as well?  As far as ownership is concerned – one needs to look clearly at budgetary allocation in the poverty sector. There is a very quick turn-over. The secretary changes, joint secretary changes, the government changes so the whole shift cant be looked at without looking at accountability.  The person who made the policy when he is being made accountable, he is responsible to sign a program for development policy operations.

Representatives from NGOs felt that currently Civil Society has no voice and therefore there could not be any concept of people’s ownership. However, social mobilisation is most critical and is all about ownership.  It was pointed out that it was relatively easy to reach out to large numbers of people at the grass-roots level through Citizen Community Boards (CCBs) and the Rural Support Networks.
The importance of evidence-based policy measures and the willingness to change conditionalities based on outcomes was emphasized as critical for building ownership.  Participants were curious as to how rigorous the Bank is on measuring the outcomes of the policy reforms it supports.
It was also pointed out that the lack of coordination within different tiers of government and frequent changes affects ownership.  Ownership of the government’s policy within the departments and ministries especially commitments made by previous governments and long-term commitment from government at macro-level is needed. 
GPP II: Harmonization 

Participants were of the view that although there is some effort amongst the donor fraternity for coordinated efforts, the fundamental divide between agendas of bi-laterals who usually have political agendas and multi-laterals who have different agendas, defeats the purpose.  One view was that donors’ agendas/turf wars have affected harmonisation negatively. With various matrices operating in the country harmonization was a challenge.  
Harmonisation can occur when country strategies are set and there is coordination at that stage. Development efforts need to be harmonised across all stakeholders. However, MDGs play a harmonizing role.  Commonalities are there and logical framework formulas exist. 
A representative from the media mentioned the Paris Declaration’s implementation as a step in this direction.  Accountability for all stakeholders becomes easier with harmonization in conditionalities. The government’s transaction cost lessens significantly. Harmonization within government was equally important as the diverse priorities of each province, department and stakeholders affected harmonisation. Some participants of this workshop saw harmonisation more as an instrument for donor priorities to complement each other rather than a mechanism to ease the government’s transaction cost and to facilitate the process of accountability.
The representative from the Pakistan Poverty Alleviation Fund, which has multiple donors said that as they were following the World Bank model for reporting to all their donors, and overall there was a sufficient degree of harmonization.  Civil Society has the will and capacity to harmonise but donors have their own priorities and despite having the capacity to move towards harmonization do not do so.  

GPP III: Customization

Customization along with ownership was considered the most important and least Participants felt that the government does not have long term commitment or strategic planning capacity and that allows donors to impose their own agendas. In fact the lack of capacity in government is making them yoke donors to their own uncertainties.  
The representative from the Rural Support Program Network spoke at length on the importance of social mobilisation and the absolutely critical need for consultation at the grass-roots level for genuine actions towards poverty reduction. He remarked that unfortunately even when consultations were held, the feedback was never reflected in the final recommendations and documents.  He has tried to engage the World Bank with reference to their PRSC agenda on working in the area of social mobilisation without much success and he again invited the World Bank to work with NRSP and other rural support networks.
Commenting on the lack of customization, the representative from Aga Khan University gave the example of water supply in the slum areas of Karachi.  This was primary a problem of a poor distribution network due to theft and leakages that results in water collecting in pools that becomes a breeding ground for mosquitoes carrying dengue fever.  However one large multi-lateral is funding a large infrastructure project to increase water supply to the city, which does not tackle this problem of distribution. Solutions should be indigenous to indigenous problems. It was reiterated that customization was a critical factor in the success of programs at grass-roots level.  He also remarked that it made no sense to launch untested programs on a large scale.  More evidence based programs should be agreed.  
The PRSP process was also given as an example. So called consultations were carried out but largely ignored when the final document emerged. Targets in the MTDF and MDGs should be linked with ground realities.  Local Government through the Devolution of Power Plan and CCBs are now an additional resource through which a large number of local communities can be consulted.   Involving different levels of society will give a true picture of the ground realities as all are interlinked and move forward together.
There was unanimous agreement that donors can play a major role in customization.  They should take a lead in going to the government on a common platform.
GPP IV:  Criticality

Participants were not clear how the Good Practice Principle of Criticality was used in defining conditionalities.  The Chair explained that criticality is more about actions that are to be taken in order to assess the results and outcomes that have been effectively achieved i.e. a set of critical actions to be taken or identified as determinants for achieving effective results. Criticality and customization were perceived to be closely related.

The representative from the Aga Khan University was critical of untested programs which were up-scaled by the government. He commented that the availability of reliable statistics was important to assess and evaluate success and therefore supporting the national statistics agency in capacity building and ensuring its autonomy should be central elements of the Bank’s engagement.
GPP V: Transparency and Accountability

Participants generally felt that transparency and accountability were issues which did not get placed in the public domain and that only a few stakeholders know what really happens.  The general public knows nothing. Reviews in particular are not transparent for the general public. Representatives from academia were not well informed so it was felt that the general public would be even less clear about what happens.
Participants commented that the World Bank was not sufficiently accountable for its mistakes and that a transparent process that regularly evaluates Bank programs, and shares the results with the public, needs to be put in place.  More generally, the World Bank needs to strengthen its external communications to correct some of the misperceptions that exist about its programs in Pakistan.  Transparency must work both ways i.e. both Bank and the government must display transparency.
A representative from the media spoke about perceptions of the World Banks work.  He felt that local governments need to be better informed regarding federal/provincial actions.  The World Bank has plenty of capacity to be involved in these issues. The whole story needs to be known. What government is doing with the money given by the World Bank should be transparent. It is very important beneficiaries are consulted about impact and outcomes.  Transparency in approach was said to be a different thing. Transparency may be there but other stakeholder’s perception may be that the World Bank is not transparent.  This is about effective communication. 
Transparency must be married to management.  Transparency must bring value and not just done for form.  It should be relevant and cost-effective.
Equity, solidarity, gender equality, transparency and accountability are about expertise. Is the PRSC really going to the poorest of the poor? Budgetary support may not reach the poor and it is critical that outcome is ensured as processes cannot ensure outcome. The question that needs to be asked is whether the intervention made any impact on the poor; did it improve healthcare services and whether schools were set up or not. Hard evidence was needed therefore sample survey based reports should be the norm. One view that was expressed was that the Bank continues to offer the Government of Pakistan large financial services even when the government does not deliver. The Bank’s services should be governed by accountability as despite years of spending on poverty reduction, poverty remains pervasive. If accountability is one of the principles of conditionalities then mechanisms need to be put in place to obtain views from the end-users.
Concluding remarks
The inclusion of Civil Society in these consultations was welcomed. The consultative dialogue was enriched by the wide ranging diversity of experience that Civil Society, by its very nature, brings with it. This provided a varied view point to the consultation which was much appreciated.
A main argument that emerged constantly throughout the discussions was the lack of inclusion of people at the community level in policy decisions. Ownership has to go well beyond government and it is critical that voices of the poor are heard and not just governments or parliament. The process was not participatory enough and the disconnect on ownerships is great. The dilemma was how to link conditionalities at ground reality. The Bank needed to be more pro-active on this issue.  
The World Bank felt it would be difficult to assess whether the people of Pakistan had ownership of policy and agreements for their needs. But it was agreed that forums like the rural support networks and the ongoing robust social mobilisation, CCBs, PPAF and local government could reflect the voices of the people and provide ownership at the grass roots level.  
A harmonised set of donor conditionalities would be extremely beneficial for the country but this was the exception rather than the norm.  There are intra and inter level of harmonisation within the government which are also very weak. Efforts should be made towards aid harmonisation and the implementation of the Paris Declaration was quoted as a good starting point. 

The effectiveness of customization was questioned i.e. whether the real needs of the people were being met and whether budgetary support was reaching them or not. Indigenous needs were being ignored and the problem was compounded because there is not enough information in the public domain.
It was agreed that criticality was an important Good Practice Principle for a good set of conditionalities. The effectiveness of lending can be increased by bringing in people at the grass roots level. 
Sustainability should be one of the principles as it is a critical factor in social development.
Transparency in the application of these Good Practice Principles to World Bank conditionalities or to the Terms of Reference governing lending from the World Bank was one dimension.  Lack of transparency on policy decisions and fiscal allocations etc might be misperception due to inadequate communication.  The Bank may be transparent but needs to put this information in the public domain.
There was concern that more budget support would mean that the funds could be easily diverted away from the social sector to areas like military spending even.  Bank staff explained that there is always a matrix even with budget support upon which conditionalities apply and military spending is not allowed therefore it was not possible for any Bank funds to go towards military spending.
A practical use of conditionalities could be to use it as a tool to stipulate certain conditions to ensure governments and state agencies to preserve institutional memory and to ensure that there is a commitment to follow through initiatives that were spear-headed by previous governments. Conditionalities can also be used to garner greater harmonisation in the utilisation of development aid.
Budget support may not be the best form of support to ensure spending on social mobilisation.  Processes of the Bank may not get you anywhere and will not ensure outcome therefore one of the conditionalities should be outcome. One comment was that the government uses conditionalities to provide itself budget space – but at the cost of social sectors.

The World Bank’s move towards including focus on poverty reduction was appreciated but the need to include at every stage of a matrix, inputs from the ultimate beneficiary, the  poorest of the poor was highlighted as it was felt that the poor are always missing from these conditionalities. 

They stated that conditionalities is a widely misunderstood term and raises many questions. Civil Society would refer to it as conditionalities exploited and politicised.  To the media it is about conditionalities being imposed by the World Bank on the government vis a vis utilities’ tariffs etc. Conditionalities should be used to commit government continuity to projects and programs despite changes in government.
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