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Concept Note
Joint World Bank and IMF Report on:
Poverty Reduction Strategy Paper s—Progressin Implementation

2005 PRS Review

A. Context

1 Background. In September 1999, the Development and Interim Committees
endorsed a framework to enhance the poverty focus of Bank and Fund concessional
lending. The approach was based on poverty reduction strategies prepared by countries
and embodied in Poverty Reduction Strategy Papers (PRSPs). The underlying gods were
to support comprehensve, country-led efforts to sharpen the poverty focus and
effectiveness of development assstance in low income countries, and to dign assgtance
by externd partners around those drategies. Poverty reduction drategies (PRSs) were
expected to be country-owned and desgned in a paticipatory fashion (taking into
account the views of Parliaments and other democrétic bodies, where they exis, the
donor community, civil society and specificaly the poor themsdves); comprehensve in
goproach (recognizing the multidimensona nature of the causes of poverty and draegies
to dleviate it and the need for a coherent macroeconomic framework to support them);
and based on a medium and long term perspective, including agppropriate monitoring
indicators againgt which progress could be measured.

2. At about the same time, the 2000 U.N. Millennium Summit led to the
adoption of the Millennium Declaration and the MDGs, by which the international
community could measure progress on key dimensons of development. The
consensus forged a Monterrey in March 2002 called on developing countries to improve
their policies and governance and on developed countries to step up their support through
more and better ad and more open markets. For low-income countries, their poverty
reduction drategies ae the vehicle through which country policies, programs, and
resource requirements are linked to the MDGs. The PRS approach provides the
framework in which to make operdiond the responshilities and accountabilities—of
low-income countries as wdl as ther development patners—that were framed in the
Monterrey consensus.

3. The 2005 PRS Review will draw on the experiences of countries in preparing
and implementing poverty reduction strategies and of donors in supporting these
efforts. Currently, 45 countries are implementing their PRSs, of which 24 have produced
a least one annual progress report. For these 45 countries, the average implementation
period is about two years. Three countries are well advanced in preparing a fully revised
(second generation) PRSP. An additiond 11 countries have prepared interim PRSPs.
The overwheming bulk of low-income countries which have not yet prepared a PRSP are
LICUS countries.

4, Reporting on_implementation progresss.  Bank and Fund saffs have reported
regularly on progress in PRS implementation (annex 1). Initidly, progress reports
were prepared twice a year. In March 2002, the progress report reflected the findings of a




larger review (2002 Review). Since September 2002, progress reporting has been annual.
In the most recent Progress in Implementation Report (September 2004), daffs
highlighted that the PRS approach has helped to focus attention on country-specific
chdlenges to improving development outcomes and effectively reducing poverty as well
as the need for more effective development cooperation, including more ad. However,
addressng andytic, inditutiond and capacity gaps in paticular countries will take
consderable time and effort.

5. In the summer of 2004, the independent evaluation units of the World Bank
and IMF reeased ther findings from year-long evaluations of The Poverty
Reduction Strategy (PRS) Process (OED) and Poverty Reduction Strategy Papers
(PRSPs) and the Poverty Reduction and Growth Facility (PRGF) (IEO).! The OED
report found that the PRS Initigtive has begun to orient the policy discussons in low-
income countries toward a focus on poverty, atention to results, and a framework for aid
management.  However it noted that the tenson in desgning a Bank/IMF-driven
initiative involving conditiondity that is smultaneoudy meant to foser a country-driven
process has hampered customization of the Initiative to country conditions and limited
the focus on domestic planning and implementation processes. It recommends that the
Bank should foster customization, assst in exploring a wider range of policy options and
help define clearer partnership frameworks around PRSPs with accountabilities for both
countries and partners.  The IEO report came to broadly smilar conclusions, noting in
addition that the PRSP process had not generated a broad discusson of dternative
macroeconomic policy options. Moreover, most PRSPs fdl short of providing a drategic
roadmap for policymaking which limited the scope for embedding the PRGF in the
PRSP.

6. Rationae for 2005 PRS Review At the time of the 2002 Review, the Boards
asked that another full review be done in 2005. In the September 2004 PRSP—
Progress in Implementation Report, Saffs committed to using the next annud review (the
2005 PRS Review) to consder progress, chalenges and good practice related to a set of
key issues that are centrd to enhancing the effectiveness of the approach. This concept
note outlines the proposed gpproach for conducting this 2005 PRS Review. The proposed
2005 PRS Review is timdy. In the context of the forthcoming UN Summit on
implementing the Millennium Dedaration, there is a need for the internationd
community to assess progress of the PRS approach as a country-driven modd for more
effective development cooperation, and to identify actions that could drengthen this
goproach. This is a chdlenging underteking, not least because of the difficulty in
measuring concretely the reduction of poverty over the reatively short timeframe of five
years and edablishing direct causd links between poverty outcomes and the PRS
goproach, given the vulnerability of most PRS countries to exogenous factors and the
persstent shortcomings of monitoring and evauation systems.

1 World Bank report number 29164 and IMF Staff Memorandum SM/04/227, 7/7/04.



B. Key Issues

7. The PRS approach was intended to be country-driven, results-oriented,
comprehensive, partnership-based, and with a longterm pergpective on
development and poverty reduction. The aim of the 2005 PRS Review isto provide a
framework for more systematically considering progress in PRS implementation
and undertake an analysis to assess progress to date. The Review will dso am to
drav lessons and make recommendations (including for the Bank and Fund) on
drengthening specific aspects of the approach. However, it is not possble to assess
whether or not the PRS approach itsdf has led to greater poverty reduction, given the
rlativdly short period of implementation, data limitations, and attribution issues.
Nonethdless, five years into implementation, it should be possible to assess the degree to
which various inputs to and outputs of the process have been in line with origind
objectives, and provide an indication of intermediate progress toward the gods of
enhancing growth and reducing poverty. Furthermore, it is important to darify the
vaious intermediste outcome indicators which should be conddered in  monitoring
overd| effectiveness of the PRS initiative and to consder progress aong these indicators
wherefeasble.

8. Themes for the Review.  The 2005 PRS Review will focus on five themes,
identified through discusson with stakeholders and review of literature, that are centrd to
the effectiveness of the PRS approach. These themes are (i) drengthening the medium-
term orientation of the PRS; (ii) utilizing the PRS as a mutud accountability framework
between countries and donors, (iii) broadening and deepening meaningful participation;
(iv) enhancing linkages between the PRS, planning documents, the MTEF and budgets,
and (v) tailoring the gpproach to conflict-affected and fragile Sates.

0. Strengthening the medium-term orientation of the PRS. The PRS should serve
as the medium-term operationd framework for designing and implementing policies for
acceerating growth and progress towards the MDGs, for coordinating the increased
development assdance to which the donor community committed itsdf under the
Monterrey Consensus, and  for  inditutiondizing the participation of domestic and
externd dakeholders in the development process A drengthened medium-term
orientation would permit greater focus on appropriate growth-oriented policies, including
gructural and sectord policies and trade policies, which should increesngly be included
PRSPs. A medium-term orientation will dso require the use of: dterndive
macroeconomic  scenarios, both to flesh out the implications of more ambitious
development gods than warranted by current policies, inditutions, and financing flows,
as well as to address the vulnerability to exogenous shocks, more robust growth anayss,
enhanced monitoring systems, and poverty and socid impact andyss (PSIA) of policy
dternatives These agpects will have important implications for countries fadng
consderable capacity condraints. Central issues include how donors should manage the
tenson between ther annud aid budgets and the need for medium-term aid commitments
to support sustained implementation of poverty reduction programs and how countries
can effectively assess intermediate progress toward objectives that are long-term. Key
questions to be addressed include:



Framing development gods. Is the PRS embedded in a viable longer-term
devdopment drategy that is condstent with country circumstances? Have
countries used the PRS process to meke the MDGs operationd? Are the
objectives of PRSs framed in terms of the MDGs adapted to country-specific
cdrcumdances and redidticaly achievable? What are the implications of the
different time horizons of the MDGs and gods and targets set in PRSs.

Setting the gtage for increased aid. How do PRSPs baance the tenson between
redism (a fisca framework condrained by current ad levels and capacity) and
aspiration (increased aid, improved policies and capecity); how can dternative
scenarios provide a bridge between the two? What are the likely macroeconomic
impacts of increesed ad, wha ae the implications for debt sustainability, and
what actions could help countries manage any negetive consequences?

Building systems to support evidence-based decison meking. To what extent do
PRSPs have rdevant targets and indicators of poverty reduction? Do they have
proposds for enhancing monitoring and evauation systems, including sdectivity
in the choice of monitorable targets and indicators, efforts to improve data
collection and use, and the clear definition of the intended development results?
How adequate is the andyss that underpins key policies and decisons (eg.
poverty diagnogtics, PSIA; pro-poor growth analyses)?

Possible areas for recommendations/future action. Strengthen the andyss of the
macroeconomic impact of increased ad inflows (Fund) and absorptive capacity
(Bank); define comprenensve sectoral programs for scding up service ddivery
(partner countries with donor support); provide support for the formulaion of
dternative scenarios (Fund/Bank); set targets and objectives for the PRS that are
defined in terms of the MDGs adapted to country-specific circumstances (partner
countries, with the support of UNDP, the Bank and other agencies).

10.  Utiliziing the PRS as a mutual accountability framework between countries and
donors, including dignment and harmonization of externad assstance and incressed ad
volumes. PRSPs have not yet fully supplanted pardle donor andyses and diagnogtic and
reporting requirements, nor have they been able to ensure full consstency between donor
conditiondity and country-owned programs. In large part, this is because, as medium-
term drategic documents, they generdly do not contain the levd of operationd detal
required by donors for ther annua financing decisons, nor do they usudly provide a
clear sense of priorities anong the PRS many objectives and gods. A key chdlenge for
countries, therefore, is to adapt and update their policies to changing circumstances on an
annud bass within the drategic medium-term framework set out in the PRS. Donors will
need to find ways to demongrate the increased effectiveness of development assstance to
judify higher ad flows in drcumdances where the intended results will only gradudly
become apparent.

Building capacity. Have countries need for technicd assstance in the preparation
and implementation of their PRS been adequatdy addressed by development
partners? Has the PRS process been used to prioritize and coordinate technica




11.

assistance needs, and to develop a comprehensve drategy for meeting countries
capacity development needs?

Supporting andyss. To what extent have externa partners, including Bank and
Fund saff, provided useful andyticd inputs into the PRS process conggtent with
principles of country ownership and partnership?

Improving aid dignment, conditiondity and volume  To wha extent have
externa development partners, incduding the Bank and the Fund, digned thear
assigance and policy conditiondity with the PRSP? Have the volumes of ad
increesed  and/or the moddities for assstance improved for countries
implementing sound poverty reduction drategies? Has the PRS approach led to
improvements in donor conditionality and more sdective aid decisons? How well
does PRGF and PRSC conditiondity support PRS implementation? To what
extent has implementation of poverty reduction strategies been condrained by ad
flows? How do specidized globd funds relate to poverty reduction strategies?

Architecture changes. What has been the initid experience from the changes to
the PRS architecture that were introduced in the fdl of 2004 amed at
drengthening country ownership by diminating the joint Boards endorsements
of the PRSP as the bass for BWI concessond assstance, and refocusing the joint
daff assessment of PRSPs to provide a more concise and nuanced evauation of
PRSPs and annud progress reports?

Assding in _coordination. Has the PRS approach provided a useful framework
donor coordination? Has an appropriate balance been achieved between country
ownership and the need for donors to be held accountable for the use of ther
resources?

Possble areas for recommendationsfuture action. Egablish well-defined and
costed sectord programs in PRSPs with annudly updated implementation plans in
APRs that ae closdy linked to budget processes (partner countries, with
andytica support from donors); derive conditiondity from a reduced set of the
targets and indicators contained in PRSPs, and edstablish a mutudly agreed and
coordinated framework for monitoring peformance (donors and partner
countries); provide adequate and timely commitments of annud support and
indicative commitments of likdy medium-term support (donors); develop
comprehensve and prioritized capacity development drategies within PRSPs and
use these to coordinate the provison of technicd assstance and other support
from donors (partner countries and donors); establish a framework for sector
reviews that would facilitate their incorporaion into APRS (partner countries and
sector-support donors).

Broadening and deepening meaningful participation. Country authorities and

donors face the chdlenge of making participatory processes sdf-suganing over time, o
that transparent domestic decison-making processes and accountability supplant donor
conditiondity as a motivating factor for good policy. This includes congdering (i) the



role of key actors (such as domedic condituent groups and inditutions, including
parliaments, labor unions, trade and business associations, NGOs, mass media); (ii)
mechanisms (such as for broadening the gpace for macroeconomic and other policy
didogue and condderation of dternative policy options including macroeconomic
scenarios); and (i) sudtainability of processes (moving beyond consultation in PRS
formulation). A key question is how dl involved stakeholders actudly interact with each
other in the process of developing and implementing the PRS, and how to ensure that the
participatory processes resulting from the PRS process ae meaningful in the given
country context.

Involving dtekeholders. To what  extent have governments prepared and
implemented PRSPs in an open and participatory way? Have key domestic
inditutions, such as parliaments, private sector and business representatives, trade
unions, interest groups, and other civil society organizations been engaged, and
what role have they played in building consensus around and broad support for
the PRS ? Are domestic politica processes respected;, more generdly, have there
been pardld processes?

Opening up the space for didogue. How can the space for policy didogue be
broadened, particularly on macroeconomic issues? Why do few countries have
macroeconomic frameworksin their PRS with different scenarios?

Sudaining paticipation. Has participation extended beyond PRS formulation to
encompass implementation and monitoring and evauation of policies? What has
been the impact of efforts to build Sakeholder capacity with respect to
paticipation, including the ability to underdand exising condraints and assess
difficult policy tradeoffs, and what are the outstanding challenges?

Influencing programs. To what extent have participatory processes influenced the
content and implementation of poverty reduction drategies? Have socid
accountability mechanisms and officid monitoring and  evdudion sysems
enhanced the relevance of stakeholder feedback to policy makers, and deepened
the accountability of the latter for delivering improved devel opment results?

Posshle areas for recommendations/future action. Assst the government to
engage in open didogue on macroeconomic issues and discusson of policy
options, condraints and tradeoffs with a broader range of domestic stakeholders
(Fund and partner countries); provide targeted cgpacity building to parliaments,
other domestic groups and CSOs to engage in policy debate and participate in
monitoring and evauation (donors); scde up support for enhancing monitoring
and evdudion sysems (donors); develop regular mechanisms for consultation
with key stakeholder groups (partner countries).

12. Enhancing linkages between the PRS, the MTEF, and budgets, induding the
role of line minidries and locd governments, in order to drengthen the country-driven
nature of the PRS, to help promote greater prioritization, and to integrate sectord
drategies better. This will help ensure the consstency between day-to-day decisons, the



medium-term priorities of the PRS, and the longer-term objective of attaining the MDGs.
It would dso dlow for better andyss of the linkages between investment, direct poverty-
reducing expenditures, especidly in the socid sectors, and medium-term fiscd and debt
sugtainability. As donors increesingly look to the provison of budget support as an
effective ingrument for ddivering higher ad flows the importance of the MTEF as the
budgetary trandation of the PRS medium-term objectives and the framework for the
formulation of annua budgets will continueto rise,

Usng domedtic processes. Have countries dravn on exising drategies and
integrated the preparation and implementation of ther PRSPs with ther core
processes for policy meking and program implementation, including annud
budget cycles and medium-term expenditure frameworks? To what extent are line
ministries and local governments engaged in the process?

Allocating resources. Do PRSPs define, cost and prioritize public actions that are
likely to reduce poverty? How comprehendve is sectord coverage? Has there
been progress in defining “pro-poor” expenditures, and have such expenditures
increased?  Are the budgetary dlocation and execution of public expenditures
consggtent with PRS priorities?

Defining financing plans Do PRSPs have adequate and credible financing plans,
including contingency planning for expenditures in the event of a shortfdl or
unanticipated increese in revenues or financing? Is aufficient attention pad to
enhancing domedtic revenue mobilizetion as the mgor source of financing for
development, and to the incidence of fiscd policies, particularly in the area of
taxation, on the poor?

Building capacity. Is fiscd management capacity adequaie to  effectivey
formulate, implement, and monitor expenditure policies? Under what conditions
do countries establish sysems that alow prioritization of programs and policies
which effectively feed into the budget process?

Possble areas for recommendations/future action. Provide coordinated support
for capacity devdopment in public financid management, based on joint
diagnostic work (budget support donors), paticulaly in the aea of public
expenditure management (Fund/Bank); aign PRSP and budget cycles (partner
countries) and donor support programs with the PRSP/budget cycle (donors).

13.  Tailoring the PRS approach to conflict-affected and fragile states. The mgority
of low-income countries that have yet to prepare a PRSP fdl into one or both of these
categories.  Countries experiencing ingability and dress are likdy to face more intense
chdlenges in preparing and implementing a meaningful PRS, yet they have perhaps even
grester need than Stronger performers for better prioritization, redistic estimates of the
timing and cost of key interventions, reliable donor assstance for priority actions, and
close donor coordination. Furthermore, the extent to which the PRS in a conflict-affected
or fragile sate may help strengthen rather than wesken the country’s reslience to violent
conflict or state falure would demand attention to how well proposed policy actions take



drivers of conflict and date fragility into account, and utilize processes that include
SOCi0eCONOMIC groups across society.

Assessing  relevance, Is the PRS approach relevant to fragile states? What are
the specid chdlenges and condderations—for country officids, ad agencies and
other partners? Does the PRS approach provide opportunities? Can the PRS
goproach be applied in countries with ggnificant condraints on voice and

participation?

Taloring content. Have PRS processes been conflict sengtive? How can they
take politica dynamics and conflict drivers into account? How should they best
be tailored to reflect paticularly weak governmenta cgpacity? What chalenges
have stakeholders (government, civil society, partners) faced where a PRSP is
developed in a conflict- affected environment?

Applying PRS principles. How can donors provide assistance in the absence of
country-driven poverty reduction drategy, in a manner that reinforces (rather than
undermines) the underlying principles of the PRS gpproach?

Possible areas for recommendation/future action. Develop better mechanisms for
prioritized and coordinated support for capacity development and a more focused
goproach to inditutional change; provide technical support to strengthen PRSP
processes in conflict-affected and fragile dates, identify operationd tools to
amplify the application of PRS principles in very low capacity environments
(donors). Develop good practice lessons for conflict-sengtive PRSs.

C. Methodology

14.
fold:

Approach. The overarching questions guiding the 2005 PRS Review ae three-

Wha have been the main achievements and chdlenges to date in developing and
implementing poverty reduction drategies,

What is the appropriste results chain for monitoring progress in PRS
implementation across the various dimensons; and

In light of experience to date, how could the approach—and support for its
implementation—Dbe strengthened to improve long-term devel opment impact?

For the themes and key quedtions identified above, the 2005 PRS Review will assmilate
andydss from various sources with a view to report on overdl progress and trends,
improvements, if any, of the PRS approach over past practices, objectives moving
forward and benchmarks for assessng progress, good practice; key chalenges, and
recommendetions.

15.

Work on the 2005 PRS Review will be conducted in severa stages, some of

which will take place concurrently, leading to integraion of findings and
recommendationsin afind report. These sepsinclude the following:



Initial stocktaking. An initid gocktaking exercise is now underway to identify
andyss (dudies, evaluations, case studies, etc.) that is on-going or planned (with
results expected by end-May 2005) which should inform the 2005 PRS Review.

This stocktaking includes work not just by Bank and Fund gtaffs, but aso by other
partners. This initid dockteking will dso identify various regiond and
international events, the proceedings of which are likdy to be rdevant to the
review. (On-going, to be completed by end-February 2005 after consultations on
the concept note.)

Preparation of discussion/issues notes for key themes/sub-themes. Based on
exiging anadyss, discusson notes will be prepared that will begin to didill key
issues and trends, and highlight areas for further inquiry. These discusson notes
are expected to be short (five pages or less), with a bibliography of existing and
planned andysis gppended to each. All discusson notes would be findized by
end March 2005, and posted on the PRS 2005 Review webpage. The am of the
discusson notes is to dsimulate debate and further andyss around key issues.
(January through end-March, 2005.)

Topic Responsibility
Engaging domestic constituent groups and sustaining Bank with inputs from Fund
participation

Broadening the space for considering alternative policy Fund/Bank
options including macro-economic scenarios

Linkages between the PRS and the MTEF and budget Fund with inputs from Bank
processes

Targets, indicators and monitoring, MDG links Bank with inputs from Fund
PSIA Bank with inputs from Fund

The PRS approach in conflict-affected and fragil e states Bank with inputs from Fund

Alignment and harmonization (including Bank and Fund Bank/Fund
assistance)

Identification of analytic gaps to be filled by Bank/Fund analysis and
commencement of background work. While the 2005 PRS Review will, to the
extent possible, draw on exiging and dready planned andyss, there will be a
sdect number of areas where the Bank and Fund will need to prepare additiona
background materid. Identification of these gaps will be further informed by the
initia stocktaking. (January through end- February 2005).

Synthesis of existing and on-going analysis (evauations, reviews, case studies)
aound key issues identified in discusson notes (on-going throughout review
period). (April 2005-end June 2005).

Consultations around 2005 PRS Review. Paragraphs 22-26 provide information
on conaultation plans. (April-May 2005)



16. Information sources.  The 2005 PRS Review will be draw on five man
information sources (i) compilation and synthess of exiging and planned anadyss by
Bank and Fund daffs; (ii) compilation and synthess of exiding and planned andyss by
other partners, (iii) targeted additiond Bank/Fund analyss specific for the 2005 PRS
Review; (iv) proceedings from various consultations, and (v) views and contributions
from governments, development partners and other stakeholders solicited through the
Bank and Fund externa web Stes.

17.  Bank-Fund analysis (existing work programs). There is a wide range of activities
in which Bank and Fund gaffs are involved which have direct relevance to the themes of
the PRS 2005 Review. The PRS 2005 Review team is currently in the process of
docktaking within the Bank and Fund to identify rdevant andyss which will be
avalable within the rlevant timeframe, on which the 2005 PRS Review should draw.
(Annex 2, to be augmented based on interna stocktaking.)

18. Analyss by external partners. Many extend patners  (internationd
organizations, bilaterd ad agencies, civil society organizations, member countries,
academics, etc) have carried out or are planning reviews and andyss that are revant to
the 2005 PRS Review. Externd partners may wish to commisson additiona andyss as
gpecific inputs into the 2005 PRS Review. In order to be timey for the 2005 PRS
Review, andyss needs to be avalable by the end of May 2005. The process of
consultations around the concept note is expected to help identify additiona work which
partners are undertaking or would like to contribute as inputs to the 2005 PRS Review.

(Annex 3, to be augmented based on stocktaking and consultations around the concept
note) The man findings and concdusons from each of these will be summarized and
sve as input into gaff's own anadyss.  With agreement of concerned parties, these
reviewswill be made available on the PRS 2005 Review web page.

19. Targeted additional Bank/Fund analysis. To the extent possible, the 2005 PRS
Review will draw on exiging andyss by Bank and Fund daffs and other partners.
However, to ensure adequate coverage of key themes and to assst in synthess of the
large volume of andytic and case study materid available, a range of background pieces
will be produced specificaly for the 2005 Review. (Annex 4, to be findized after
stocktaking exercises discussed above is competed).

20.  Proceedngs from various consultations. To the extent possble, consultations
around the subject matter of the 2005 PRS Review will be conducted in the context of
planned regiond and international events. In addition, as discussed in the section on
consultations below, severd mechanisms for consultation specific to the 2005 PRS
Review are planned, incdluding an on-line discusson space (April) and a PRS theme for
one day of a planned World Bank—Civil Society Globd Policy Forum (April 2004).
Efforts are on-going to identify gpecific regiond or thematic events and possble
soonsors  to  organize consultations around the 2005 PRS Review and to provide
gynthesized proceedings which daffs can use to hep inform ther andyss.  Annex 5,
which needs to be completed, provides: (i) a list of planned events whose proceedings are
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likdy to paticulaly germane to the Review and (ii) a lig of consultations which are
planned specific to the 2005 PRS Review. See dso paras. 22-26.

21.  Call for contributions. The views of governments, development partners, and
other dakeholders (including civil society organizations) will be solicited through the
Bank and Fund externa web dtes. A summary of the views received will be appended
to the review and feed into Saffs anayses.

22.  Conaulltations. There is a range of regiond and internationa events that are
planned (outsde of the context of the 2005 PRS Review), whose proceedings are likely
to be of high vaue to this Review. In order to minimize duplicative gatherings, to the
extent possble, conaultations on the 2005 PRS Review will “piggy-back” on existing
events. However, a sdected number of events are planned specific to the PRS 2005
Review.

23. Firg, consultations around the concept note are planned (late January, February)
to build agreement around the themes of the Review, the methodology employed, and the
expected content of the find report. These consultations will aso provide an opportunity
to better undersand the existing or planned anadyss and/or consultative activities of
vaious patners which should be reflected in the Review. It will adso provide an
opportunity for interested partners to identify additional areas of work on which they
would like to engage as part of the 2005 PRS Review process.

24.  Second, an on-line discusson forum will be st up during the month of April,
using the discusson notes to stimulate debate on issues centrd to the 2005 PRS Review.
More generdly, the views of stakeholders will be solicited through the Bank and Fund
externd web dtes through a cdl for input from various stakeholders regarding their
views of, and experience with, the PRS approach.

25. Third, a sdect number of targeted regiond or thematic consultations would be
useful.  To maximize broad-based involvement of a range of partners, Bank and Fund
daffs encourage other partners to organize consultative mechanisms, the proceedings of
which could inform the 2005 Review. To minimize the risk of excessve “meetings’”
daffs would seek to reach agreement with interested partners on specific activities during
consultations on this concept note. It will also be necessary to define clearly the scope of
such eventua consultations in the interest of managing expectations of the process.

26. Findly, in April 2005, the World Bank is organizing a World Bank—Civil
Society Globa Policy Forum. At that forum, it has been proposed that one day be used
to discuss key issues related to PRS approach. Expected participants include country
officids, divil society organizations, donors, and other external partners.

27. Output. The main output would be a paper for the Bank and Fund Executive
Boards and for condderation (for discusson or for background) by the Development
Committee a the Fal Annua Meetings. The paper would report on overal progress and
trends, improvements, if any, of the PRS approach over past practices, key objectives
moving forward and benchmarks for assessng progress, good practice; key chdlenges,
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and recommendations, where appropriate, both for the BWIs and other stakeholders.
Discussons a the Executive Boards and in the Development Committee should provide
an endorsement of key proposds for taking the PRS gpproach forward and enhancing its
contribution to achieving the MDGs. As a public document, the report would
communicate to the globa community about progress to date and ways in which
development impact of the PRS gpproach might be improved. The report is dso intended
to hep inform the views of the Bank and Fund for the UN Summit Conference on
implementing the Millennium Declaration in the fdl of 2005. It is expected that the
report would be followed up with an intensve process of knowledge management,
including dissemination of good practice and key findings.

D. Timetable

28.  The following table provides an indicative timeframe for key eements of the
work plan as outlined in the previous section. The paper would be made available to
Executive Directors prior to the Annua Mestings?

Key elements of the work plan Date

Consultations with partners on concept note Jan-Feb 2005

Finalize topics for additional Bank/Fund analysis,  End Feb 2005
finalize TOR and initiate studies

Thematic discussion/issues notes End Mar 2005
Web-based call for inputs from stakeholders Mar-May 2005
Various consultations Apr-May 2005
Cut-off date for analytic inputs End May 2005
Detailed annotated outline mid June 2005
Final report End July 2005

2 Some of the work launched in the context of the review may not be completed by the time the final report
isissued. Inthis case, the review will draw on progress reports on this ongoing work.
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Annex 1. Joint World Bank and IMF gaffsreporting on PRS I mplementation

Initialy progress reports were prepared twice a year. In March 2002, the progress report
reflected the findings of a larger Review. Since the September 2002 annua meetings
they have been prepared annually. The following ligts the various progress reports and
highlights key messages from those reports.

Progress Report on Poverty Reduction Strategy Papers (April 2000). This report
primarily discusses consultations around the PRS Initiative and actions by the Bank and
Fund to gear up to support countries in the preparation of their PRSPs. The report
emphasizes the need for countries to talor the PRSP to reflect individud country
circumstances.

Poverty Reduction Strategy Papers—Progress in Implementation (September 2000).
Drawing mainly from the country experience in preparing 1-PRSPs, this report highlights
likdy capacity condrants due to the inditutiond and technicd demands and
adminigrative costs of prepaing PRSPs, risng expectaions for coverage, and
uncertainty of development partners about their specific roles. The report dso sgnds the
need for greater country-specific andyss on a range of issues including better
understanding the linkages between expenditures and results and the determinants of pro-
poor growth. Severd tendons in the PRS approach are identified including: (i) the need
for countries to prepare their PRSP quickly in order to obtain concessond assistance and
debt relief versus country ownership secured through broad participation; and (ii) country
ownership versus the prerogative of the Bank and Fund Boards to determine if the PRSP
forms a sound basis for concessional assistance.

Poverty Reduction Strategy Papers—Progress in Implementation (April 2001). At the
time of this report, four countries had prepared PRSPs and [32] countries had prepared |-
PRSPs. This report describes steps taken by the Bank and Fund to facilitate the PRS
process, including developing guidelines for the JSAs of full PRSPs, expanding learning
programs, and improving information avalable to countries and ther deveopment
partners through the PRSP sourcebook and externa websites. The report reflects the
intention of the Fund to sreamline conditionaity under PRGF programs and notes the
Bank's cregtion of the PRSC ingrument to support implementation of PRSPs.  Findly,
the report highlights a range of outreach efforts with the UN, EU, bilaterd donors
multilatera development banks and NGOs.

Poverty Reduction Strategy Papers—Progress in Implementation (September 2001). At
the time of this report, five countries had prepared PRSPs and [36] countries had
prepared 1-PRSPs.  The report highlights that initid country timetables for developing
full PRSPs have been overly optimigic, and that countries and development partners
have underestimated the time needed to develop an inclusive participatory process and to
undertake the necessary andyticad work. The report discusses how countries could use
Poverty and Socid Impact Andysis to hdp understand the growth, poverty and
digributional impact f policy actions. It notes, however, that countries are likely to face
ggnificant methodological and andytic chalenges in conducting PSIA, tha it will be a



long term endeavor and that it is important to be redigtic about how quickly progress can
be made, that countries will need to be sdective in the reforms that are andyzed. The
report aso briefly discusses the need to drengthen public expenditure management
systems to track poverty reducing spending, Bank-Fund coordination in program design
and conditiondity, and outreach to other partners. The report notes that the PRSP
process has been accepted as the basis for country-level monitoring of progress towards
achieving medium-term development goals.

Review of the Poverty Reduction Srategy Paper (PRSP) Approach Main Findings
(March 2002). At the time of this report, ten countries had prepared PRSPs, of which
three had produced annud progress reports. The centra message from the review is that
there is broad agreement among low-income countries, civil society organizations and
their development partners that the objectives of the PRSP agpproach remain vdid. The
review found broad agreement on four key achievements of the PSRP gpproach to date:
(i) a growing sense of ownership among governments of ther PRSs, (i) a more open
didogue within governments, and with a leas some pats of civil society than hed
previoudy exiged; (iii) a more prominent place for poverty reduction in policy debates,
extending beyond socid sector interventions to focus on reducing income poverty
through higher and more broadly shared growth; and (iv) more systemdtic data collection,
andyds, and monitoring of outcomes.  The key chdlenges identified include (i)
dignment by patners, including the Bank and the Fund, to support PRS implementation;
(i) shifting beyond process, to content and implementation, and grester understanding of
the linkages between policies and poverty outcomes, and (iii) redism in setting gods and
targets, as wedl as in managing expectations, both within countries and among ther
development partners.

While there have been improvements over time in both process and content, subgtantia
scope for further enhancement remains. Based on country experience, high priorities
incdude (i) improving public expenditure management systems, (i) placing greater
emphass on, and buildings capacity for, monitoring and evduation; and (iii)
drengthening and inditutionaizing participatory process. The report emphasizes that the
PRS approach requires flexibility so that both the process and content of poverty
reduction drategies can vary across counties in light of nationd circumstances. It dso
notes that lack of capacity, and the inability to use exiding capacity effectively, reman
important condraints to preparation, monitoring and implementation of PRSPs in many
countries.  The report highlights a range of good practices for countries and development
partners, and notes actions to be taken by the Bank and Fund, on a range of topics
(participatory processes, conflict affected countries, poverty diagnostics, targets and
indicators, monitoring sysems, priority pubic actions, public expenditure management;
integration of the PRS into other decison making processes, and improving donor
dignment).

Poverty Reduction Strategy Papers—Progress in Implementation (September 2002). At
the time of this report, 18 countries had prepared PRSPs, of which five had produced
annua progress reports. [The report concludes by noting that need for more systemic
examination of progress in implementation of the results achieved, and note that future
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progress repots would feed into the next joint review of the PRSP approach scheduled for
Spring 2005.]

Poverty Reduction Strategy Papers—Progress in Implementation and Detailed Analysis
of Progress in Implementation (September 2003). At the time of this report, 32 countries
had prepared PRSPs, of which seven had produced at least one annual progress report.

The report finds that while there is evidence of improvement and progress, as recent
PRSPs build on the efforts of earlier PRSPs, and countries more advanced in the process
ae successfully adgpting and implementing ther drategies, the PRS indrument is
charged with multiple objectives, may of which result in tensons. This report concludes
that this inevitably means the PRS will reflect compromises and that attaining some ided

level of performance dong every line is impossble.  The report points to these tensons
being paticulaly manifes in the following respects (i) concerns about the breadth of
government's commitment beyond the team responsble for preparing the PRS; (ii)
countries continue to find it difficult to dtrike an gppropriate baance between ambition
and redism in sting PRS targets, (iii) wesk PEM and difficulties in linking the PRS to
the budget strain countries adminigtrative capacity; and (iv) there is an urgent need to
improve donor dignment and harmonization around naiond drategies, in order to
achieve successful PRS implementation.

Poverty Reduction Strategy Papers—Progress in Implementation (September 2004). At
the time of this report, 42 countries had prepared PRSPs, of which 23 had produced at
leest one annua progress reports.  The report notes that given the country-specific nature
of PRS process, county experience has varied with regard to both process and content.
However, in generd, it has heped: (i) countries focus more squaredly on poverty
reduction in formulating and implementing their development drategies, (i) open up the
participatory process in many countries, (iii) focus more atention on monitoring poverty-
rdlated outcomes, and (iv) draw attention to the importance of underganding and
addressng the country-specific condraints to more effective development. The key
finding was tha while countries have made good progress in addressng the more
graightforward chalenges inherent in the gpproach, the chdlenges that reman ae
technicdly complex and inditutiondly chdlenging. As implementation proceeds,
continuing atention on severd key issues is waranted, including: (i) integrating the
PRSP process with existing decison making processes, particularly the budget, and
expanding the involvement of sectord minigries and parliaments; (ii) deepening the links
to the MDGs, and identifying the financid, policy and inditutiond condrants that need
to be addressed to accelerate progress towards these gods; (iii) continuing to strengthen
the results focus of country draegies and the complementary monitoring and evauation
systems, and (iv) speeding the pace of progress in adigning donor support with country
drategies, harmonizing donor processes and procedures, and increasing aid flows.
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Annex 2. Key Existing/On-going/Planned Analysis by Bank and Fund Staff

On which 2005 Review will draw

“Jointly or with support of other partners
Key Existing Documents (in italics) from 2004

Areaof Focus Title Dept/VPU
General issues CDF Review OPCS
OED PRSReview and background studies OED
IEO PRS Review and background studies IEO
1. Medium-term orientation Pro-poor growth* PRMPR
Institutional arrangements for monitoring” PRMPR
Case studies on PSIA (about 10) PRMPR/SDV
2. Mutual accountability PRSC Review OPCS
Review of World Bank Conditionality OPCS
Review of IMF Conditionality PDR
Role of the Fund in Low-Income Countries PDR
Results Based CAS Review OPCS
Range of Harmonization and Alignment activities, OPCS/PDR
including in the OECD-DAC and the HLF-2
Review of PRGF Program Design PDR
Signaling and Donor Coordination PDR
The Fund’s Role in the PRSP Process PDR
3. Participation An operational approach for assessing country OPCS
ownership in PRSPs
Strategic Communication in PRSP: Experience and EXTCD
Chal Ienges*
A Review of Poverty Reduction Strategies : Do They PREM
Empower Stakeholders
4. Linksto budget Budget case studies/synthesis
5. PRSin conflict-affected Poverty Reduction in Conflict Affected Countries SDV/PRMPR
and fragile states (synthesis of case studies) ’
PRSin LICUScountries OPCSs
Review of the Guidelines for Emergency Post-Conflict PDR
Assistance (EPCA)
Thematic issues [Further additions are expected]
A Review of Rural Development Aspects of PRSP and ARD
PRSCs, 2000-2004
Poverty Reduction Strategy Papers. Do they Matter for UNICEF AND
Children and Young People Made Vulnerable by B
HIVIAIDS
Adolescent Health
Poverty Reduction Strategies: Their Importance for HDN
Disability
Water Supply and Sanitation in PRSPsin SSA: WP

Devel oping a Benchmarking Review and Expl oring the
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Way Forward

Strengthening the environment for an expanded
HIV/AIDS response in Africa
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Annex 3: Key Existing/On-going/Planned Analysisby Other Partners (Partial List)

On which 2005 Review will draw
Key Existing Documents (in Italics) only from 2004

[Thisisapartid list to be augmented by information provided by partners]

Areaof Focus Title Partner
General issues Politics and the PRSP Approach: Synthesis Paper ODI (3-04)
Second Generation PRSPs: Synthesis Paper ODI (9-04)
Monitoring PRS Implementation (Case Studies) Commonwealth
(on-going)

PRSP: Lessons Learnt Recommendations for the World Trocaire
Bank, IMF and Donors for the 2'® Generation of PRSPs

ECA work — second generation PRSP, stocktaking] ECA

SPA
Can Poverty be Reduced? Experience with PRSin Latin  ISS(SDA)
America; Country Reports; Thematic Reports. 2004 (12-03)
Reports. forthcoming

1. Medium-term orientation From Donorship to Ownership: Moving Towards PRSP Oxfam
Round Two (also participation and donor issues)

Research on the Current State of Monitoring Systems, IDSDFID (05)
Lucas, Evans and Pasteury

Monitoring study G1Z

2. Mutual accountability Results of the OECD-DAC Survey on Harmonisation & OECD-DAC
Alignment (case studies)
Mutual Review of Development Effectivenessin the ECA/OECD-
Context of NEPAP DAC

Paying the Price, Why Rich Countries Must Invest Now  Oxfam
inaWar on Poverty

The Other Sde of the Coin, An Alter native Per spective Trocaire
to the Role of the IMF in Low -Income Countries

PRSP Annual Progress Reports and Joint Staff ODI (09/04)
Assessments. A Review of Progress
The PRSP Process and DFID Engagement ODI (2004)

Poverty Reduction Strategy Papers: Arethe World Bank CIDSE (04/04)
and IMF Delivering on Promises

Rethinking Participation Action Aide
(04/04)

3. Participation Poverty Reduction through Democr atisation? PRSP: Peach Research
Challenges of a New Devel opment Assistance Strategy Institute
Between Grassroots and Gover nance: Civil Sodety Danish Institute
Experiences with the PRSPs. A Study of Local Civil International
Society Response to PRSPs Sudies
Parliamentsin Sub-Saharan Africa: Actorsin Poverty GI1Z
Reduction
Children and Young People Participating in PRSP Save the
Processes Children (04)
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4. Linksto budget

5. PRSinfragile states

Thematic issues

Design and I mplementation Features of Medium-Term

Expenditure Frameworks and their Linksto Poverty
Reduction

Implementation of Water Supply & Sanitation
Programmes under PRSPs

The Treatment of the Private Sector in African PRSPs
and APRs

PRSP: Their Significance for Health: Second Synthesis
Report

Poverty Reduction Strategy Papers: A Displacement
Per spective

Poor Relations? PRSP and the Response to HIV/AIDS
and Children: A Briefing Note

Education and PRSP: A Review of Experiences

Are PRSP Combating Rural Poverty in Honduras and
Nicaragua

Sharpening the Rural Focus of PRSs

ODI/DFID (on-
going)

ODI (8-04)
USAID (11/04)
WHO (04)

UNHCR
(10/04)

Tear Fund (04)

UNESCO/IIEP
(2004)

Trocaire
(08/04)

IFAD and
partners
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Annex 4. Background Pieces Initiated in the Context of this Review

Area of Focus

Title

General issues

1. Medium-term orientation

2. Mutual accountability
3. Participation
4. Linksto budget

5. PRSin conflict-affected and
fragile states

Thematic issues

Refinement of a county-level results chain, and how to measure
progress/results

Synthesis of comments received from general call

Growth analysis (Bank)

Poverty analysis (Bank)

PSIA (Bank and Fund)

Multiple scenarios (Fund)

Update study: MDG-PRSP indicators (Bank)
Monitoring systems (Bank)

Update on CAS alignment (Bank)
Facilitating dialogue on macroeconomic policies (Fund)

Pro-poor expenditures (Fund)
Public expenditures/PEM systems (Bank)

(no special work)

Trade
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Annex 5: Mechanismsfor Consultations

Key Relevance for the 2005 Review (not specific to the Review)

Date/location Event Key Issuesfor 2005 Review Participants
Jan 2005 LICUS conference PRSin fragile states
London
Jan 2005 2005 SPA Plenary Mutual accountability, donor  Govt officials, donors
Johannesburg coordination/harmonization
and alignment
Feb 6-9, 2005 Public Expenditure Links between the PRS and Guvt officials, donors
Warsaw Management Challengesin  budget
ECA/PSRP Countries
Mar 1-2, 2005 Second High Level Forum Donor assistance to the PRS
Paris on Harmonization and process
Alignment
Late Apr, 2005 Social Accountability Broadening and deepening Gt officials,
Accra Mechanismsin the PRS participation stakeholders
May Cairo UN-ECA Ministerial African Ministers
TBD) Meeting
May 2005 Workshop: PRSin Conflict PRS and Conflict PRS stakeholders (incl.
Affected Countries Management gvt, civil society),
donors
May 5-6, 2005 Practitioners Forum on Conditionality, links PRS countries, CSOs,
Capetown Budget Support between PRS and budget Aid agencies
Consultations on 2005 PRS Concept Note
Date/location Event Participants
mid-Jan SPA Plenary African government officials, donors
Jo’' burg
Distribution Consultation Concept Note Countries, donor agencies, MDGs, UN
Agencies, CSO, interested parties,
Executive Directors
February Consultation Concept Note
Various
Consultations Specific to the 2005 Review
Date/location Event Participants
Thd Regional Consultations Gvt Officials, other partners
Apr 21, 2004 World Bank—Civil Society Globa Policy CSOs, Gvt Officias, Donors
Wash, DC Forum
April 2005 Review, e-discussions CSOs, Gvt Officials, Donors, Academics
On-line
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Annex 6: Country Case Studies

Thisisapartid lis of case Sudies from mid-2003 onwards. Many additional case
studies (on other countries and by other partners) have been conducted and will be added
tothelist.

Albania PRS evauation case study (OED/IEO)
Indtitutiond arrangements for PRS monitoring (WB)

Bdlivia An operationd approach for ng country ownership (WB)
PRSP and budget links (WB)
Palitics and the PRS approach (ODI)
CDF evduation (OED)
Ingtitutiona arrangements for PRS monitoring (WB)

BurkinaFaso PRSP and budget links (WB)
CDF evduation (OED)

Cambodia PRS evaluation case study (OED/IEQ)

Ethiopia PRS evauation case study (OED/IEO)

Georgia Palitics and the PRS approach (ODI)

Ghana An operationa gpproach for assessing country ownership (WB)
CDF evduation (OED)
Monitoring Donor and IFl support behind country-owned PRS

(Commonweslth Secretariat)
Guinea PRS evaduation case study (IEO)
Guyana Ingtitutiona arrangements for PRS monitoring (WB)

Honduras Ingtitutiona arrangements for PRS monitoring (WB)

Kygyz An operationa approach for assessing country ownership (WB)
Indtitutiona arrangements for PRS monitoring (WB)

Maawi Ingtitutional arrangements for PRS monitoring (WB)

Mdi Ingtitutiona arrangements for PRS monitoring (WB)

Mauritania PRS evauation case study (OED/IEO)
Ingtitutiona arrangements for PRS monitoring (WB)

Mozambique PRS evaluation case study (OED/IEO)
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Nicaragua PRS evauation case study (OED/IEO)
Ingtitutional arrangements for PRS monitoring (WB)

Niger Ingtitutiona arrangements for PRS monitoring (WB)
Senegd An operationd approach for assessing country ownership (WB)

Tgikistan PRS evauation case study (OED/IEO)

Tanzania Monitoring Donor and IFl support behind country-owned PRS
(Commonwealth Secretariat)
PRSP and budget links (WB)
PRS evauation case study (OED/IEO)
Ingtitutiond arrangements for PRS monitoring (WB)

Uganda Palitics and the PRS approach (ODI)
CDF evauation (OED)
Poverty Reduction Support Credits, Results of a Stocktaking (WB, draft)
Ingtitutiona arrangements for PRS monitoring (WB)

Vignam PRS evaduation case study (IEO)
Politics and the PRS approach (ODI)
CDF evduation (OED)
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