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FOREWORD

Enhanced partnerships between civil society, public and private sector have been
recognized by the United Nations as a vital instrument in the attainment of growth
and sustainable human development. The United Nations in its 1996 General As-
sembly Resolution 50/225 emphasized the value of strengthening the collaboration
between the different actors in the civil society, private and public sectors to support
all phases in the development process. This has been reaffirmed and galvanized at all
international conferences and global summits which culminated in the adoption of
the Millennium Development Goals (MDGs) at the Millennium Summit in 2000.
Likewise, both the International Conference on Financing for Development and
the World Summit on Sustainable Development in 2002 stressed that partnerships
are central to pursuing the realization of these goals. More recently, a UN initia-
tive to support worldwide efforts to mobilize civil society behind the MDGs was
the central theme of the Fifty-seventh Annual Conference of Non-Governmental
Organizations (NGOs) held in August 2004. The significant participation of civil
society sectors reinforced their commitment to take action in partnership with the
United Nations to achieve the Goals and promote social progress.

Similarly, the engagement of the United Nations with the private and civil
society groups has paved the way for the adoption of the Global Compact initiative,
launched in July 2000, to build a more inclusive and equitable global marketplace.
The Compact provides a broad framework for engaging the private sector, as well
as the international labour groups and non-governmental organizations to embrace
the nine core principles with respect to human rights, labour rights and protection
of the environment.

Whereas governments have traditionally been at the forefront of economic and
social development, if not the sole and primary stakeholder in this endeavour, there
is now an increasing recognition of the pivotal role played by other stakeholders in
development. More and more governments especially in developing countries have
brought civil society and civil society organizations into the developmental arena.
This partnership between government as the policymaker and civil society as the
facilitator has assumed a new level of collegial partnership and collaboration. Civil
society, in some countries, is now a partner in government decisions and processes.
They play a role in economic and social development planning, implementation,
monitoring and evaluation.

In pursuance of the strategy of promoting partnership in development and
an ‘engaged governance’ methodology, the Division for Public Administration and
Development Management through its Socio-economic Governance and Manage-
ment Branch (SGMB) has been making consistent efforts to develop civil society/
government dialoguing to contribute to pro-poor socio-economic development in
the member countries, more specifically, for the realization of the commitments
of the Millennium Declaration. One of the main thrusts of SGMB initiatives re-



lates to pro-poor public finance and specifically focuses on institutional innovations
for participatory budgeting. In recent times, several countries have taken initiatives
to pursue participatory budgeting through the involvement of the civil society or-
ganizations for pro-poor initiatives. These participatory models practiced both in
developed as well as in developing countries vary both in context as well as in proc-
ess. SGMB took initiatives to study these models to see how these models can be
generalized to help in the development of an operational framework for wider use. It
is evident that the successful models of participatory budgeting demonstrate a clear
advantage in prioritizing resources for the poor, thus underscoring the relevance and
importance of this innovative methodology for the implementation of the MDGs.

DESA believes that effective public policies require the integration of social and
economic objectives and should be judged by their ability to deliver social and eco-
nomic benefits equitably and fairly. DESA also supports the notion that public poli-
cies remain, in the final analysis, the responsibility of the State. DESA further believes
that the budgetary process, which shapes public policy, must be democratic and open,
inclusive and participatory, transparent and accountable and responsive to the needs
of all people.

It is in this context that the Division for Public Economics and Development
Management organized an EGM on Civil Society Participation in Fiscal Policy
during 15-17, March 2004. As an outcome of the EGM a publication, Citizen
Participation and Pro-Poor Budgeting is now being published.

The four essays published here as well as the two introductory chapters that
provide guidance on the definition of civil society in general address the impor-
tant issues of citizen government dialoguing in fiscal policies and its potential to
influence budgeting to assist the poor. The essays also highlight several challenges
associated with civil society participation. Most importantly, the book cautions
that the direct citizen/government dialoguing should by no means be seen as an
alternative to the established democratic processes, nor should such a process be
seen to be by-passing the Parliament, rather it should look for options as to how
best to complement the existing framework.

Therefore, each of the authors writing in their personal capacity supports a
strengthened role for civil society in the budgetary process while recognizing the
important role that the legislature must play. These views are broadly consistent
with those of DESA and it gives me great pleasure to give them wide circulation.
It is also envisaged that this publication will lead to more public discussion of the
subject and eventually support dialogues on the process both at the national and
sub-national governments and at intergovernmental deliberations.

| — - -
.:"""':ﬂ I'_'\-..-. .
" Guido Bertucci

Director

Division for Public Administration and Development Management

Department of Economic and Social Affairs



PREFACE

This publication is an output of Ad Hoc Expert Group Meeting on Civil Par-
ticipation in Fiscal Policy, held in March 2004 in New York Headquarters. It
was organized by the Division for Public Administration and Development Man-
agement (DPADM) of the Department of Economic and Social Affairs (DESA).
Specialists were invited to present papers and to discuss the institutions, processes
and mechanisms of direct participation by citizens/citizen groups in the budget-
ary process and how this participation might contribute to the implementation of
pro-poor policies.

Ad Hoc Expert Group Meetings are organized by DESA to provide informa-
tion and substantive input to deliberations of policy-making organs and intergov-
ernmental bodies of the United Nations system on subjects of interest to these
bodies. In this case, the report of the Meeting and this publication are being re-
ported to the UN Committee of Experts on Public Administration and to the
Economic and Social Council.

The Ad Hoc Expert Group Meeting and this publication are part of the work
programme of DPADM headed by Mr. Guido Bertucci who has provided the nec-
essary guidance and support to these initiatives. Both of these activities were assigned
to the Socio-Economic Governance and Management Branch of DPADM. Mr. M.
Adil Khan, Chief of Branch, provided the conceptual framework and expertise in
the formulation of the focus and agenda of the Meeting and of the contents of this
publication. The Policy Analysis and Coordination Unit of the Branch, headed by
Mr. Jay de Vera, conceived and implemented the Meeting and this Publication. Mr.
Larry Willmore of the Branch implemented the conceptual framework, provided
substantive inputs and was instrumental in identifying the experts selected for the
Meeting, and the presentations/contributions to this publication. Both outputs are
also indebted to the substantive inputs provided by Mr. Olympios Katsiaouni, Julio
d’Arcy and Mr. Jay de Vera. DPADM also acknowledges the contribution of Ms.
Aisha Ghaus-Pasha in editing and finalizing this publication and Mr. Shabab Mu-
haddes and of Ms. Mary Christine Ong, research assistants.
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‘Engaged Governance’ and
Citizen Participation in
Pro-Poor Budgeting

M. Adil Khan'

INTRODUCTION

This paper is guided by two basic objectives. Firstly, it attempts to connect the
papers presented at the Expert Group Meeting (EGM) on Participation of Civil
Society in Fiscal Policy? to the overarching theme of citizen/government dialogu-
ing for pro-poor initiatives; and secondly, the paper also attempts to contextualise
a wider search by the Department of Economic and Social Affairs (DESA) for
partnership approaches or governance norms that are conducive to achieving the
Millennium Development Goals (MDGs), especially poverty reduction.

In general, the paper attempts to address the following:

* How does pro-poor budgeting relate to governance, and why pro-poor-
budgeting and good governance matter to the achievement of the Millen-
nium Development Goals??

* What sort of lessons the case examples of pro-poor budgeting, diverse
as they are, offer and what, if any, are the common elements inherent in
such processes?

The United Nations Programme of Public Administration, Finance and De-
velopment is “implemented within the context of and contributes to the attain-
ment of Millennium Development Goals (MDGs)” (Bertucci, 2004). A careful
analysis of the eight goals of the MDGs reveals that seven out of these eight goals
are poverty and/or social development related*. This implies that not only the

T Mr. M. Adil Khan is the Chief, Socio-economic Governance and Management Branch (SGMB),
Division for Public Administration and Development Management, UNDESA. The Expert Group
Meeting on Civil Society Participation in Fiscal Policy was conceived and implemented by the Policy
Analysis and Coordination Unit of the SGMB/ DPADM.

[N]

Held in New York , 15-16 March, 2004.

w

By phrasing the question in this manner, it is explicitly acknowledged that good governance, however
defined, is key to the achievement of the MDGs and that pro-poor budgeting can only be a logical
follow through of a pro-poor governance arrangement. Without the former, the latter will be difficult
to achieve.

4 The eight goals of MDGs: (i) Eradication of extreme poverty; (ii) achieve universal primary education;

(iii) promote gender equity and empower women; (iv) reduce child mortality; (v) improve maternal
health; (vi) combat HIV/AIDS, Malaria and other communicable diseases; (vii) ensure environmental
sustainability; and (viii) develop global partnership for development.
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analytical framework of public policies will need to be underpinned more clearly
by the agenda of poverty reduction and social development, but the processes of
decision-making that provide inputs to the formulation and implementation of
such strategies will also need to become more engaging and citizen based. By cit-
ing practical examples from Brazil, some argue that connecting people directly to
the decision-making processes of a state, helps create an additional if not a better
conduit to assess citizen’s concerns and needs vis-3-vis the government policies
and programmes (Wampler and Avritzer,2004). The theoretical underpinning
that eventuates this process is the following — firstly, governments, the producers
of public goods, unlike the market-based commodities that are traded in the mar-
ket cannot look to the market signals to judge the relevance and quality of their
products and services, since governments often have monopoly over the product
they produce and therefore, do not face competition to assess market acceptance.
Moreover, many of the public goods are targeted to the poor who often lack po-
litical space to express their objective response regarding the quality of the goods
they receive. In a situation such as this where market plays a very marginal or no
role, it is presumed that a direct link with the citizens, the consumers of public
goods, will provide them the opportunity to express their views more freely and
the government the capacity to assess, what is known in the market jargon, the
so-called “client satisfaction”. Secondly, direct citizen participation has the benefit
of building trust and accountability in government actions. Significantly, both of
these elements are vital for achieving the MDGs, especially poverty reduction®.

As is evident from the above, a pro-poor orientation to both the analytical
framework and the policy-making processes would entail, for obvious reasons, sig-
nificant governance innovations to guarantee, among others, peoples’ participa-
tion in the decision-making processes of the government, as a norm. Many regard
that a direct engagement between the citizens and the government through a proc-
ess of ‘engaged governance’ has the potential to achieve the twin objectives of good
governance, namely, “bringing people to the government and government to the
people” (Queensland Government, Australia 2002).

ON GOVERNANCE AND “ENGAGED GOVERNANCE”

What then is ‘engaged governance’ and more generally what is ‘governance’ and
‘good governance?’

In general, ‘governance’ as a concept refers to a set of rules, norms, procedures,
practices etc. that determine who exercises power, for what purpose, and how this
power is shared and eventually, who makes decisions for what and for whom and
indeed, how these decisions are made.

5 There is a large body of research that reveals the impotency of the “top down” and “trickle down” strategies
in addressing the issues of poverty reduction. At a political level, there is now mounting evidence that
suggests that in a globalised and corporotised world the electoral democracy hardly represents the interests
of the poor and as some argue, “offers us a very reduced political space.” (Roy, 2004)
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In the context of a society, a decision-making process involves three main
actors: the government, the market and the civil society. The more balanced this
equation is, the better is the quality of the governance. Usually, “good governance”
is so defined to include attributes of “responsiveness, inclusiveness, participation,
integrity, accountability and fairness.” (Graham, et al, 2003)®

Viewing it from the human rights perspective, The 2000 Millennium Decla-
ration stipulates the following as key attributes of good governance:

¢ full protection and promotion of civil, political, economic, social and cul-

tural rights for all;

e practices of democracy and respect for human rights, including minor-

ity rights;

* inclusive political processes, allowing genuine participation by all citizens

in all our countries; and

¢ freedom of the media to perform their essential role and the right of the
public to have access to information.

Hence, ‘good governance’ is “democracy plus”. This “plus” is an ever-evolving
concept that underscores among others, the elements of egalitarianism, inclusive-
ness, participation and transparency. The United Nations Committee of Experts
on Public Administration (CEPA) has been consistently working on the issues of
governance over the last several years and in more recent times, has been focusing
on the cogent relationships that exist between the concept of good governance
and the MDGs’. For example, as early as 2002, CEPA noted the critical role of
good governance in implementing the MDGs. It underscored, “in analysing the
role of good governance in the implementation of the Millennium Declaration, it
is necessary to focus on the cornerstones of the capacity to govern, which includes
institutional capacity, policy making capacity, administrative/managerial capacity,
human resources development, and technological adequacy.”®

‘Engaged Governance’ is seen by DESA as a normative tool of good govern-
ance, a new partnership-building approach that helps mainstream the agenda of
the poor to policy-making that are conducive to the achievement of the social
and economic agenda of a state including the Millennium Development Goals.
‘Engaged Governance’ is defined as an institutional arrangement that links people
more directly to the decision-making processes of a State in a manner that does
not by-pass the institutions of representational democracy but complements it. It
is expected that such a process would strengthen people’s capacity to influence
public policies and programmes more positively.

6 See “Principles for Good Governance in the 21st Century”, John Graham, Bruce Amos and Tim
Plumptre, Policy Brief 15, Institute on Governance, August, 2003.

7 “Strengthening Public Administration for the Millennium Development Goals: A Partnership Building
Approach”. E/C.16/2004/5. United Nations, New York, USA

8 “The Critical Role of Public Administration and Good Governance in Implementing the United
Nations Millennium Declaration, Committee of Experts on Public Administration”. E/C.16/2002/4.
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As an emerging governance norm, the concept of ‘engaged governance’ is yet
to be fully realized within the existing political culture of most countries. A govern-
ment-civil society engagement is fundamentally a political activity and therefore,
introduction of an engaged governance approach in a society has a strong normative
element, as a starting point. It has at its core the democratic ideals of political equali-
ty and the public good (Guthrie, 2003). This approach affords citizens equal partici-
pation in a representative democracy and provides opportunities to shape the public
interest. As an approach, ‘engaged governance’ is expected to enable the expression
and co-ordination of political, administrative and civic interests for the achievement
of policy coherence, social justice, equity and sustainable development®.

Since ‘engaged governance’ is basically about partnerships, this paper makes
an attempt to recount various partnership models that have been in place for some
time and examines how these practices addressed (or did not address or only par-
tially addressed) the issue of poverty. While discussing the pros and cons of these
models, an attempt is also made to argue a case for ‘engaged governance’ as a logi-
cal tool for a pro-poor policy process.

THE STATE AND THE PARTNERSHIPS:
A REVIEW OF DOMINANT PRACTICES

In the last two decades, especially with the advent of globalisation and liberalisa-
tion, governments in every country saw partnership, as a key governance initiative
and as an important methodology for pursuing economic development. Mostly
driven by public/private partnerships, these practices took different forms in dif-
ferent countries.

Guthrie (2003) summarises the public sector partnerships within the context
of what has come to be known as New Public Management (NPM) initiative.
According to this account, throughout the twentieth century, the public service
tradition of the politically disinterested, aloof, ‘expert’ bureaucracy (Felts and Jos,
1996) was slowly eroding in many of the developed nations as it became mired in
crises related to the growing costs of public services due to the increasing scale of
provision and alleged inefficiencies. In developing countries, these arrangements
that often were maintained as a colonial legacy degenerated into elite-based self-
serving institutions serving the interests of their own and those of the ruling clique,
in a collusive manner (Khan, 2004a). During this time, the emerging patron-cli-
ent-agent nexus perpetrated through the elite bureaucracies and non-accountable
political regimes that made the rich richer and the poor poorer, was regarded by
some as a crisis of “coalition of indifference.” (Korten, 1983)

Barring the differences in scale and extent, governments both in the devel-
oping as well as in the developed countries, were perceived to lack accountabil-

9 The Section V of the 2000 United Nations Millennium Declaration, stresses the cogent link that exists
between human rights, good governance and democracy and points out how each one of these attributes
ought to nurture the other to achieve MDGs.
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ity, leading to increasing community dissatisfaction and as a result, demands for
alternative means of delivering those services also emerged. Many in the West
saw privatisation as an option of allowing greater public choice (Ackroyd, 1995;
Esquith, 1997). The latter was exacerbated further by the forces of globalisation
and liberalisation. While privatisation did help in stimulating economic growth
and reducing government costs in many countries and indeed, more recently glo-
balisation and liberalisation also contributed to the prosperity of many nations and
within nations the communities, these initiatives equally led to, what some would
argue, a situation of “inexorable marginalisation” (Dowlah, 2004).

Many Least Developed Countries (LDCs) are falling behind and in a number
of cases, the emerging marginalisation process contributed to the disempowerment
of the poor, the disadvantaged and the ethnic minorities from the mainstream of
the societies. In these situations, the poor and the disadvantaged are being sidelined
and the political economy of the electoral governance of some of these countries
seem to leave insufficient space for the representation of the interests of these mar-
ginalised groups into the decision-making processes of the state. These emerging
challenges are prompting many to recognize the deficiencies in the functioning of
representational democracy and are looking for alternative ways, something that is
beyond the formal institutions of representations, to a public policy-making process
where citizens, especially the poor and the disadvantaged can be mainstreamed.

A CEPA report noted that the period of intense liberalization and extensive
use of market based solutions in developing countries accompanied the rise of
asymmetrical partnerships, where the public sector became a minor or a disadvan-
taged partner. These partnerships, prevalent during 1980s and 1990s with the rise
of neo-liberal values strongly propagated by the West, often did little to serve the
interests of those that lacked the effective purchasing power, namely, the poor®.

These solutions of the West (i.e., private sector ‘solutions’ to public sector
‘problems’) referred to by some as NPM, emphasised strategic planning, perform-
ance measurement, accountability, results, purchaser/provider split, contracting
out and ‘doing more with less’ (Hood, 1991). These managerial tools drawn from
the corporate sector were transferred, sometime without much thought to the
public sector. This juxtaposition seemed to have been fraught with one major flaw,
the public became connected now to the State as “consumers with the ability to
choose and complain [although] not the ability to proactively shape services” (Cor-
rigan and Joyce, 1997, p. 419). Result has been that the interests of the powerless,
the hard-core poor, the ethnic minority, the aged etc. got sidelined and the exist-
ing democratic institutions, the electoral democracy, that got hijacked by the rich
and the lobbyists offered limited or no space for the marginalised. These emerging
challenges started, for the first time, to prompt many to see the limitations of the
electoral governance and to recognize the importance of linking public administra-
tion, social equity, ethics etc. with citizen participation (Esquith, 1997).

10 See, Strengthening Public Administration for the Millennium Development Goals: A Partnership
Building Approach. UN Committee of Experts. E/C.16/2004/5
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There are now two billion people on earth who continue to remain poor and
most alarmingly, the numbers are increasing. What is equally telling is that during
the 1990s many developing countries experienced significant economic revers-
als or stagnation which has impacted negatively on the MDGs. A recent UNDP
report points out that some 54 countries are poorer now than in 1990. In 21
countries, a larger proportion of people are going hungry and in 14 countries more
children are dying before the age of five'.

Many attribute this falling performance to weak governance institutions, en-
trenched corruption and a post-colonial legacy of elitist public administration and
indeed, under-developed human capital (de Alcantara, 1998). It is, therefore, not
so surprising that when the same market-managerialist solutions of the West were
applied to the developing countries that contained serious systemic problems, the
outcome was that many of these initiatives either failed to produce any tangible re-
sults or yielded only marginal benefits and in some cases, the opposite had happened.
Further, prompted by the Bretton Woods institutions, many developing governments
withdrew or decreased government funding in social development leading to lower
health and education facilities, especially for the poor. Being powerless and voiceless
the vulnerable groups had little or no means to either express their concerns and make
their voices heard in any effective manner or to take the recourse of an institutional
means to press for their demands. It became apparent that in many developing coun-
tries cuts in health budget mainly included cuts in preventive medicine and not the
curative — the former benefits the poor whereas, the latter the rich.

In general, frustrated with the continuous failure of the state in addressing
citizen’s needs in an equal and fair manner and in recognition of the perceived chal-
lenges faced by an introverted public administration and the inadequacies in the
functioning of representative democracies, a demand for a re-examination of the
existing governance arrangements, particularly that of the policy-making processes
became imminent. Due to the problems referred to above, many looked for solu-
tions that are more citizen based and accountable, especially for those matters that
are directly linked to the poor’s rights and welfare. (Merrien, 1988) Further, the
nagging problem of poverty and growing inequality as well as threat to environmen-
tal sustainability also prompted many to demand greater legal space in governance
for the citizens. More specifically, demand was made for a direct say in the manage-
ment and distribution of public resources. Many see these emerging demands of
direct engagements or what some call ‘participatory publics’ as nothing but a quest
for an institutional option that is conducive to achieving ‘good governance’ and
rights-based development in a society (Wampler and Avritzer, 2004).

In summary, the concept of ‘engaged governance’ that underpins the notion
of direct citizen participation in the affairs of the state, grew out of the weaknesses
of representational democracy on the one hand and the incongruities of private/
public management diffusion (juxtaposing corporate culture into public sector)
on the other.

" The Human Development Report, Millennium Development Goals: A Compact to End Poverty,
UNDP, 2003. The entire report is devoted to MDGs including performance and requirements.
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While many agree that direct citizen participation in public affairs is the way
of the future, questions remain as to how to go about it. The key challenge is how
to operationalise citizen/government dialoguing in implementing the ‘engaged
governance’ practice within a democracy.

OPERATIONALISING ‘ENGAGED GOVERNANCE’

The political rhetoric around good governance tended to have described ‘democ-
ratising’ governments ‘working together’ with ‘responsible’ and ‘active’ citizens
to address complex problems, be more responsive, transparent and accountable
and find sustainable solutions (Guthrie, 2003). But the challenge has been how to
bring this to a reality.

From a review of the relevant literature, Graham, Amos and Plumptre (2003)
identify five broad sets of good governance principles, which they relate to resolv-
ing the exercise of power and the results of power. There is certain robustness
about these principles, the authors note, given their apparent universal recogni-
tion and basis (of some) in international human rights law. A summary of these
principles is as follows:

Legitimacy and voice
* Recognition of a person’s right to participate in decision-making whether
directly or through intermediaries that represent their intention,
* Consensus orientation that mediates differing interests in the group’s best
interest and on policies and procedures;

Direction
* Leaders and the public share a broad and long-term perspective on good
governance and human development, along with a sense of what is needed
for such development, and understand the historical, cultural and social
contexts for such development;

Performance
* Responsive institutions and processes that serve the needs of all stakeholders,

* Effective and efficient institutions and processes that produce results, which
meets needs while making the best use of resources;

Accountability
* Government, private sector and civil society decision-makers have some
form of accountability to the public as well as to institutional stakeholders,
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e Transparency through institutions, processes and information being di-
rectly accessible to those concerned, and enough information is provided
to understand and monitor them; and

Fairness

e Equity of opportunities for all persons to improve or maintain their

well being,

* Rule of law that is fair and enforced impartially (Graham et al, 2003).

As evident from the above, these principles are largely normative in nature,
warranting creation of normative basis for engagement, either constitutionally
(as in Thailand and the Philippines) and/or through regulatory or policy direc-
tives (as in Queensland, Australia)'?. An explicit statement of values and govern-
ing principles provides (a) public administration with a template for organising,
performing and accounting for its effectiveness and (b) citizens with an awareness
of the range of their political opportunities to shape policy decisions and moni-
tor and evaluate government performance. In an operational sense, Graham et al
(2003) suggest, these principles can be translated into criteria for determining the
practice of good governance.

In practice, governments and/or public administrators are inclined to frame
citizens’ rights to participate as a democratic procedure with instrumental value,
as a means to an end. In effect this will mean, enacting political equality for the
purpose of realising social and economic equality. Whether revisionist or pragmatic
in orientation, ‘modernising’ governments generally support the notion that public
involvement in government decision-making “contributes to good governance by
fostering. ...greater transparency, more accountability and enhanced legitimacy and
lead[s] to better quality decision with higher levels of implementation and compli-
ance.” (OECD, 2001a, p.6).

THE CHALLENGES

In reality, the dilemma for many public administrators is reconciling perceived or
expected tensions between enacting the various principles of good governance, in
particular, the principle related to participation and that of performance in practice.
There are also legal challenges. Where and how does participation fit within the
existing framework of representative democracy? What would be the role of the
Parliament and the law makers in this emerging direct engagement nexus? Does
participation really produce pro-poor results etc.? There are no easy answers to any
of these questions.

Government-civil society engagement is for many administrators an unfa-
miliar and risky process. Initiating and managing engagement processes reflects

12 The Thai draft constitution which was formulated after a two year long citizen consultation is
seen as revolutionary in the annals of citizen rights. However, the draft constitution, as of this
writing, is yet to be ratified by the Parliament.
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core values that would appear quite distinct from those associated with the mana-
gerialist emphasis of corporate governance frameworks (and that aspect of ‘good
governance’ that receives most attention in reform agendas). For example, the
NPM regime emphasises economy and parsimony with success judged in terms of
frugality while standards of failure include waste through muddle, confusion and
inefliciency (Hood, 1991). To the extent that the public administrator is steeped
in NPM values and practice, the complexity of engaging and mediating between
competing public interests, the resource-hungry nature of engagement processes
and a perception of ‘loss of control’ of the policy process may add up to an expe-
rience of confusion, inefficiency and risk to frugality. Khan (2004b) articulates
these challenges of operational aspects of ‘engaged governance’ as follows:

e What is the most acceptable framework of participation — bottom-up,
top-down, through the legislative, outside it, etc.?

* Do the civil society organizations, the NGOs etc. have either the capacity
or the technical capacity to articulate the pro-poor policy issues or what
locus standi do they have to represent the interests of the poor?

e Of various domains of development, which is the most appropriate area
of participation: community development, welfare issues, macro policies,
budgeting etc.?

* What are the transaction costs?

* What are the methodological issues?

e What are the capacity building issues — both for the government as well
as for the civil society groups?

* Does participation really contribute to pro-poor policies; if so how is this
contribution measured?

As are evident from the above list, the citizen/government engagement proc-
ess needs to address a range of challenges before it can be meaningfully put to prac-
tice. While many do acknowledge the enormity of the challenges of participation,
they also argue that citizen participation is a sine qua non for pro-poor policies; it
is not an ‘either or’ choice (Stiglitz, 2002). Another important challenge that needs
to be examined is whether participation can be applied selectively. But many argue
that participation is a matter of right and cannot be used selectively and further-
more, that selective or opportunistic application of participation encounters the
problems of legitimacy and yields limited benefits'.

The value of political equality cannot be applied and withdrawn at will al-
though it may be exercised in very different ways across cultures, political and
economic regimes and in differing policy issues. Further, values of growth, eq-
uity and inclusiveness are not by nature competing goals and rather than being
risky the citizen/government engagement may, in fact, serve as a mitigating force
and a risk management tool in resolving the competing demands. From a public

13 Critics of World Bank initiated PRSP process argue that the reason the process failed to yield
desired results is because the participation of the civil societies was not in the actual policy
making processes but was limited to need assessment.
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administration perspective, an important goal for engagement is better alignment
of public service provision with the community’s expression of its needs, values and
democratic aspirations, represented, supposedly, in their government’s priorities.
Such alignment is also the goal of good governance.

A starting point for engaged governance would be to create a legal space for
the concept to take a normative root. However, the legality of engaged governance
should by no means be seen or promoted as an alternative to the electoral democ-
racy rather the concept should be seen as a means to complement the Parliament
to contribute to pro-poor initiatives.

The second issue and perhaps the most complex one, relates to the manage-
ment of participation. In engaged governance, the issue of capacity building for
managing participation is of paramount importance for two reasons — from the
government perspective, capacity building for valuing and managing participation
and creating frameworks or entry points of engagement are of critical importance.
Secondly, from the civil society side, the skills in broad based citizen consultations
and distilling the outcomes of those consultations through collegial and produc-
tive dialoguing are a sine qua non.

Guthrie (2003) presents the following as an operational framework of ‘engaged
governance’. The proposed framework attempts to link the policy processes with
those of capacity building variables.

Figure 1
THE POLICY TASK AND OPPORTUNITIES FOR PARTICIPATION

Policy setting
(identifying issues)

Policy Evaluation Policy analysis
(evaluating policy (analyzing impacts
outcomes) \ . and options)
Capacity —7 P
Building

Policy implementation Policy decision
(delivering a program, (choosing the
project, or service) Policy instrument(s))




‘Engaged Governance’and Citizen Participation in Pro-Poor Budgeting 13

Implicit in this diagram are two guiding principles of ‘engaged governance’:
(i) roles and functions of different actors at different levels; and (ii) the methodol-
ogy of participation. The role of Parliament, however, seems to be missing in this
framework implying that this model is strictly limited to the dialoguing or engage-
ment issues that concern the citizen/executive branch of the government. To make
sure that the dominant democratic process is not by-passed and that participation
becomes a part and parcel of the existing legislative process, it is important that
the ‘engaged governance’ model seeks suitable entry points at the legislature, to
complement and strengthen that process.

International Financial Institutions (IFIs), particularly the World Bank now
stress participation as an important institutional means to produce Poverty Re-
duction Strategy Papers (PRSPs), though many regard these initiatives as oppor-
tunistic or ad hoc arrangements, devoid of normative value. Moreover, citizen
participation in PRSPs has been limited to need assessments and not to the full
policy cycle. Many therefore, do not consider such partial or ad hoc participation
as a viable or a permanent means of incorporating the agenda of the poor within
the policy deliberations of the state. Some also argue that donor mandated CSO
participation, as in PRSP, without the involvement of the Parliament fails to
produce pro-poor initiatives at the end (Willmore, 2004). From these arguments
what is yet to be fully clear is what contributes to the failure of ‘mandated partici-
pation’ — is it due to the limited participation of CSOs or is it because by-passing
the Parliament does not help?

The citizen participation in budgeting, the subject of discussion of the DESA
Expert Group Meeting offered an important opportunity to look at the issue of
participation at the macro level, from two perspectives: (i) firstly, the practical
aspects of participation on a macro issue such as budgeting; and (ii) secondly, the
operational and the institutional challenges of ‘engaged governance’.

CITIZEN PARTICIPATION IN BUDGETING: SUMMARY OF LESSONS

Citizen participation in budgeting is a very new and if not a very radical phenom-
enon. As budgeting helps concretise policies in implementable terms, citizen par-
ticipation in budgeting does offer a very important space for the ordinary people
to translate policies into actions. According to Schumpeter (quoted in Brautigam,
2004), “the budget is the skeleton of the state stripped of all misleading ideologies”
and yet budgeting exercise remains an exclusive domain of the bureaucrats and the
technocrats with little or no room for the citizens to participate and influence. If
the budget is to become pro-poor (i.e. its expenditure and revenue decisions are
more sensitive to the interests of the poor) it is important that the poor themselves
participate in its formulation, implementation and monitoring in a manner that is
equal, inclusive and collegial.

14 See “Participation in poverty reduction strategy papers”. World Bank, January 2002
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DESA sees citizen-government dialoguing in budget as a constitutive compo-
nent of its theory of ‘engaged governance’™. It is in this context that DESA’s Divi-
sion for Public Administration and Development Management took initiatives to
organize the EGM on Participation of Civil Society in Fiscal Policy. The following
papers were presented at the EGM'®:

* Dr. Bernado Kliksberg of the Inter-American Bank spoke on six unconven-

tional theories of participation as practised in Latin American countries;

¢ Prof. John Loxley of the University of Manitoba, Canada on the Canadian
experience of ‘alternative budgeting’;

¢ Dr. Warren Krafchik of the International Budget Project of the Centre on
Budget and Policy Priorities, Washington D.C. on civil society participa-
tion in budgeting;

* Prof. Deborah Brautigam of the American University, USA on the relation-
ship between the participatory budgeting and pro-poor economic policy;

* Prof. Rosario Espinol of Temple University, USA on the experience of
Latin America in citizen’s participation;

* Prof. Arthur Goldsmith of Massachusetts University, USA on the US ex-
perience in direct democracy and budgeting;

* Dr. Larry Willmore, a former DESA staff member on the challenges of

participation, especially in budgeting'”.

This publication, Citizen Participation and Pro-Poor Budgeting is the edited
version of selected papers presented at the meeting.'® The key lessons learned from
the meeting and from the attached papers appear to be the following:

 Civil society organizations, the conduit for citizen/government engage-

ment are difficult to define and that participation by the civil society
organizations without the involvement of the Parliament has the risk of
weakening democracy and may produce limited results; a pro-poor po-
litical base of a government and a bottom-up rather than a “mandated
participation” (government directed top-down, as in PRSP) has a greater
chance of producing pro-poor initiatives including budget provided the
aim is to reform and strengthen rather than bypass the elected legislature
and that the best space for participation in budget is the relevant parlia-
mentary committees (Willmore, 2004);

1> DESA conducted an Interregional Workshop on Engaged Governance: South/South Cooperation
in Colombo, Sri Lanka during 9-11 December, 2003 which highlighted several examples of

participation including civil society/government dialoguing for combating corruption.

16 As Kliksberg and Espinol papers dealt with the general issues of participation, the subject matter
of this paper, these two papers have not been included in this publication — mainly to avoid
repetition.

7 EGM on Civil Society Participation in Fiscal Policy was the last assignment of Dr. Willmore
before he retired in June, 2004.

'8 This publication includes four out of the six papers presented. Two additional papers (Khan,
Willmore) were not presented at the meeting as such, but have been included to provide an
overall framework to the papers presented by the experts.
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e With limited number of case examples, it is somewhat difficult to general-
ize either the success or the failure of ‘people budget’, but what is clear is
that quite often than not left-of- centre political parties seem to introduce a
range of pro-poor institutional reforms and policies including ‘people budg-
eting’ practice and political commitment along with ownership and cred-
ibility (resulting from broad based stakeholders participation) is essential for
a sustainable shift in pro-poor economic policy (Brautigam, 2004);

* Though new, there are several successful cases of ‘people budgeting’ that
involve civil societies more directly in the budget process and produced
beneficial impacts and the civil society organizations who are very new
in this sort of participation are themselves gaining new insights from the
process; analytical contribution of civil society groups is most evident at
the legislative stage though there is cause for optimism that their role can
also be successfully expanded to other stages like drafting, implementation,
auditing (Krafchik, 2004);

* ‘Alternative budgeting’ is becoming an established form of political activity
both in developed as well as in developing countries though its preparation
and dissemination may vary depending upon the purpose of the exercise,
the time and resources available and the audience being aimed at (Loxley,
2004); and

* Direct democracy model of the United States did not seem to have suc-
ceeded in giving “power to the people” and that responsible and pro-poor
citizen participation works best through organizations, including political
parties and through membership based organizations; giving each voter
a specific say in fiscal matters is not a substitute for collective action and
mainstreaming representative institutions is usually the most promising
avenue for arriving at pro-poor budget decisions (Goldsmith, 2004).

The Expert Group Meeting inferred generally that the ‘people budget’ concept
is implementable and can work in favour of the poor. The meeting highlighted the
factors that are key to the successes of people budgeting and these are: (i) bottom-
up approach works better than the top-down or government/donor mandated
approach; (ii) pro-poor leadership and an enabling political environment play an
important part in creating legal and political space for pro-poor initiatives includ-
ing pro-poor budgeting; and (iii) managing participation, that is, who decides who
participates where and how, is a key institutional consideration; and (iv) finally,
the whole capacity issue, managerial as well as substantive capacities in participa-
tion needs more attention.

The operational needs of participatory budgeting or for that matter ‘engaged
governance’ seem to exist at three levels: (i) normative, citizen participation has
to be given a legal basis; (ii) regulative, an operational framework of participation
with clear definition of roles and functions including the methodology of participa-
tion must be mutually agreed upon and put in place; and finally, (iii) regenerative,
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participation practice warrants several capacity building interventions involving
both the civil society as well as the government organizations'.

Notwithstanding some institutional and managerial challenges associated
with it, several successful cases of participation in general and people budgeting
in particular warrant further attention to this emerging pro-poor policy process, a
process that seems to have the potential for promoting equity and social justice.
DESA expects to continue its work on ‘engaged governance’ to learn more from
the best practices with the hope that some of these lessons will ultimately con-
tribute to the development of an operational framework that will institutionalise
participation in a more practical and effective manner.

19 See Guthrie (2003a)
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Civil Society Organizations,
Participation and Budgeting

Larry Willmore»

To reach the Millennium Development Goals of the United Nations, govern-
ments must obtain access to more resources; more important, they must employ
what funds they have wisely and with purpose. Increased spending on education,
for example, will not help achieve the goal of universal primary education if funds
are spent on secondary and higher education, or on primary schools in wealthy dis-
tricts where attendance is nearly universal. International donors and multinational
agencies alike are disappointed with budgets produced by the traditional political
process. Donors are encouraging, and increasingly mandating, direct participa-
tion by civil society organisations at various stages of the budget process, from
drafting to auditing. (See OECD, 2001; World Bank, 2000b; UNDP, n.d.) The
expectations are that participatory budgeting will lead to greater transparency, to
enhanced accountability and, above all, to pro-poor results.

This paper provides an introduction by defining terms and concepts. It ad-
dresses first the question, what is civil society? The term is used in varied ways
by different writers, which makes communication difficult and impedes clarity
of thought. Second, the chapter attempts to categorise and synthesizes the many
ways that civil society participates in the budget process.

WHAT IS CIVIL SOCIETY?*

Civil society is a very old idea that has experienced a massive global revival in the
past three decades. Nonetheless, it is not always clear what proponents of civil
society mean by the term.?? Indeed, the very fuzziness of the term accounts for
much of its universal appeal. Table 1.1 summarizes nine representative definitions,
ranging from the ancient to the modern.

When people speak of ‘civil society’” today, they are almost always referring
to social associations that exist outside of and independent from institutions of
government. The term did not always have this meaning. For ancient Romans and

20 Adil Khan provided helpful comments on earlier drafts and greatly improved the final product,
but the author alone is responsible for all views and opinions expressed.

21 This section draws on Glasius (2001).

22 This is equally true of the related term ‘social capital’, for which “no social science has managed
to impose a definition ... that captures what different researchers mean by it within a discipline,
let alone across fields” (Durlauf and Fafchamps, 2004). For a detailed and critical review, see
Ponthieux (2003).
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Greeks, civil society was an intrinsic part of the state since, for them, participation
in political institutions is what defined a people as civilized rather than barbarian.
The Scottish Enlightenment thinker Adam Ferguson in 1767 sought to rekindle
the Roman idea of civic virtue in An Essay on the History of Civil Society. Ferguson
was concerned that citizens of his day were devoting too much energy to personal
affairs and too little to affairs of state.

The German philosopher Georg Hegel (1770-1831) read Ferguson with in-
terest, but radically redefined the concept of civil society. For Hegel, civil society
consists of all social and economic interactions of men operating outside the state
and outside the family. Hegel continues to influence thinking on this topic to this
very day. The Concise Oxford Dictionary of Politics (McLean and McMillan, 2003),
for example, defines ‘civil society’ in the following Hegelian way:

The set of intermediate associations which are neither the state nor
the (extended) family; civil society therefore includes voluntary as-
sociations and firms and other corporate bodies. The term has been
used with different meanings by various writers since the eight-
eenth century, but this main current usage is derived from Hegel.

Table 1.1
DEFINITIONS OF CIVIL SOCIETY
Source Definition
Ancient Greeks and Participation in political (civic) life, by voting, holding
Romans, revived by office, etc. Motives are altruistic, so this definition
Adam Ferguson in excludes ‘uncivil’ participation for personal gain.
18th century
Georg Hegel All voluntary associations outside the state and outside

the family, including business firms. Participants are
motivated by collective well-being or personal gain.

Karl Marx Follows Hegel, but motivation of participants is
exclusively self-interest, never collective well-being.

Antonio Gramsci Associations that stand between the economic
(1930s) structure and the state. Excludes the economic sphere
itself, but includes employers’ associations and
trade unions, as well as political parties, recreational
associations and non-government cultural institutions.

Alexis de All voluntary associations and social networks that
Tocqueville (1835), make up the ‘social capital’ of society. Includes
revived by professional associations, choral societies, bridge
Robert Putnam clubs, family picnics. Excludes activity for purely
(1993, 2000) private and commercial purposes, such as

business firms, but includes family activities.
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World Bank (2000b) Defines civil society narrowly as “not-for-profit
organizations and special interest groups, either formal or
informal, working to improve the lives of their constituents.”

UNDP (n.d.) Follows Gramsci by defining civil society as “non-state
associations whose main aims are neither to generate
profits nor to seek governing power”, adding that they
operate “outside both the market and the state”.

UNU-IAS (2004) All actors—organised or unorganised—who
“promote the goals of sustainable development”.
Groups that “often represent certain business interests”
are explicitly excluded, as is ‘uncivil society’.

UNDP (2004) Voluntary associations other than political
parties, the military, business firms, trade
unions, churches, news media and intellectuals

Hegel shared Ferguson’s concern that much of the activity of citizens is
motivated by narrow self-interest rather than the public good, but he chose not to
define civil society on the basis of the motivation of those who participate in it.

Karl Marx (1818-1883), who was deeply influenced by Hegel, regarded civil
society as bourgeois society, so thought it self-evident that everyone at all times
was pursuing his or her self-interest. Marx thus reduced civil society to its eco-
nomic dimension because he found it inconceivable that any individual or group
would promote broad interests of society as a whole. As Glasius (2001, p. 2) notes,
had Marx’s view “remained the prevailing idea about what civil society is, we
would not be talking about it today.”

The Italian Marxist Antonio Gramsci, writing his Prison Notebooks in the 1930s,
went back to Hegel, but eliminated from Hegel’s broad definition of civil society
the economic sphere itself, i.e. firms and corporations organized for the purpose
of profiting from production and trade. Civil society, for Gramsci, stands between
the state and the economic structure. It consists of recreational associations such as
chess clubs, and cultural institutions such as churches, choral societies and schools,
but it also includes political parties and representatives of the economic sphere such
as chambers of commerce, producers’ associations and trade unions.

In the 1970s and 1980s, dissidents struggling against the authoritarian
regimes of Latin America and Central Europe embraced the ideas of Gramsci. His
depiction of civil society as ‘non-family, non-state and non-profit’ was strategically
useful in countries where the church could be subversive as well as supportive of
the established order. From Latin America and Central Europe, the idea of civil
society spread widely, even to wealthy countries with no recent history of dictator-
ship, and was seen as a way to breathe life into apathetic citizens.

Putnam (1993, 2000), drawing on Tocqueville (1835), includes in civil
society (labelled by him as ‘civic community’) family activities such as dinners and
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picnics in addition to all the non-state and non-profit associations of Gramsci. The
views of Putnam and other ‘neo-Toquevillians’ overlap those of Gramsci, although
they never cite the Italian writer as an authority. Neo-Toquevillians and follow-
ers of Gramsci alike have come to regard civic engagement as necessary to build
‘social capital’ to sustain democracy and good governance. The key difference is
that Gramsci, following Hegel, specifically excludes family activities, whereas the
neo-Toquevillians include them. A core belief, in words of Putnam (2000, p. 338)
is that “associations and less formal networks of civic engagement instil in their
members habits of cooperation and public-spiritedness, as well as the practical
skills necessary to partake in public life”. Not everyone agrees. Sceptics point to
examples of vibrant civil societies that were not democratic, such as fascist Italy
and Nazi Germany (Berman, 1997), and to examples of functioning democracies
whose citizens are not particularly active in civil society organisations, such as
Costa Rica (Briutigam, 2004).

If academics fail to agree on what constitutes civil society, the same is true
for practitioners in international organisations. The World Bank (2000b, p. 8) ex-
cludes for-profit firms when it defines civil society as “not-for-profit organizations
and special interest groups, either formal or informal, working to improve the
lives of their constituents.” Confusingly, the President of the World Bank in 1999
included a government institution—parliament—in civil society??, but no one has
followed up on this idea. UNDP’s Civil Society Organizations and Participatory
Programme (CSOPP), in the spirit of Gramsci, defines civil society more narrowly
by excluding a// associations, for-profit or not-for-profit, that sell goods and serv-
ices in the market. For CSOPP, civil society organisations (CSOs) are “non-state
associations whose main aims are neither to generate profits nor to seek governing
power,” and operate “outside both the market and the state” (UNDP, n.d.). Aca-
demics often follow this definition. Anheier and Carlson (2002, p. 2), for example,
view “civil society as a sphere located between state and market—a buffer zone
strong enough to keep both state and market in check, thereby preventing each
from becoming too powerful and dominating.”

The United Nations University Institute of Advanced Studies has issued “An
Agenda for Research” for its Sustainable Development Governance programme, in
which civil society has a prominent place. The Report, titled Engaging the Disenfran-
chised—Developing Countries and Civil Society in International Governance for Sus-
tainable Development, recognizes the importance of defining the term ‘civil society’:

“In turning to a discussion of civil society disenfranchisement, the
definition of who comprises civil society must be clear. Though
there are widely differing definitions of civil society, in this report,
the term here refers to “a self~organised citizenry.” This definition
includes both civil society groups—such as non—governmental
organisations, transnational advocacy networks, grassroots groups

23 “The list of participants in civil society is great, including, of course, elected parliamentary
assemblies, which are included also in the government sector” (Wolfensohn, 1999, p. 26).
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and issue coalitions—as well as actors not affiliated with a specific
organisation, such as protesters.” (UNU-IAS, 2004, p. 8).

Civil society as “self-organized citizenry” would seem to exclude citizens who
are not organized; nonetheless, with apparent contradiction, the UNU-IAS report
explicitly includes unorganized protesters as part of civil society. The definition
would seem also to include business firms, which are self-organized, albeit for
the purpose of earning profits. Yet the Report explicitly excludes not only private
business, but also associations such as chambers of commerce that represent the
interests of private business:

“Though there will be some treatment of the interaction of so—
called ‘business groups’ which often represent certain business
interests in this project, these groups are not included in this
definition of civil society. Moreover, this definition will sidestep
the normative questions of so—called ‘uncivil society’, and focus
only on those groups who [sic] mission is to promote the goals of
sustainable development.” (footnote 8, p. 24)

By this definition, civil society is always good because its members are carry-
ing out good works. But who decides whether a group or an individual is promot-
ing the goals of sustainable development? No one admits to obstructing sustain-
able development and most people —especially owners of business firms— would
argue that they promote it by providing jobs, products and services. The UNU-
IAS comes perilously close to defining as civil ‘those citizens who actively support
our political agenda’ while relegating all others to the category of uncivil. Such a
definition would be very subjective: a group that is labelled ‘civil’ by some might
be labelled ‘uncivil’ by others, solely because of differences in political philosophy.
Civility, like beauty, lies in the eye of the beholder.

The UNDP report, Democracy in Latin America: Towards a Citizens’ Democra-
¢y, refers often to ‘civil society’. (As of August 2004 the Report is available only in
Spanish, but an English translation is forthcoming.) A main concern of the Report
is that, despite significant political advances over the last 25 years, democratic re-
gimes are under threat in Latin America. An opinion poll of 18,643 citizens in 18
countries reveals that “54.7 per cent of Latin Americans would be willing to accept
an authoritarian government if this could resolve the economic situation” (p. 31).
The Report asserts that increased support for democracy requires implementation
of “strategies to strengthen civil society and its articulation with the State and
political parties” (p. 28). An entire text box (no. 32, on p. 123) is devoted to “The
Role of Civil Society”. Alas, ‘civil society’ is not defined, so it is not clear what,
precisely, the authors of the Report are referring.

The closest the UNDP report comes to providing readers with a clear defini-
tion is a suggestion (p. 67) that civil society is made up of “voluntary associations”.
This seems to be the broad definition of Hegel, which would include business firms,
but much later it becomes evident that this is not the case. A much more restricted
definition of ‘civil society’ is evident from the way the Report describes the leaders
its staff surveyed in 18 countries of Latin America. Of the 231 leaders interviewed,
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“51 per cent are politicians. There are also important numbers of
businessmen (11 per cent) and intellectuals (14 per cent). The
remaining interviews are distributed among trade union leaders
(7 per cent), journalists (6 per cent), civil society leaders (7 per
cent), clerics (2.5 per cent) and members of the military (1.5 per
cent).” (p. 155)

Implicitly then, for the authors of this Report, civil society excludes political
parties, the military, private business, trade unions, religious associations, the news
media and intellectuals. Yet, one cannot be certain that the same definition is ap-
plied consistently throughout the Report.

Given the myriad of definitions in use, it behoves every writer to explain precisely
what he or she means by ‘civil society’, or refrain from using the term. Unless other-
wise noted, we use ‘civil society’ in the Hegelian sense, meaning voluntary associations
that are not part of the state or the extended family. Each civil society organisation,
and its members, may be seeking to advance broad social interests, narrow group in-
terests, or even narrower individual interests (pecuniary or recreational).

WHAT KIND OF PARTICIPATION?

It is useful to think of budget proposals (plans for government taxation and ex-
penditure) as taking two forms: top-down (under the control of government) and
bottom-up (initiated by citizens and associations of citizens). Proposals in either
direction might go through parliament (the legislative assembly) or they might
bypass parliament entirely. This gives rise to four ‘models’ or types of participation,
as shown in table 1.2.

Table 1.2
VARIETIES OF PARTICIPATION

Participation
through
parliament

TOP-DOWN
(government-led)

Established political parties

BOTTOM-UP
(civil society-driven)

«Grassroots political parties
-South Africa People’s Budget
-Canada Alternative Budget
Special interest groups

Participation
that by-passes
parliament

« Popular referenda,
plebiscites

«Ireland’s National Economic
and Social Council (NESC)
«Brazil’s participatory
budgeting

-Poverty Reduction
Strategy Paper (PRSP)

Citizen initiatives (Switzerland
and some states of
the United States)
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The upper-left quadrant of table 1.2 (top-down, through parliament) is the
usual relationship between a democratic government and its citizens, one that is
increasingly seen as inadequate. Citizens are consulted by members of the ruling
party only at election time, when they have the opportunity to voice their concerns
and, indeed, express discontent by voting for an opposition candidate. Between
elections, there is little dialogue between government and citizens.

In many countries there exist small, grassroots political parties that might
focus on a single issue, such as the Green Party, Libertarian Party, Flat Tax Party
or Marijuana Party. There is considerable civic participation in these parties at
all times, though, admittedly, the pace does speed up during elections. Political
leaders of such parties are close to their constituents and are almost always in
opposition to government, so are classed in the quadrant of table 1.2 that lists
‘bottom-up’ approaches to reform of representative democracy.

Another bottom-up approach is for groups of concerned citizens to work specifi-
cally for budget reform. Typically these groups receive backing from other civil society
organisations, such as trade unions and religious associations. The People’s Budget in
South Africa and alternative budgets in Canada are well-known examples of this type
of civic action, and similar groups are active in countries around the world (Krafchick,
2004). Like grassroots political parties, budget groups work closely with citizens, both
to learn about their problems and to educate voters, who gain a better appreciation
of how government policies affect them. Rather than bypass parliament, these groups
attempt to transform it, and would like nothing more than for their budget proposals
to be accepted by government or by an opposition party. In at least one instance, in
Manitoba, Canada, this happened. A social-democratic party (the New Democratic
Party) adopted the alternative budget as its own and then went on to win general elec-
tions and form a government. The budget group disbanded after 11 years of working
together; it had reached its goal so there was no further need for its existence. (See the
floor discussion following the paper of Loxley in Part Two.)

Box 1.1
TWO VIEWS OF DIRECT DEMOCRACY

The fundamental paradigm that dominates our politics is the shift from
representational to direct democracy. Voters want to run the show directly and

are impatient with all forms of intermediaries between their opinions and public
policy. This basic shift stems from a profusion of information on the one hand, and a
determined distrust of institutions and politicians on the other.

—Dick Morris, 1999

Since the greatest popular support for direct democracy is located among citizens at
the periphery of politics —the less interested, the less informed, and the adherents of
extreme parties— these reforms might encourage the nativist and populist tendencies
that exist in Europe today. Aspects of the Swiss and American experiences suggest that
direct democracy can provide a tool for majority action against unpopular minorities.

—Russell J. Dalton, Wilhelm Biirklin, and Andrew Drummond, 2001
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A more radical way to deal with a poorly functioning parliament is to bypass
it altogether by moving to direct democracy. When citizens are free to place any
initiative on the ballot, provided they collect enough signatures, this can lead to
active civil society participation. Advocates of this ‘bottom-up’ approach argue
that it is “particularly effective in raising trust between citizens and government”,
thus contributing to social capital (Frey, 2003, p.2). There is evidence from the
cantons of Switzerland that direct democracy produces an increase in perceived
well-being on the part of citizens, though not on the part of non-voting foreign
residents (Frey and Stutzer, 2002). On the other hand, citizens who distrust politi-
cal parties may use initiatives as a way of bypassing weak parties rather than work-
ing to strengthen them (Wyss and Widmer, 2001). Moreover, there is no evidence
minorities or the poor are favoured by taxation and spending decisions passed by
a majority of the electorate. (See Box 1.1.) On the contrary, there is evidence that

“pro-poor participation works best through organizations, including political par-
ties and membership-based groups” (Goldsmith, 2004).

When government decides the issues that are to be put to a vote, the popular
consultation is known as a referendum. If voters are asked to express an opinion on
matters already decided by government, the consultation is known as a plebiscite.
Plebiscites and referenda rarely concern issues of the budget, but tend instead to
address more general issues such as the decision to join a free trade or currency
area, or to approve a new constitution. This top-down approach appears to be
democratic, since it gives citizens the right to cast a vote on important issues, but
in practice is often used by authoritarian leaders to circumvent, thus weaken, an
already weak legislature (Barczak, 2001).

Sometimes governments submit issues not to the entire electorate, but rather
to a select group of civil society organisations that they invite to the negotiating ta-
ble. This is known as the corporatist model of governance, which has been applied
with considerable success in Ireland (Brinkerhoff and Goldsmith, 2001, annex 1).
In 1973 the Government of Ireland created the NESC (National Social and Eco-
nomic Council), inviting a small number of employer and business organisations,
trade unions and farm organisations to join. Beginning in 1987, NESC mem-
bers discussed and reached agreements on wage levels and other macroeconomic
variables for successive periods of three years. This macroeconomic consensus was
extremely valuable, as it allowed the country to restore competitiveness, maintain
industrial peace, and promote private investment and growth. These economic
policies were successful in terms of growth, but they were not particularly pro-
poor, reflecting the conspicuous absence from the negotiating table of representa-
tives of unorganized workers, women and the unemployed. This began to change
somewhat beginning in 1996 when community and voluntary organisations were
added. A deeper criticism remains: the government is still very much in control of
NESC negotiations, which bypass and weaken parliament, thus undermining the
established democratic process.

A number of Brazil’s states and municipalities are experimenting with an
alternative top-down approach, known as participatory budgeting. Throughout
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the year, citizens have the opportunity to participate in public forums designed to

“confront Brazilian political legacies of clientelism, social exclusion, and corruption
by making the budgetary process transparent, open, and public” (Wampler, 2000,
p. 2). Those who attend these forums elect representatives to regional meetings
that in turn elect citizen-delegates to a budget council that works directly with
government. Participatory budgeting began in 1989 in Porto Alegre, the capital of
Rio Grande do Sul, and by June of 2000 had spread to nearly 100 municipalities
and five states.

The initial results of participatory budgeting, especially in Porto Alegre, were
promising and attracted widespread attention. An important result is that the pub-
lic meetings act as “citizenship schools” where community ties are strengthened
and participants learn about their rights and their duties as citizens. Excluded
citizens acquire voice—a right, for the first time, to make demands in public. In
successful cases of participatory budgeting, there is also increased social spending
in poorer neighbourhoods and improved transparency in public works projects.
(See Wampler, 2000)

Although participatory budgeting is useful as a tool to promote political in-
clusion and social justice, it is no panacea. Brian Wampler (2000), a sympathetic
observer, describes numerous limitations of programmes in Brazil:

¢ Elected members of city councils and state legislatures “have virtually no
role in the policymaking procedure” because “the transfer of authority to
citizens’ forums bypasses the legislative branch” (p. 18).

* “Participants ... do not propose and debate their own policies but focus on
the government’s pre-existing policies” (p. 16).

* Most citizens are poorly informed and lack expertise. As a result, “broad
policy decisions may be largely acts of rubberstamping as the majority of
participants follow the lead of the most experienced policy advocates or the
positions of the government” (p. 16). This might change with time, but it
is not clear whether public learning is occurring or whether “participation
is being used to legitimize the policy choices of the government” (p. 17).

* Government remains the principal actor and tends to use its power to re-
ward “friendly” participants. “This does little to empower citizens and may
just be a new form of clientelism” (p. 23).

* Participatory budgeting can be manipulated by government to advance its
« . . . .
own agenda, through “non-disclosure of key information, the lack of imple-
mentation of selected public policies, or the weakening of citizen oversight
committees”. This is more than a hypothetical concern, for “programmes in
Brazil ... have been rejected by social movements and NGOs [non-govern-
mental organizations] due to the government’s interference” (p. 24).

¢ The focus is on public works and once a particular project is completed,
people lose interest and stop participating (p. 23).
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e Participants often are interested only in short to medium term public
works, and find it difficult to fathom the complexities of long-term plan-
ning (pp. 23-24).

* Emphasis is on local issues and local budgets whereas “the principal prob-
lems their communities face are often related to unemployment, violence,
or the lack of educational opportunities.” Solutions to these global prob-
lems lie “far beyond the scope of participatory budgeting” (p. 24).

Even when participatory budgeting is successful, we cannot be certain wheth-

er this is due to the programme itself or to the ideology of the government in
power. In the words of Wampler (2000, p. 27):

“Itis not clear whether the increase in social spending stems from

the PB [participatory budgeting] program or whether the in-
crease results from the political ideology of the progressive gov-
ernment. While it is impossible to neatly separate the political
agenda of the progressive government from the workings of the
PB, it is vital to note that PB programs tend to co-exist with
significant changes in the social spending”.

But surely it is possible to separate in some rough fashion the effects of partici-
patory budgeting from the effects of ideology. A social science experiment is going
on in Brazil at this very moment, for more than 100 municipalities and states that
have implemented some type of participatory budgeting, and not all of these gov-
ernments are controlled by parties with a ‘progressive’ political ideology.

Wampler and Avritzer (2004) focus on this ideological diversity by analysing
participatory budgeting in three Brazilian municipalities: Porto Alegre (1.2 mil-
lion residents), Belo Horizonte (2 million residents) and Recife (1.8 million resi-
dents). Participatory budgeting was very successful in Porto Alegre and Belo Hori-
zonte, but “less-than successful” in Recife. It so happens that left-wing political
parties control the governments of Porto Alegre and Belo Horizonte: the Workers’
Party (PT) in the case of Porto Alegre, and “a leftist-progressive coalition that
includes the Brazilian Socialist Party (PSB) and the Workers’ Party” in the case of
Belo Horizonte. Recife, in contrast, has been governed by “the Party of the Brazil-
ian Democratic Movement (PMDB), a centrist-catch-all party, and the Liberal
Front Party (PFL), a traditional, clientelistic party”. The researchers conclude that

“clientilism continues to be associated with Recife’s PB as public officials circum-
vent the new institutional format in order to secure specific resources for their
constituents”. We cannot be sure without information on programmes in other
states and municipalities, but the evidence so far supports the conjecture of Briu-
tigam (2004) that participatory budgeting requires “direction and commitment
from a left-of-center political party in order to make it genuinely pro-poor.”

In September of 1999 the World Bank and the IMF endorsed participatory
budgeting as part of a new Comprehensive Development Framework, and man-
dated civil society organisation (CSO) participation in Poverty Reduction Strategy
Papers (PRSPs). The PRSP is the operational expression of the Comprehensive
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Development Framework in low-income countries. To apply for concessional
assistance or HIPC (“highly indebted poor countries”) debt relief, an eligible
country must draft a PRSP with the participation of civil society. This require-
ment applies, then, to about 70 low-income countries. For a country to receive
concessional assistance or debt relief, the World Bank and the IMF must endorse
its PRSP.

Box 1.2
MANDATING CSO PARTICIPATION: EXPECTATIONS

[Sltrong civil society organizations can promote the political empowerment of
poor people, pressuring the state to better serve their interests and increasing the
effectiveness of antipoverty programs.

—World Bank, 2000a-

The World Bank’s partnership with civil society is built upon the recognition that civil
society organizations often have closer contact with the poor and can offer valuable
insights and perspectives that differ from other stakeholders. CSOs may be better able
than government or official actors to help the poor .... The World Bank is committed
to helping civil society and governments ... effectively engage each other ... [and] has
increased its own capacity to engage civil society ....

—World Bank, 2000b.

By mandating CSO participation in PRSPs, the World Bank was following
the advice of scholars such as Putnam (1993, 2000) who argue that civil society
builds social capital and fosters democracy by giving citizens an opportunity to
abandon narrow (private) self-interests and work for the common (public) good,
the common good in this instance being the goal of reduced poverty. In addition,
there existed a strong belief, or at least a hope, that CSOs could empower the poor.
(See box 1.2.)

The PRSP process has disappointed those who predicted large gains for the
poor and inarticulate. Two researchers from the University of Antwerp, Nadia
Molenaers and Robrecht Renard (2003), describe in some detail the disappointing
results for Bolivia. They point out that “the recent boom in associations in Third
World countries is not unrelated to the international funding opportunities the
donor community has made available. A lot of civil society organisations (espe-
cially NGOs) are donor-bred and fed, hence the strength of organised civil society
may be to that extent artificial and not embedded/rooted in the society in question”
(p. 152). In any case, “the participation process was all along a government-led
process” (p. 143) that excluded “the poor, civil society organisations out of favour
with government, trade unions, indigenous communities, women’s groups, and
also extremely important institutions for democracy — like Parliament” (p. 151).
Bolivia, it is important to bear in mind, is held in high regard as a PRSP success
story. The outcome of the PRSP consultations in other countries has generally
been worse. (See box 1.3.)
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Box 1.3
MANDATING CSO PARTICIPATION: PITFALLS

Experience with participatory processes suggests that the poor and the marginalized,
even when invited to express their views, have no institutional outlet through which
to follow up. In these circumstances, elected institutions have a key role to play in
providing the vehicle through which their views are represented. Ad-hoc consultations
can often be seen as little more than a justification for governments to validate their
pre-set priorities. .... [W]ithout a clear and transparent link to elected institutions,
[they] should not be encouraged.

—World Bank, 2001

In participative processes, the absence of vulnerable groups, the excluded and the
poor is, in fact, not surprising. ... [Ploor people tend to be poorly organised, remain
relatively voiceless ... and are quite reluctant to influence processes of policy-making
affecting broader social groupings. .... [Elven when the poor participate, participation
might actually confirm the clientelist structures in circumstances where the poor are
highly dependent upon non-poor groups.

—Nadia Molenaers and Robrecht Renard, 2003.

In September of 2001 the Secretariat of the Comprehensive Development
Framework (CDF) reviewed the experience of 46 countries, many of which, though
not all, were low-income, so involved in the PRSP process. The report claims that

“sustained progress has been made”, but concedes that “implementation of the
[CDF] principles has been difficult and uneven among these countries, not least
because most of them are among the poorest countries of the world” (World Bank,
2001, p. 2). The CDF Secretariat laments that parliaments are absent from the
political debate and recognize that the participatory process did not empower the
poor. It recommends that in future civic participation be linked to elected legisla-
tive bodies, or not be encouraged at all. (See box 1.3, and World Bank, 2001, p.
4.) Two years later, the CDF Secretariat was still complaining that “consultations
have tended to involve civil society—either citizens or their organizations—more
than parliamentarians or the private sector” (World Bank, 2003, p.15).24

In March of 2002 the staff of the World Bank and IMF (2002) reviewed in
considerable detail the experiences of the ten countries that had completed and
submitted their PRSPs by January of that year.?> The authors were concerned that
participation is not representative: “In some countries, not all sectoral ministries
have been fully involved. More generally, engagement of direct representatives
of the poor themselves has not been common. Such groups include parliaments;
CSOs that are out of favor with the government; stakeholders outside of capitals,
local government officials and private sector representatives; trade unions; and
women’s groups” (p. 22). The Review stresses in particular the limited role of

24 Note the implicit exclusion of parliament and the private sector from civil society.

25 The countries are Albania, Bolivia, Burkina Faso, Honduras, Mauritania, Mozambique,
Nicaragua, Niger, Tanzania, and Uganda. By January of 2003 eleven more countries had
submitted PRSPs.
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parliaments in the PRSP process, and points out that this “has been an expressed
concern of other recent World Bank reports, such as those on the CDF, and of a
number of development partners—including the Utstein group of bilateral donors
(UK, Netherlands, Germany, and Norway) and the EC—as well as of individual
members of parliament themselves ...” (p. 23).

CONCLUSION

Four years ago there was near consensus in the development community that it is
possible for civil society to move budgets to a pro-poor position. In this spirit the
World Bank, in its flagship World Development Report 2000, wrote:

“[S]trong civil society organizations can promote the political
empowerment of poor people, pressuring the state to better
serve their interests and increasing the effectiveness of antipover-
ty programs. Case studies in the Indian state of Kerala and else-
where show that a highly engaged civil society contributes to
better outcomes in health and education. What is needed is an
enabling institutional environment for civil society to develop

and thicken”. (World Bank, 2000a, p. 114)

Disillusionment set in quickly, at the World Bank and elsewhere. The tone of
the World Development Report 2004 is much less optimistic:

“Terms such as civil society and community are sometimes used too
casually. People differ in beliefs, hopes, values, identities, and ca-
pabilities. Civil society is often not civil at all; many “communi-
ties” have little in common. Individuals and households may dis-
agree about collective objectives and work to promote their own
views, both individually and through associations, sometimes at
the direct expense of others”. (World Bank, 2004, p. 49)

Karl Marx was right. Members of society tend to pursue their own self-inter-
est or, at best, the interests of their extended family or social class. The govern-
ments of Kerala (India) and Porto Alegre (Brazil) practice pro-poor budgeting not
so much because their respective civil societies are “highly engaged”, but rather
because the parties in power have a pro-poor ideology.

Budgets implemented by governments whose electoral base is the poor will
tend to be pro-poor, with or without participation of civil society organisations.
What about budgets of governments with a different electoral base? Is it possible
for participation of civil society to shift them toward pro-poor taxation and ex-
penditure? The answer appears to be a cautious yes, provided participation is bot-
tom-up rather than top-down and provided the aim is to reform rather than by-
pass an elected legislature. At this very moment, budget groups around the world
are attempting to influence existing political parties and, even more importantly,
to educate the poor so that they understand the implications of existing budgets,
and become aware of alternative budgets so that they can cast their votes wisely in
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their own best interest (Loxley, 2004; Krafchik, 2004). A complementary way to
accomplish the same goal is to ask parliamentary committees to hold hearings on
the budget and, in the case of low-income countries, on the Poverty Reduction
Strategy Papers (PRSPs). Opposition politicians would have a chance to express
their views, as would a broad range of civil society organisations, including those
who are working on behalf of the poor. Press coverage of these hearings would
also help to educate the electorate so that the poor, where allowed to, are able to
exercise their strongest weapon—the secret vote.
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Experiences of

Pro-Poor Budgeting

The People’s Budget:
Politics, Power,

Popular Participation and
Pro-Poor Economic Policy

Deborah A. Brdutigam?®

“The budget is the skeleton of the state s
tripped of all misleading ideologies”
—Joseph Schumpter, citing Goldscheid.27

INTRODUCTION

Participation is a central element of democracy, and increasingly, citizen participa-
tion in economic policy is advocated as a way to make government spending more
“pro-poor”. People’s budgets, alternative budgets, women’s budgets, and participatory
budgeting have raised hopes and expectations that greater participation by ordinary
citizens, NGOs, and other civil society organizations in spending and revenue genera-
tion can lead to better outcomes for the poor. Cases of participatory budgeting on the
municipal level, as in Porto Alegre in Brazil, support this hope. But does participatory
budgeting offer hope for a substantial positive impact on fiscal policy at the national
level in developing countries? This paper can’t answer that question definitively, but it
does review some selective examples of participation in economic policy-making and
budgeting (in Brazil, Chile, Costa Rica, Mauritius, and Ireland) in order to shed some
light on this question. Many reviews of the new participation have asked “who par-
ticipates?” But this review suggests that insufficient attention has been paid to several
other aspects of participation. What happens when NGO participation substitutes
for the participation of parliament? Does effective pro-poor policy making require
complementary institutions, such as pro-poor political parties, a strong and independ-
ent auditor general, and a free media? Does a sustainable pro-poor economic strategy
require the inclusion of the business sector as a partner in participation — and in
providing the revenues necessary for the pro-poor spending?

26 Colleen Zanerand Preston Winter provided excellent research assistance. Thanks to David Hirschmann,
John Loxley, and participants at the UN Expert Group Meeting for helpful comments.

27 1 borrowed this wonderful quotation from an unpublished paper by Mick Moore (2003).
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THE NEW EMPHASIS ON
CITIZEN PARTICIPATION IN ECONOMIC POLICY

Over the past fifteen years, the idea that development requires “good governance”
has gained considerable momentum. Good governance is variously described as
governance that is accountable, transparent, follows the rule of law, and allows
for participation, or citizen voice. The rising emphasis on participation as a core
component of good governance has many sources, among them the “Third Wave”
of democratization, and a parallel increase in the power and influence of local and
global civil society organizations. And, it has led to changes in development prac-
tice, from the level of macroeconomic policy, to the level of municipal budgeting.
At the same time, it raises a number of issues: Who participates? When and how?
What is required in order for participation to make economic policy more “pro-
poor”? And, what unintended consequences might this move have?

Participation, Transparency, and Economic Policy

A decade ago, the reigning assumption among academics and many development
policy advisers was that macroeconomic policy-making, and indeed, many areas
of revenue and expenditure management, needed to be somewhat exclusionary
in order to allow technical considerations, and not “politics” to dominate. Stud-
ies of development performance in East Asia pointed out that both growth and
social improvements for the poor in the region were put in place during an earlier
period of exclusionary policy-making, where business was consulted in “delibera-
tion councils” but labor was largely controlled, and opposition parties absent or
impotent. A World Bank study edited by Stephan Haggard and Steven Webb
found that “in every successful reform effort, politicians delegated decision making
authority to units within the government who were insulated from routine bu-
reaucratic processes, from legislative and interest group pressures, and even from
executive pressures.”?® It was thus assumed by many that (even in democracies),
difficult policy reforms needed to be undertaken by decree, through insulated
technocracies, or in secret negotiations with international banks.?

Concern with making macroeconomic policy processes more open, transpar-
ent, and participatory rose as a reaction to this exclusion. Many believed that this
non-transparent, closed style of policy making could threaten the consolidation of
the new democracies of the developing world. Former Brazilian finance minister
Luiz Carlos Bresser Pereira and his co-authors warned: “if democracy is not to be
undermined as a consequence of economic reforms, the representative organisa-
tions and institutions must participate actively in the formulation and implemen-
tation of the reform program, even if this participation weakens the logic of the

28 Haggard and Webb (1994: 13).

29 This paragraph and the next draw on my article, Deborah Briutigam, “Foreign Aid and the
Politics of Participation in Economic Policy Reform,” Public Administration and Development
v. 20 (October 2002): 253-264.
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economic program or increases its cost.”>® Furthermore, a more inclusionary ap-
proach involving, at a minimum, consultation with affected groups was thought to
affect the sustainability of policies and improve the prospects for their design and
implementation. Jeffry Frieden’s 1991 analysis of the economic reform in Latin
America pointed out that when “important interest groups were left out of nego-

tiations, they disrupted the implementation of whatever decisions were made.”"

Researchers at the World Bank found that greater participation by affected
social groups in policy formation and implementation was likely to boost two el-
ements found to be associated with successful management of economic policy:
ownership and credibility. “Borrower ownership” of economic policy was strongly
associated with the success of structural adjustment programs, and that the most
significant factor influencing the degree of borrower ownership was the nature of
public-sector/private-sector relations and the political influence of interest groups.?

Participation and Poverty Reduction Strategy Papers

The move toward participation now marks even the World Bank and the Interna-
tional Monetary Fund’s approaches to economic strategy, at least on the surface.
For the poorest countries, the centerpiece of this new approach is the Poverty Re-
duction Strategy Paper (PRSP) process. These policy strategy papers are required
for Highly Indebted Poor Countries (HIPC) to gain access to substantial reduc-
tions on debt owed to the international financial institutions (the World Bank and
the IMF). Guidelines for these papers stress that they should focus on assessments
of current poverty problems, and recommendations for strategic improvements,
including those in macroeconomic policy. The studies are supposed to be “locally
generated” and “owned” by the country: carried out by a partnership of govern-
ment working together with civil society organizations.

The experience of the PRSPs is recent, and it hasn’t been possible in most cas-
es to measure the actual impact of greater participation on the design and imple-
mentation of actual (as opposed to proposed) economic policies, and their impact
on poverty reduction. Some aspects of the PRSP process have raised questions. For
example, although civil society (both local and international) has gained entry into
the PRSP processes, the PRSPs have not emphasized the inclusion of representa-
tive institutions in the process. A 2002 review by the World Bank and the IMF of
the PRSPs noted that “the role of Parliaments in the preparation, approval, and
monitoring of country strategies has generally been limited and is a concern that

has been expressed by a number of development partners.”3

30 Bresser Pereira, et al (1993: 10).
31 Frieden (1991: 252).

32 Johnson and Wasty (1993).

33 World Bank and IMF (2002: 9).
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BRIEF CASE STUDIES

Participation in economic policy making raises a number of issues, and faces a
number of challenges. The challenges are illustrated by the following quotation
from Kenya, where civil society organizations were attempting to influence the
budget process, something that “was shrouded in mystery,” as Achim Chiaji, from
the Kenya Christian Partners Development Agency explains:

Technocrats at the Treasury monopolised the entire process of formulation
and implementation of Kenya’s Budget with disastrous consequences. The budget
is not sufficiently debated before presentation and non-state participation results
in too many donor-generated proposals. There has been considerable concern
following revelations that the donor organisations led by the IMF are playing a
major role in determining the 2001/2002 Budget proposals. Another weakness is
that budget debate is neither integrated nor systematic hence it is often inexhaus-
tive. Parliamentarians see the proposals for the first time when the Minister for
Finance presents it for debate in parliament. The period allowed for debate is also
too short considering the fact that the report is usually broad and over 400 pages.
Furthermore, the budget is crafted in a technical language that makes it difficult
for ordinary wananchi to interpret its real implications.34

How have other countries dealt with these challenges? The following case
studies illustrate several examples of participation in economic policy making.
They range from the national level (for example, the Irish National Economic and
Social Forum), to the municipal level (Porto Alegre’s participatory budgeting).
These examples confirm that participation is something of growing interest, that it
is taking new and often innovative forms, and that it sometimes, but not always,
leads to shifts toward more pro-poor policies.

Ireland National Economic and Social Forum3®

In Ireland, economic difficulties in the early 1970s led to the formation of a
corporatist National Economic and Social Council (NESC) along the lines of
models current in the UK, and also in France. The members of the Council were
originally drawn from the traditional tripartite social partners: the government,
the trade unions, and producer organizations. Although the NESC did not play
much of a prominent role in its first decade-plus of existence, in the context of eco-
nomic recession in the mid-1980s, it began to institutionalize a process of lengthy
consultations among the partners, in order to put together an agreement on eco-
nomic strategy that embedded mutual compromises and the trade-offs painstak-
ingly worked out over a process that lasts more than a year. The partners negotiate
changes in tax policy, as well as expenditures.

The overall goal is not explicitly “pro-poor” and indeed, the outcomes of this
process have been lauded more for their impact on growth and macroeconomic

34 Chiaji (2001).
35 World Bank (n.d.).
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stability, than for their success in addressing problems of social exclusion. In 1996,
the list of civil society partners was expanded to include eight community and
voluntary organizations, and since then, it is said, the focus of the agreements has
shifted to include a greater emphasis on battling exclusion and poverty.>

Two other aspects of the Irish experience are likely to be important. First,
as one analysis noted, participation in this process is shaped by the “shadow of
the future’ — the fact that the parties know they will meet again — has gener-
ated an environment of patience and trust, which, as has been argued by Robert
Putnam and others, ‘nurtures reciprocity, facilitates communication, improves
flow of trustworthy information and increases cost of defection’.”®” Second, as
suggested above, there is as yet little evidence that a pro-poor agenda has resulted
from this participation. As a study of the Irish experience points out, progress on
social issues is not impressive. The Gender Development Index in Ireland, for
example, remains the lowest of the EU countries.®® A final point: in Ireland, some
have critiqued the NESC process as “extra-constitutional” influence, weakening a
democratically-elected government. Others counter that all of the “four major par-
ties in parliament have participated in government and operated the agreements
with undeterred enthusiasm.”®°

Participatory Budgeting and Activism in Porto Alegre

More recently, a number of interesting experiments on the municipal level seem to
suggest that participation by poor citizens in budgetary decision-making can lead
to sharp increases in the reach and coverage of essential services, particularly to
the poor. The most well-known case of participatory budgeting is probably that of
Brazil’s southern city of Porto Alegre. In 1989, the Brazilian Workers Party (PT)
won municipal elections in Porto Alegre, and proceeded to implement an experi-
ment of decentralized decision-making in the city. Brazilian cities are governed by
mayors, and include a legislative branch (the Chamber of Deputies). Cities have
a fair degree of local control over revenues, whether federal transfers or local taxes
and fees.

In Porto Alegre, the participatory budgeting process began with the PT or-
ganizing two rounds of assemblies, “to gather demands of individual citizens and

36 Today, “[t]here are 19 social partners in total, who were selected by the government to broadly represent
the four ‘pillars’ of Irish society as follows. Employer and Business Organizations: Irish Business and
Employers Confederation, Small Firm’s Association, Chambers of Commerce of Ireland, Construction
Industry Federation, Irish Exporter’s Association, Irish Tourist Industry Confederation; 7rade Unions:
Irish Congress of Trade Unions; Farm Organizations: Irish Farmer’s Association, Irish Creamery
Milk Suppliers Association, Irish Cooperative Organization Society, Macra na Fierme; Community
and Voluntary Organizations: Irish National Organization of the Unemployed, Congress Centers for
the Unemployed, The Community Platform 1, Conference of Religious Ireland, National Women’s
Council of Ireland, National Youth Council of Ireland, Society of Saint Vincent de Paul, Protestant
Aid.” World Bank (n.d.).

37 World Bank (n.d.).
38 Ibid.
39 World Bank (n.d.).
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mobilize the community to select regional delegates.”*® These delegates eventually
hash out — in debates with the mayor’s technical offices — decisions over invest-
ment spending for the municipality, and these are embedded in the budget that
the mayor’s office presents to the Chamber. The outcome in Porto Alegre has been
impressive. As the World Bank reported, “Between 1989 and 1996, the number of
households with access to water services rose from 80% to 98%; percentage of the
population served by the municipal sewage system rose from 46% to 85%; number
of children enrolled in public schools doubled; in the poorer neighborhoods, 30
kilometers of roads were paved annually since 1989; and because of transparency

affecting motivation to pay taxes, revenue increased by nearly 50%.”4

Participatory budgeting (PB) has since spread to some 140 of the smaller of
the 5500 Brazilian municipalities, and recently the PT, which won the governor-
ship of the State of Rio Grande do Sul (where Porto Alegre is the capitol), insti-
tuted participatory budgeting at the state level. Although other efforts to try PB
in larger cities, or at the state level have failed (in Brasilia, Sio Paolo, or Vitéria,
for example) the Rio Grande do Sul seems to be working successfully in much the
same way that the system works in Porto Alegre.*? Still, participatory budgeting
has limits. It seems to require a partnership between the executive branch, and
an activist civil society. It doesn’t seem to reach the “poorest of the poor”, whose
priorities are more likely to be survival issues such as income generation and jobs,
than sewage systems and services, and the amount of the budget that is typically
available for discussion — after fixed expenses such as salaries, debt payments, and
maintenance on earlier investments — may only be five percent of the total.** And
some have argued that by preempting one of the legislature’s key functions, and
also eliminating the incentive for civil society groups to interact with the legisla-
tive branch, PB fails to build the institutions of representative democracy at a time
when they are fairly new and fragile.

Costa Rica: Pro-poor Spending, Low Participation?

Like Mauritius below, Costa Rica has justly earned credit for its pursuit of social
inclusion and its welfare state (see Table 2.1). In the UNDP’s new Human Pov-
erty Index (an index that includes only developing countries), Costa Rica ranks
fourth from the top (Mauritius is ranked 17th).** A social democracy since 1948,
Costa Rica (also like Mauritius) has abolished its army, and spending on security is

40 Waglé and Shah (2003).

a1 Waglé and Shah (2003). Souza (n.d.) points out that this revenue figure may not reflect the impact of
the constitutional changes that gave cities like Porto Alegre increased revenues. These changes were
phased in gradually.

42 See Schneider and Goldfrank (2002).
43 Souza (n.d.) and GTZ (n.d.).

44 The Human Poverty Index is a composite measure of the “probability at birth of not surviving to
age 40, the adult illiteracy rate, the population without sustainable access to an improved water
source, and children under weight for age.” United Nations Development Program, Human
Development Indicators 2003. heep://www.undp.org. [accessed January 29, 2004].
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consequently relatively low. And yet it appears that Costa Rica does not rank well
on indicators of budgetary participation and budget transparency.

In 2003, the Center on Budget and Policy Priorities, a Washington DC-based
think tank, conducted a study of ten Latin American countries, seeking to discover
their degree of budgetary transparency and citizen participation in the budget. The
Center asked panels of country experts to give their opinion on a number of differ-
ent aspects of transparency and participation; these were aggregated into rankings.
The published report, Latin American Index of Budget Transparency 2003, does not
give high ratings to Costa Rica (indeed, none of the countries come out especially
high). And yet two of these countries (Chile, and Costa Rica) rank 3rd, and 4th
from the top in the UNDP’s human poverty index. Figure 2.1 above shows the
relationship between the human poverty index rank and budget participation. Al-
though Costa Rica is a bit of an outlier, there does seem to be a positive association
between citizen participation in the budget (measured by the rising line) and hu-
man poverty index rank (measured by the bars; lower is better).*

Figure 2.1
CITIZEN PARTICIPATION IN THE BUDGET AND HUMAN POVERTY INDEX
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A better measure, which we do not have, would be whether or not spending
became more pro-poor when participation increased. Nonetheless, the results of
the budget transparency study are interesting. Citizen participation in the budget,
said by the project to be “indispensable not only to strengthen democracy in a

45 Per capita incomes in Chile, Costa Rica, Colombia, Mexico, and Brazil are decidedly higher also,
and it could be that this is a more significant factor.
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country, but as an effective way to assure that the most pressing needs of the popu-

” 46 was low in Costa Rica, with

lation are reflected in the governmental budget,
only 8 percent of those interviewed affirming that there was citizen participation
at the time of the study. This low score indicates that there were few if any mecha-
nisms for citizens to give input as the budget was being formulated or approved,
little in the way of a reporting mechanism, and little transparency on changes in
the budget after it has been approved, or the actual impact of spending decisions.
On the other hand, Costa Rica scored well (although it was not the highest) in
perceptions of the ability of the legislative branch to participate in analyzing, de-
bating, and modifying the budget proposal of the executive branch. It also scored
well (and highest of the ten countries) in the degree to which the executive branch
reports to the legislature on the changes it makes in the budget as it is executed.

Costa Rica also scores highest among the ten countries in the “degree of trust-
worthiness around the auditing of public spending.”* The report notes that the
Ofhice of General Comptroller of the Republic has been in place for more than 50
years, and is responsible for supervising public funds. Attached to the Legislative
Assembly, it is fully independent and has a high degree of public trust.*® Although
the report on Costa Rica recommended that there be more opportunities for civil
society groups to participate in the budget cycle (health sector unions and other
organized groups were specifically mentioned), it did not consider the possibil-
ity that Costa Rica has evolved a system that works to reduce poverty, as well as
maintain fiscal stability. Nicaragua ranks more highly than Costa Rica on citizen
participation in the budget. So does Brazil. Yet neither has apparently been as ef-
fective as Costa Rica over time, in putting together pro-poor budgets.*

The Case of Mauritiuss°

Mauritius is a small island nation of some 1.2 million people, located off the coast
of Southern Africa, in the Indian Ocean. The country has impressive social devel-
opment indicators, particularly when seen in comparison with other African coun-
tries (Table 2.1). It has been a parliamentary democracy since independence in
1968, and is also frequently lauded for its economic competitiveness and growth
performance. We thus have (with Costa Rica, above) an example of a country that,
in its region, seems to do well at constructing budgets that have relatively pro-poor
results. To what extent is this due to innovative mechanisms of participation in
economic policy-making?

46 Per capita incomes in Chile, Costa Rica, Colombia, Mexico, and Brazil are decidedly higher also,
and it could be that this is a more significant factor.

47 Lavielle, et al, p. 22. This refers, actually, to “public spending destined to government-owned or
semi-official enterprises, decentralized entities, defense, and the contracting of foreign debt.”

48 Lavielle, Pérez, and Hofbauer (2003: 23).

4% T say this based on the human poverty index, which of course does not take into account factors
such as the long war in Nicaragua.

50 This section on Mauritius draws, in part, on my article Briutigam (2002).
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Table 2.1
PRO-POOR GOVERNMENT SPENDING
IN COMPARATIVE PERSPECTIVE

(Most Recent Year)
Mauritius Sub-South Costa Latin America
Africa Rica and Caribbean
llliteracy Rate,
Adult Female L = 4 n
ST
Improved Sanitation, % 99 53 93 77

of Population access
Improved Water Source,
Rural & of population 100 46 92 65

with access

Under-5 Mortality Rate

(per 1000 live births) 19 164 n 34
Life expectancy at birth 73 46 78 71
Human Development 779 468 832 777

Index (value)

Source: World Bank, World Development Indicators Washington, DC, the World Bank (2003).

Mauritius does, in fact, practice a form of participatory budgeting, but it
leans more toward the Irish corporatist than the Brazilian activist model. In the
late 1970s, the country lurched through a series of economic crises that only ended
when the government managed to devalue the rupee (twice), cut spending, and
attract investment into the export processing zone. As part of the political han-
dling of the crisis, the government began to consult more openly with the main
“social partners” on economic and social policy, and, in particular, on the budget,
which in Mauritius, as in many countries, encapsulates the major policy intentions
for the coming fiscal year. This process was initiated with the election in 1982
of a progressive political party, the Mouvement Militant Mauricien, led by Paul
Bérenger, who is now the Prime Minister of Mauritius.>’ Bérenger’s first budget
as Finance Minister vowed explicitly to break away “from the secretive practices
of the past.”>? The government was in the midst of very contentious negotiations
with the World Bank and the IMF, and the MMM decided that transparency
and openness would benefit their efforts to build support for reform — or at least

51 At the time of the 1982 election, the MMM stood Anerood Jugnauth as its prime ministerial
candidate, believing that Bérenger, a Franco-Mauritian of European ancestry, would not be
electable by the largely South Asian population.

52 'This and the other quotations in this section come from Bérenger (1982). In a 1999 interview,
Bérenger told me: “We were real radicals. We wanted direct democracy!”
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understanding and tolerance — from the Mauritian people. Bérenger announced

in the speech that:
Ministers have invited everyone with an interest and involve-
ment in the affairs of their ministry to participate in preparing
and implementing policy... In my own case, since assuming
office, I have met as many organizations and persons as I could
to discuss the economic situation... Every section of society has
been invited to participate in the preparation of this Budget...
trade unions, employers, taxpayers, parastatal bodies, banks...
To make these consultations as fruitful as possible, the Govern-
ment has published all documents necessary for a full under-
standing of the economic situation.*3

Although the MMM lost power in a no-confidence vote about eight months
after this budget, the consultations they initiated were institutionalized. For the
past two decades, all governments have practiced consultation. Each year in the
spring, the Minister of Finance makes the rounds of the country’s major stake-
holders, listening to their views, exchanging comments, accepting their written
analyses. Each evening, the television news is full of brief reports of these con-
sultations: union members meet the Minister one day; business associations an-
other, the major social welfare NGOs and other groups have their days. When the
budget is finally presented to Parliament, the details are splashed across the major
newspapers. Almost instantly (since 1996/97), the budget speech and the entire
budget (including all loans) are accessible on the Ministry of Finance’s website on
the internet.>* It is difficult to know just how much the pre-budgetary consulta-
tions actually affect the budget. As far as participation goes, this is not anything
like the long period of work that goes into participatory budgeting in Porto Alegre,
for example. Compared with the Irish example, the consultation and negotiations
are much more one-sided. And yet it does have benefits.

Participatory budgeting and a visible link between taxation and spending in
Mauritius forced groups outside the government to enhance their own capacity,
in order to interact with the government as credible peers, and gain an audience
for their analyses. It also allows Mauritians to challenge their government through
their lively press, as happened not long ago with the Minister of Education con-
cerning a proposed education project. An open letter in the country’s major news-
paper pointed out that the project was flawed, and reminded the Minister: “If the

53 Interestingly, saying that “This Government attaches prime importance to the development of
structures and procedures which will ensure a continuing dialogue between the Government
and the different sectors of the economy” the Speech announced the formation of a National
Economic and Social Council (as in Ireland) which would “provide the government with the
administrative machinery for consultation with the major sections of public opinion and with
organised institutions” (p. 19). The NESC remained moribund until very recently.

4 Interviews suggest, however, that many people in Mauritius believe the pre-budgetary

consultations to be a “mere formality.” As a newspaper editor said to me, “This is part of the
national folklore. But in reality, some private sector people have privileged channels. In any case,
deep discussion of reorganizing the workplace can’t be done in two days with journalists present.”
Interview with Gilbert Ahnee, editor, Le Mauricien May 3, 1999, Port Louis.
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government borrows millions of rupees from the World Bank for your project, it
is done in the name of A// the Mauritian people . . . If it is necessary to repay this
debt of millions of rupees for a project, it is each one of us . . . who are going to pay
by our taxes.”® Here, we see a strong link between borrowing, expenditures, and
repayment. That link is through the understanding that ordinary citizens must pay
taxes — “each one of us” — and therefore, that ordinary citizens because of their
revenue role, not just their citizen role, have right to hold the government account-
able for its spending, and in particular, for its borrowing.

Raising Pro-Poor Spending in Post-Transition Chile

In post-democratic transition Chile, the business class agreed to a temporary in-
crease in taxation in order to remedy the “social deficit” resulting from the policies
of the Pinochet regime. *® Delia Boylan recounts how this pro-poor spending shift
came about. Chile’s democratic transition brought to power a Center-Left coali-
tion which quickly negotiated the tax increases. The number of income tax payers
paying the highest marginal rate was increased; the corporate income-tax rate went
up temporarily from 10 to 15 percent; the VAT was raised from 16 to 18 percent,
and all of the new revenue was all earmarked for social spending, including higher
family allowances and nutritional supplements for the poor.

To what extent was the tax reform done in a genuinely participatory manner?
Chile’s new leaders had stressed that public policy-making would now be par-
ticipatory. Opinion polls among citizens confirmed their expectations of consulta-
tion: “70 to 80 percent of the public felt that it was important or very important
that the government consult the opposition, the banks, the unions, and business
groups when making decisions regarding the political economy.”’ Did this in fact
happen? Boylan asked this question, and found that the proposed reforms were
“broadly discussed with various interest groups that included labor, business, and
agriculture.” The major negotiations, however, were with the more right-wing op-
position, the Renovacién Nacional Party (RNP): “beyond the details worked out
in discussions with the RN, it is not clear that the other social and political actors
involved had much voice in this reform. . . In the end, the participatory rhetoric
was much more symbolic than real in value.”

Obviously, the Chile case reinforces the earlier concern with pro-poor politi-
cal parties. But this case also emphasizes the importance of considering taxation as
well as spending, when focusing on pro-poor policy. It brings the business sector
back in, and the importance of getting agreement from the business sector about
that taxation. And it also suggests that at the national level, we should perhaps be
looking at least as much at the involvement of political parties, and negotiations
among parties, in order to understand sustainable pro-poor policy shifts.

55 Anonymous, “Lettre Ouverte 3 M. le Ministre de 'Education et  ses Conseillers,” Le Mauricien
(Port Louis), 14 April, 1999, p. 11 (my translation).

56 Boylan (1996: 7-32).
57 Boylan (1996: 24). All quotations in this paragraph are from this source.
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ISSUES RAISED BY THESE CASES

These cases raise a number of interesting issues regarding participation and eco-
nomic policy. Who participates? What impact does the more direct democracy of
participation have on the consolidation of representative democracy? What kind
of institutional framework is necessary for participation to be pro-poor and for
it to support other aspects of better governance? And what role has the private
sector been given in a budgeting process that might require its acquiescence in
pro-poor taxation?

Who Participates?

This is one of the most commonly raised issues whenever the talk turns to civic
engagement in economic policy. Bresser Pereira suggested that participants in eco-
nomic policy should be (at the least, perhaps) “representative”, which suggests that
he is thinking of parliament. Frieden notes that it is “interest groups” that need to
be involved in negotiations over policy — and although he doesn’t specify which
interest groups he means, the rest of the book suggests that these are generally
those whose interests are most at risk in policy changes: labor unions, and pro-
ducer groups. The World Bank focused more on the role of private sector interest
groups in its study of ownership, suggesting that in that instance at least they saw
business associations and economic sector groups as key in participation and own-
ership. The Porto Alegre experiment seems to involve “lay citizens” organized by
the Workers Party (PT), and its community activist allies, and so we have “citizens”
and a “party” participating. In Ireland, the initial work of participation included
the “social partners”: trade unions and producer groups. Only late in the game was
the table enlarged to include civil society organizations.

Two issues are raised by the question: who participates? When participants
are elected, citizen volunteers, as in Porto Alegre, their opportunity costs are high,
and there may be systematic self-selection. For example, women may not partici-
pate as much, due to their multiple responsibilities. The poorest may not have the
resources to participate, and may be at a disadvantage. When participants are not
elected, but rather come from civil society organizations, their representativeness
is more questionable, particularly when they are actually making budget decisions
that traditionally are the purview of parliaments. In these cases, lobbying, provid-
ing information, being consulted, all can serve to enhance the government’s effort
to spend the people’s resources wisely, as in Ireland. But it may not make the
process pro-poor.

Parliament and Representative Democracy

In theory, parliaments are established partly in order to scrutinize development
strategies through the budgets prepared by the executive branch, and to give their
approval to expenditure and revenue plans. Indeed, the budgetary function of
parliament was said to be instrumental in the early moves toward power-sharing
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in European monarchies. Today, parliaments are elected through constitutionally
mandated procedures, and represent particular districts and constituents. How
does participatory budgeting and the civil society role in planning instruments
such as PRSPs affect this historic role of Parliament?

In Port Alegre, some municipal city council members (legislators) resent a
system that allows the Council of Participatory Budgeting (COP — a 44 member
council which includes representatives from the different neighbourhoods, as well
as from the civil servants trade-union and community organizations) to exercise
more influence over the budget details than does the elected city council.*® For
example, the COP can debate specific projects or public works, while the council
cannot. This in effect allows the executive to interact directly with the neighbour-
hood representatives, by-passing the council, whose participation is limited to vot-
ing yes or no to the budget package. These legislators contend that the COP has
not got the constitutional legitimacy of the parliament, and that elections for the
COP involve a minority of voters, unlike the elections for the city council.

From South Africa, we also hear concerns that civic engagement with the
budget is not enough, without involving the legislature. As the note prepared by
the South African Council of Churches pointed out, although governance has be-
come more transparent with majority rule, the executive branch still controls the
budget tightly. “Parliament still cannot amend the budget, but only vote it up or
down. . . Limiting opportunities for Parliamentary comment also reduces the role
of civil society, which would normally seek ro influence the process principally through
interactions with Parliament” (emphasis added).>®

The World Bank’s experience in developing the Comprehensive Develop-
ment Framework with developing countries, a process that has also focused on
civil society-donor-executive branch interaction, also notes that some groups are
being left out: “Parliaments are mostly absent from the debate, thus omitting a
central actor from political discourse.”®® The successful example of Ireland has
also raised similar criticisms: that the process is “extra-constitutional”, and that it
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undermines democratic processes”.

There is no easy answer to this dilemma. In many instances, participatory
“end runs” around the legislature were necessary to end clientelist practices that
had weakened its legitimacy, and made pro-poor spending difficult or impossible.
Yet when resources are scarce, there is much to be said for efforts to strengthen
the traditional institutions of representative democracy and the party system, for
some of the more successful efforts at pro-poor spending rely on strong democratic
institutions, and in particular, on strong and ideological parties.

58 In this paragraph, I draw on Waglé and Shah, (2003: 4).
59 South African Council of Churches (n.d.: 3)..

60 World Bank. (2001: 4).

61 World Bank (n.d.).
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THE INSTITUTIONAL FRAMEWORK
FOR PRO-POOR SPENDING AND GOOD GOVERNANCE

What kind of institutional framework is necessary for participation to be pro-poor
and for it to support other aspects of better governance? Several institutional features
seem to be shared by the cases of pro-poor spending, whether they involved partici-
patory budgeting, or not. Pro-poor spending was initiated by strong, democratic,
and ideologically left-of-centre political parties. These governments had strong and
independent auditing arms. They had institutions (media, internet, pamphlets, pub-
lic meetings) that enabled information about spending to be shared with the public,
and problems to be aired, all essential for building accountability.

A left-of-centre political party

Many of the successful examples of pro-poor spending mentioned in this paper
took place under the direction of a left-of-centre political party. In some, such
as Costa Rica, there was very low institutionalization of participation by civic
groups.®? Parliament, on the other hand, was an active participant in budget de-
cisions. In Mauritius, although consultation with civic groups does occur as the
budget is being prepared, the degree to which this is seen as substantive as opposed
to pro forma varies depending on the political party or coalition of parties that
hold power. These have been almost invariable parties that describe themselves
as “social democratic.” Chile’s pro-poor budget reforms were spearheaded by a
left-of-centre coalition. In Porto Alegre, a key actor was again a left-of-centre po-
litical party, the Workers” Party. To what extent does participatory budgeting need
direction and commitment from a left-of-centre political party in order to make it
genuinely pro-poor? And if the party in power is genuinely pro-poor, is extensive
civil society participation in budgeting and economic policy still necessary?

This question is difficult to answer (and it would be quite interesting to con-
duct an experiment among the some 140 municipalities now practicing partici-
patory budgeting in Brazil — dividing them into PT and non-PT government).
I suspect that participation can, at the least, provide information and an extra
mechanism for accountability, which should help a committed and pro-poor dem-
ocratic municipal government to improve its ability to reach the poor.

Effective auditing and transparency

Mauritius and Costa Rica both have very respected, fully independent Govern-
ment Audit Offices (GAO). In Mauritius, the annual audits carefully point out,
in considerable detail, what actually happened with expenditures, and put special
focus on the “value for money” of public spending; this includes loans from or-
ganizations such as the World Bank, or grants from the UNDDP. The publication

62 Costa Rica does have examples of civic groups (often, producer groups such as farmers) being
consulted about policy changes.
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of these reports is also announced with great publicity by the press, and the reports
themselves are easily available to the public from the website of the GAO.

The cases of Costa Rica and Mauritius bring up another institutional issue:
does pro-poor policy require transparency, in particular, the marriage of a robust
independent government auditor, and a media to keep the public informed about
the impact of spending decisions? Transparency is necessary for accountabili-
ty — for ensuring that expenditures are having their desired impact. The World
Bank echoes this, in its admonition that public expenditure systems need “a trans-
parent process of formulation, approval, implementation and reporting among the
formal institutions — the cabinet, finance ministry, line ministries, and office of
the auditor generals — is a primary requirement. This should be complemented
by information disclosure and press freedom laws.”®® A system of auditing is neces-
sary to close the circle between participatory budgeting, and accountability. Some
degree of capacity is probably necessary in both civil society and the media in order
to make sense of auditing reports, but governments themselves can go a long wait
toward meeting this need by making budgets and audits easier to understand.

Transparency (as the case of Porto Alegre suggests) might also help in increas-
ing tax collections, even without tax reform. When citizens can see what their tax
money is being used for, and when they have greater confidence that it is being
used for public services, and that an effective audit office will monitor that spend-
ing, they may be more likely to pay their taxes. And taxes are an important and
overlooked side of budgeting reforms.

63 Waglé and Shah (n.d.).



52 Citizen Participation and Pro-poor Budgeting

What About the Private Sector and Revenues?

Chile’s tax reform reminds us that budgets are about taxation, as well as about
spending. This simple fact is not always appreciated. When new forms of par-
ticipation strongly emphasize the role of NGOs and civil society associations, the
private sector sometimes takes a very back seat. A review of the participatory proc-
esses underpinning the World Bank’s Comprehensive Development Framework
(CDF) suggests that the private sector and its associations may not be very in-
volved in the process of developing the long-term development agenda. ¢4 By 2001,
in two-thirds of the countries that had developed CDFs, the private sector did not
participate in the process at all. As the review pointed out, being left out meant
that “private sector commitment to the national strategy, a key pillar of any long-

term development agenda, is therefore generally weak.”®>

The weak commitment of the private sector is not a feature of the Irish model,
but as the case study on that model noted, spending has not been notably “pro-
poor” in Ireland. There is very little information about the role of the business
sector in Porto Alegre, but it does not feature as a prominent part of the discussions.
Mauritius does have strong commitment from the private sector in its development
agenda, but most of the private sector’s participation takes place in bilateral discus-
sions between the government and the apex business federation, the Joint Economic
Committee (JEC), a part of civil society with greater access to policy-makers than
the unions or the community-based NGOs.5¢ The budgetary consultations are only
one of many meetings between the JEC and the government over policy.

The role of the business sector becomes particularly important when we re-
member that budgets include not only expenditures, but revenues.®” It is frequent-
ly the business class that will be taxed in order to fund expenditures. As the Chile
case points out, their negotiated agreement to support pro-poor budgets may be
an important part of a sustainable pro-poor spending agenda in a democracy.

CONCLUSION

As Joseph Schumpeter pointed out, “the budget is the skeleton of the state stripped
of all misleading ideologies.”®® When the misleading ideologies are stripped away,
what is left is the actual ideology of those who hold power. The successful cases of
pro-poor spending that I outlined above were put in place when a pro-poor, left-
of-centre political party won power, and when it then used that power to negoti-
ate a shift in priorities. Participation in the absence of the combined power and

64 World Bank (2001).
65 Ibid: 4.
66 Eor more on the role of the JEC in Mauritius, see Briutigam, Rakner, and Taylor (2002).

67 In Brazil, much of the municipal budget is made up of transfers from the federal government.

68 Cited in Moore, 2003.
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agenda of a committed political party may, as in the Irish case, have little impact
on pro-poor spending.®

Participation can have other benefits. Increases in information and greater
transparency may make it easier to pressure and embarrass a government that is
not pro-poor. Participatory budgeting can serve an important public education
function. Combined with a strong auditor general, informed media, and civil so-
ciety organizations with the capacity to deconstruct current spending patterns, it
may yet be a novel pathway to make economic policy more pro-poor.

Donors like to jump on bandwagons. The move toward greater participation
in budgeting and other areas of fiscal policy is showing signs of this trend. All of
the usual precautions should be applied to this new strategy for pro-poor spending;
avoid blueprint prescriptions, emphasize a menu of possible strategies and, most
importantly, support a learning process where states and civil societies can study
what is working elsewhere and, themselves, adapt these strategies to their own en-
vironments. Ownership, as always, is essential for sustainable change. In this case,
a sustainable shift in pro-poor spending, taxation, and macroeconomic policy is
still likely going to require the old fashioned tools of partisan politics, and the diffi-
cult negotiations over a sustainable, democratic, development strategy will require
the inclusion, not the exclusion, of the business sector as well as the poor.

69 The inclusion of NGOs and community groups in the Irish process may yet lead to more pro-
poor policy shifts; this is a natural experiment that should be watched closely.
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DISCUSSION OF

“The People’s Budget: Politics, Power,

Popular Participation and Pro-poor Economic Policy”
by Brautigam

Comment, John Loxley

The discussant was in general agreement with Brautigam’s paper, especially
with the desirability of going through parliament, whenever possible. He also
praised her emphasis on the need to look at both the revenue and expenditure
sides of the budget, including tax credits (tax expenditure), which are a form
of negative revenue. The discussant also stressed the importance of “good gov-
ernment’, stating that good government makes a difference and organizations
do have a role to play. Costa Rica is an example of good government and was
one of the cases studied in this paper where the legislature did function and
did have a meaningful dialogue with the executive. There was also the issue
of unhappiness; people tend to want to participate more in organisations out-
side of government if they are unhappy with the functioning of government
and parliament.

Floor Discussion

Concern was voiced that participation results in pro-poor policies only if the
ideology of the party in power is pro-poor. Governments too often silence civil
society organisations by buying them off, and this is not healthy for democracy.

An expert on the Dominican Republic explained in that country, as in
Latin America as a whole, the people have high trust in the Catholic Church,
but little faith in political parties or congress. In the period 1994-2001 there
was a decrease in civil engagement in the Dominican Republic. Presidents
rely on direct democracy to govern, bypassing the legislature, which leads to
clientelism and corruption. Populist rulers weaken an already weak legislature.
Civil society must be promoted by working #hrough the legislature. This is not
happening in the Dominican Republic.
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Can Civil Society

Add Value to Budget Decision-Making?
A Description of the

Rise of Civil Society Budget Work

Warren Krafchik

THE GROWTH IN INDEPENDENT APPLIED BUDGET WORK

Since the 1990s, civil society organizations have begun to play a larger role in
the budget process in some developing countries. This growth has been particu-
larly rapid in the past few years and corresponds with the political trend towards
democratization. The first international meeting of civil society budget groups,
convened by the International Budget Project in 1997, was attended by 50 people
representing budget organizations in fourteen developing countries. By the third
conference, there were 100 participants from organizations in 25 countries’®. Most
of the core groups from the first conference had deepened their work, while prom-
ising new efforts were represented from Ghana, Kenya, Russia, Croatia, Uganda,
Peru and Indonesia.

The growth of independent budget groups is recent. While a few groups have
over 6 years experience, the majority of organizations have been engaged in budg-
et work for less than three years. Budgets remain closed processes in developing
countries and most do not have independent budget analysis capacity outside of
the public sector. Nevertheless, applied budget groups are taking root in a broad
set of countries, including several not hospitable to inclusive budgeting. Budget
groups have been able to start despite extreme paucity of data, repressive regimes
(Malawi), extensive corruption (Nigeria) and political turmoil (Indonesia).

The purpose of this paper is to examine this expanding contribution of civil
society organizations to public budgets in developing countries. The material that
follows will provide examples of civil society budget activities in a variety of coun-
try contexts in order to measure the value of this work to public budgeting.

The growth of independent applied budget work organizations refers to a spe-
cific subset of civil society organizations; hereafter called budger groups. The vast
majority of these groups operate independently of their country government and

70 The work of the International Budget Project (IBP) is one of the few sources of information
of this little documented trend. The Project was established by the Centre on Budget and
Policy Priorities in Washington, D.C. in 1996 in order to help nurture independent budget
organizations in developing countries.
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political parties. It is this independence that often underlies the unique oversight
and information contribution of civil society to public budgeting. Each organiza-
tion focuses on public sector budgets or government expenditure and taxation
issues. The work undertaken is applied or policy and impact oriented, highlighting
the impact of public budgets on the poor. There is little concentration on develop-
ing theoretical models, although existing theoretical work is sometimes explained,
adapted and or tested in application. Budget work is a way of conducting research
on the budget that is of direct and timely relevance to current policy decisions.
Groups strive to achieve analysis that is timely, accessible and accurate.

Despite great variation between budget groups, many share a common agenda
that acknowledges the value of inclusive budget processes, independent oversight
and a commitment to pro-poor choices within existing fiscal capabilities.

Over and above these common points of departure, it is difficult to typecast
the work of independent applied budget groups. Each group focuses on a wide
variety of topics and employs several methodologies. Budget groups work at either
or a combination of national, state and local/municipal levels. Some groups focus
on simplifying the budget for popular consumption, some develop expertise in
training, while others develop analytical or advocacy expertise or some combina-
tion of these. Most groups monitor every stage of the budget process, but often
concentrate their interventions on a specific stage. Some groups monitor the im-
pact of the budget on the poor or develop methodologies to monitor the welfare
of specific interest groups such as women or children.

The origin of budget groups is similarly diverse reflecting the varied country
circumstances within which budget groups operate. It also shows that there are few
limitations to the kind of organizations that can benefit from developing budget
skills. Some groups were established specifically to advance budget issues, while
the work of many has emerged to strengthen the work of an existing organization.
The majority of groups have emerged and operate within the non-profit, NGO /
CBO sectors. However, several groups have been successfully established within
an academic environment and a couple of groups have been initially supported
from within the public sector. The leaders of these groups include activists, aca-
demics, former government leaders, business people and consultants.

Although not the central focus of this module, it is important to mention that
increased civil society budget activities are often complemented by greater inde-
pendent budget oversight within legislatures and by the increased critical coverage
of budget issues in the media. A partnership between civil society and legislatures
is often the starting point for the development of local independent budget work.
In many cases, civil society has been able to build or enhance research expertise
that is lacking in legislatures, while legislatures can offer access to key moments in
the budget process that are inaccessible to civil society.
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INTERNATIONAL CONTEXT

The role of legislatures in budgets is declining in Organization of Co-operation
and Development member countries”". In contrast, the role of civil society and
legislatures in the budget is increasing in several developing and transitional coun-
tries. It seems only natural that civil society work has begun to gravitate toward
government budgets. The budget is the government’s most important economic
policy instrument and should therefore reflect the nation’s priorities. All public
policies eventually have to confront the need for financial resources and civil so-
ciety groups can be more effective if they know about how the budget is drafted,
approved, implemented and evaluated. Yet, the timing of this growth in budget
groups reflects several international developments.

These include:

* Democratization: Budget work frequently flourishes in countries undergo-
ing a democratic transition such as South Africa, Russia, Uganda and In-
donesia. Democratization often brings an associate increase in transparency
and participation. This allows civil society and legislatures to play a more
substantial role in public policy and simultaneously advocate for even great-
er transparency. A virtuous cycle is thereby initiated, deepening democracy.

* Decentralization: Democratization has often been accompanied by a
complementary process of decentralization that brings budgeting closer
to communities. While decentralization may make it more complicated
to monitor budgets nationally, it may also open opportunities for greater
citizen and local legislature involvement. In addition to possible formal
opportunities for involvement, given the weaknesses of many state and
local institutions, decentralization often opens training and analysis op-
portunities for budget groups.

* DPublic Expenditure Management: The progress of independent budget in-
stitutions is taking place and, to some extent, incorporating revolutionary
changes to international public finance practices. New public expenditure
management supports greater independent oversight capacity in civil soci-
ety and legislatures, although the terms of this engagement are not yet clear.
The new tools of outcome based medium-term budgeting are dependent
on greater transparency and more useful, timely and accessible data pro-
vision — each of these important conditions for non-government budget
work. Similarly, tighter standards for accountability enable enhanced ex-
ternal monitoring of public resources. It is interesting to note that the
growth of independent budget organizations over the past two years has
been most rapid in Africa, particularly in the countries implementing new
public expenditure management systems.

71 See Schick, Allen. (2001).
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* International Financial Institutions’? (IFIs) and poverty alleviation: Inde-
pendent, applied budget work is also increasingly supported by an emerging
international consensus on the complementary role of the state and non-
government actors in development. While the 1980s heralded the decline of
communism and the victory of private sector led development, international
and regional development institutions generally acknowledge that progress
against poverty and inequality has been less dramatic. Today, many of these
institutions promote the governance opportunities of public — private part-
nerships. Civil society budget work may represent one of the opportunities
where the goals of the IFIs and civil society may be complimentary.

THE CASE FOR CIVIL SOCIETY PARTICIPATION
IN THE BUDGET PROCESS

The growth of budget group signals an important shift in public finance practice.
In most countries, public budgeting has long been considered the exclusive pre-
serve of the executive. It is only recently that the value of opening budget processes
to non-government input has been considered desirable in some countries. For
the majority of developing countries a set of powerful negative myths continue to
constrain the independent budget work of civil society, legislatures and the media.

These include:
* Budgets must be formulated in secret or they may upset financial markets.
* Non-government intervention can destroy the integrity of the budget envelope.

¢ Legislators and civil society have a greater interest in advancing the interests
of their constituents as opposed to the interests of the country as a whole.

e Itis the government’s mandate to produce the budget internally in a closed
process; and it’s prerogative for it to be rubber-stamped by the legislature.
A closer look suggests that many of these ideas are closer to myths. Budget se-
crecy may encourage market speculation, while greater transparency may actually
smooth market adjustment to known policy choices. Further, useful, accessible
and timely budget information facilitates foreign and domestic private sector plan-
ning and investment. It is important to acknowledge the need for budget integrity
and coherence as a guarantee of the prudence of the fiscal authority. This argument
makes sense at the level of certainty about the fiscal envelope. But, budget integrity
is unlikely to rely on the need for early certainty on the distribution of resources
between and within departments. The tragedy of the commons is a danger of leg-
islatures representing specific interest groups too strongly, but it is not inevitable.

72 TFIs play an important role in the transfer of financial resources and knowledge to less developed
countries. Of great significance is also the fact that dialogue between donor and recipient
countries in these institutions extends not only to development projects and programmes but
also, as a priority, to the institutional and political conditions required for economic and social
development and their improvement. http://www.bmaa.gv.at/view.php3?f_id=4937& LNG=en
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A recent paper by Allen Schick”, based on the experience of Organization for
Economic Cooperation and Development (OECD) countries, shows that greater
legislature budget involvement can be compatible with outcomes that maintain
fiscal discipline.

This conclusion could well hold for the work of applied budget groups. While
some groups may focus initially on expanding the budget envelope, as civil society
budget engagement deepens, budget groups are more likely to focus reprioritiza-
tion and the effectiveness and efficiency of expenditures. It does not take groups
long to realize that even if the size of the envelope is expanded, there are many
more resources at stake in improving spending within the envelope.

Finally, very few people would argue with the assertion that the government
has a mandate to produce the budget; but that does not mean it should entirely
dominate a closed process. Moreover, there may be positive benefits for govern-
ment in accepting budget groups as a complementary player in fiscal policy. There
will be disagreements, but over time budget groups may be able to deliver greater
budget understanding and commitment from a broader group of citizens and
better policy options. Moreover, the relationship between civil society and gov-
ernment on budgetary issues is not necessarily confrontational and the work of
applied budget groups is compatible with increased pubic sector budgeting capac-
ity. Although it will depend on the country context, many budget groups oper-
ate effectively as critical allies of the government. Budget groups may strengthen
government capacity, for example, by providing training, undertaking research
of interest to government, working with government in forums and building the
potential of the legislature. Independence does imply the possibility of criticism
where necessary and this can lead to confrontation, especially where other strate-
gies have not proved useful. But, by adjusting the tone and manner of critical
engagement and by producing accurate work, most groups are able to maintain a
working relationship with the executive.

If government were to accept budget groups as a partner in national budget-
ing, there are ways to manage the potential negative implications. One practical
option is to separate discussions on the size of the budget from discussions of
prioritization. This is the case as is the case in Brazil, Switzerland and Sweden,
amongst others. Government can also use engagement to focus and direct civil
society to appropriate stages in the budget process. In a world where state and
legislature capacity is often less than desirable, these and other options offer a new
form of public — private partnerships that may enhance domestic budget man-
agement and outcomes.

In contrast to the above, there are several strong arguments for enabling civil
society and legislature intervention in the budget. The work of budget groups, ei-
ther directly or indirectly through the activities below, ultimately has the potential
to improve budget decision-making.

73 Schick (2003)
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Simplifying the budget and deepening debate: Most budget groups begin
or establish as a core of their work developing budget literacy and debate
among citizens, interest groups and legislators. This augments the outreach
capacity of the state and legislature and builds understanding and par-
ticipation among citizens. Simplified guides to the budget may cover the
budget process, the structure of the budget, budget trends and current
allocations, and some discussion of current issues.

Collating, synthesizing and disseminating budget information: These ac-
tivities support legislature and civil society inputs into the budget process.
The information may include the dissemination of cross-state or provincial
information on social expenditures; or the identification and dissemina-
tion of local and international best practice.

Independent critical analysis: Civil society budget analysis can augment
the research capacity of legislatures and the media and, sometimes, in the
executive. It may provide one of the few sources of specialized data and
analysis on the impact of the budget on the poor. Budget group analysis
includes four major foci — budget process or systems, general macro-eco-
nomic, sector and group incidence and revenue analysis.

Bringing new information to budget decision-making: Civil society budget
groups are often able to be in close, regular contact with citizens and inter-
est groups. This allows them to collate unique information on citizen pri-
orities, non-government perspectives on the budget, expenditure tracking
and project impact analysis.

Training: Many civil society organizations develop budget training exper-
tise that is directed at augmenting the analytical and advocacy capacity of
other civil society organizations, legislatures and the media resulting in
stronger interventions and oversight. Several groups also provide training
for government departments and international institutions, such as the
United Nations and regional trade organizations amongst others.

Building accountability: Through its analysis and dissemination activities,
civil society organizations can assist citizens and the legislature to reinforce
channels of accountability. This may occur, for example, when groups pro-
vide accessible information or pursue the findings of the auditor general
with relevant interest groups. It may also follow from monitoring or im-
pact measurement activities that test or augment the data emerging from
the auditor general’s report.

CIVIL SOCIETY IN THE BUDGET PROCESS

This section is intended to further develop the discussion on the potential value

added of civil society to the budget. It is written with the caveat in mind that the
trend to non-governmental applied budget work is recent. We are able to point to
the wide scope of applied work and some impacts, but this experience cannot yet
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be generalized. The evidence does point strongly however to the potential of ap-
plied budget work across a broad set of countries and despite significant obstacles.

We use the budget process as a framework of reference to organize our discus-
sion. This framework illustrates clearly that responding to the presentation of the
annual budget in the legislature is usually the major focus of most budget group’s
activities during the year. Notwithstanding this fact, it is useful to bear the follow-
ing qualifications in mind.

* The budget process itself is not divided cleanly into four stages. In prac-
tice, the stages overlap. Similarly, the work of budget groups usually spans
across more than one stage. Indeed, one of the constant success factors
associated with groups around the world is that budget work requires full
time commitment. Budget groups must concentrate on all stages in the
budget process to be successful.

* The budget process in each country context offers a unique set of oppor-
tunities and constraints. Groups will choose how to divide their energies
depending on the relative opportunities at each point in the process.

Drafting stage

The drafting stage is the most closed part of the budget process in virtually all
countries and the most dominated by the executive. There is therefore usually lit-
tle formal opportunity for civil society input prior to the tabling of the budget in
the legislature.

The intervention opportunities for civil society that do exist in the drafting
stage are often informal, based on the organization’s initiative and networks, and
reliant on departmental and ministerial contacts. For example, if it is known that
a department or individual is concerned with a particular issue, this may create
an opening to discuss relevant research. Alternatively, as the timing of the budget
process is generally known, a well-timed release of a research report may be able
to influence discussions in the drafting stage. Of course, civil society organizations
may also rely on the media or other methods of capturing the government’s atten-
tion during the drafting stage if it is considered that this will be effective. The lack
of formal opportunities for input does however mean that it is more difficult to
identify the impact of these activities on the executive’s proposal.

One of the ways in which budget groups have taken the initiative to create
opportunities in the drafting stage is to influence the set of priorities underlying
budget policy choices. In Kenya, the Institute for Economic Affairs coordinates
an annual civil society meeting with broad stakeholder attendance that culminates
in a report providing government with a set of agreed priorities. The government
in Kenya has now formally requested this analysis as annual input into the draft-
ing stage.
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In a more elaborate process, the South Africa National NGO Coalition™
coordinated a two-year process of poverty hearings in many towns and cities
throughout the country. The evidence of the poor was collated into a set of priori-
ties by commissioners and delivered to government for inclusion in the budget.
Many organizations have tried to take pre-budget input a step further by produc-
ing an alternative budget. Most of these attempts have failed due to the financial
cost, data and modelling required to produce a comprehensive parallel budget.
Only two of these efforts, focusing on a defined theme or limited sectors, have
endured. These are the Alternative Federal Budget in Canada, prepared by the
Canadian Centre for Policy Alternatives’>and alternative tax proposals produced
by the Institute for Fiscal Studies”® in United Kingdom.

There are two further government-led experiences of civil society engagement
in the drafting stage that may help to open formal opportunities for civil society
in the drafting process. The most famous example is the participatory budgeting
initiated and managed by the local government in the Brazilian town of Porto
Alegre. The process was introduced when the Workers’ Party won the mayoral race
in 1989 on a participation ticket and has been replicated in approximately 100
Brazilian towns with varying success. There is no precise model across these towns,
but the programs are designed to incorporate citizens in the allocation of resources,
selection of broad social policies and monitoring of public spending’”. The global
trend towards fiscal devolution may provide further opportunities for local level
budget participation. There are towns in South Africa, Peru, Russia and Argentina
amonggst others that are currently experimenting with participatory budgeting.

One of the success factors in participative budgeting worth mentioning in the
context of this paper is that it may depend on a weak legislature or undermine the
power of the legislature. It has proved successful in towns where the mayor has
virtually complete budgetary and administrative power and therefore the space
to innovate without the consent of the local legislature. The scalability of par-
ticipatory budgeting is not clear and currently the topic of research in progress.
Participatory budgeting has not yet proved workable at the state or federal level in
Brazil. There is also no example yet of a participatory national budgeting process,
although the Bangladeshi government has introduced an institutionalized, state
led round of consultations conducted only one week prior to the tabling of the
national budget’®.

74 Between 31 March and 19 June 1998, SANGOCO convened Speak out on Poverty Hearings.
For the first time in the history of South Africa, these landmark events ensured the poor an
opportunity to be heard beyond a mere vote once in five years. SANGOCO continues to build
campaigns that ensure the participation of the majority of South Africans in decision-making
critical to their lives. http://www.sangoco.org.za

7> htep:/lwww.policyalternatives.ca
76 hetp:/fwww.ifs.org.uk/

77 Wampler (2000)

78 heep://www.bids-bd.org
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A recent Ugandan experience may point to a second potential opportunity
for formal civil society engagement in the budget drafting stage in HIPC coun-
tries (Highly Indebted Poor Countries).” When the National Resistance Move-
ment came to power in Uganda in 1986 it introduced a system of participatory
democracy. This included participation of technically able stakeholders in a joint
national task force charged with prioritizing poverty reducing public goods in suc-
cessive national poverty plans. The task force included civil society organizations,
academicians, parliament, government and donors and based its findings on the
collection of primary data and consultations with experts and service providers.

With the formation of the HIPC initiative® in the 1990s, the poverty eradica-
tion action plan was rolled over into the first PRSP®! (Poverty Reduction Strategy
Papers). To comply with HIPC requirements, the Uganda government added a
bottom-up participatory poverty assessment project in 10 pilot districts to review
the priorities based on community level experience and develop mechanisms for
their consistent involvement in poverty reduction strategies. Monitoring of the
poverty plan is undertaken biannually by the Finance Ministry and by civil soci-
ety organizations monitoring the Poverty Action Fund established to disburse the
resources released under HIPC. The early promise of the Ugandan model may be
related to the unique political system. Participatory national priority setting has
proved less successful in Kenya, for example. However, the expanding PRSP proc-
ess may present future opportunities for early civil society involvement in setting
budget priorities in some countries. The formal participation of the government,
as the driver or partner of the initiative is of course critical for success, as in the
case of participatory budgeting.

There is one further innovation that increases the scope for legislature and civil
society input. Several countries have started publishing early details of macro-eco-
nomic policy and a broad outline of the forthcoming budget in a pre-budget state-
ment months before the tabling of the final budget. This has the effect of separating
out discussions on macro-policy and the size of the budget from detailed interaction
with department budgets in the legislature budget process. In some countries, such
as Brazil, Sweden and Switzerland, the pre-budget statement must be debated and
approved by the legislature (In Brazil, the rule is this discussion and enactment
must occur before representatives are allowed to start the summer recess!). In other
countries, such as Peru and South Africa, there is space for the legislature to debate
but not vote on this broad statement. The benefit of the pre-budget statement is that

7% The HIPC initiative grants debt reduction relief to highly indebted poor countries on the
condition that funds released are deployed in poverty programs and that civil society is integrated
into the drafting and monitoring of these efforts.

80 http://www.worldbank.org/hipc/about/hipcbr/hipcbr.htm

81 PRSP describea country’s macroeconomic, structural and social policies and programs to promote
growth and reduce poverty, as well as associated external financing needs. PRSPs are prepared by
governments through a participatory process involving civil society and development partners,
including the World Bank and the International Monetary Fund: http://www.worldbank.org/
poverty/strategies/
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it can protect the macro-envelope early in the process, while encouraging detailed
engagement with issues of reprioritization and effective and efficient spending.

In sum, the drafting stage traditionally presents limited formal opportunities
for civil society to add value to the budget. At a local government level, participatory
budgeting may prove effective in environments outside of Brazil, but is unlikely to
do so at state or national level. At a national level, opportunity for influence through
the setting of national priorities may grow through the expanding PRSP process.
Nevertheless, civil society organizations do create their own opportunities to influ-
ence the drafting process through the collation of useful information on priorities
and through the carefully direct or indirect contact with the executive. To the extent
that budget groups are involved in the drafting stage, the benefits of civil society
involvement may be broader understanding of the choices facing budget decision-
makers and greater accuracy in identifying citizen priorities between elections.

The degree of civil society efforts in the drafting stage will be related to the
intervention opportunities throughout the budget process, and particularly the
legislative stage. Involvement in the drafting stage may be particularly important
in countries where the legislative stage is undermined by weak or part-time leg-
islatures. In countries where there are few legislature opportunities for effective
and direct civil society intervention, groups may well strategize to direct greater
resources to the drafting stage, despite its limitations.

Legislative stage

Many budget groups focus considerable energy on this stage for several reasons. In
most democracies, the budget is tabled and must be approved in the legislature.
This is usually the first comprehensive sighting that civil society has of the plan
and a high profile opportunity to increase the impact of their work. The legislature
process also offers the first formal opportunity for legislature representatives to
debate and, in some cases, change the budget. This increases the opportunities for
direct influence and the demand for NGOs (Non-Governmental Organisations)
services such as training and research. Moreover, in many countries, the legislature
offers civil society direct intervention opportunities, such as public hearings. Given
parliament’s role as the representative of citizens, this stage is often considered the
most appropriate point for civil society intervention. However, the effectiveness of
civil society involvement in this stage depends on the strength of parliament’s own
power in the budget process.

In theory, legislatures have significant power over the budget. The constitu-
tion usually prevents funds being spent without legislative authorization. Legisla-
ture debate can be complemented with powers to summon expert witnesses and
members of the government to give evidence. These powers are augmented sig-
nificantly where the legislature has the capacity to amend the budget. In practice,
developing country legislatures are often undermined by several factors, including
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poor research capacity, the absence of powers of amendment, a weak committee
system and the timing of the budget process.?

Despite these problems, several legislatures have recently taken the initiative
to flex their budget powers. This is currently the case in Croatia, Kenya, Malawi,
Mexico, Peru, South Africa, Uganda and Zambia, amongst others. The weaknesses
and strengths of legislatures and civil society budget groups can combine to estab-
lish a potentially powerful oversight partnership. As the opportunities for greater
legislature engagement with the budget expand, so too will the opportunities for
deeper civil society engagement with the budget. In turn, civil society is able to
augment the limited outreach and analysis capacity of legislatures thereby adding
value to the budget.

We turn now to the different ways in which budget groups add value to the
legislative budget process. The first major activity of budget groups at budget pres-
entation time is the preparation of accessible summaries and guides to the budget.
In countries with limited budget analysis capacity in civil society or the legislature,
these products can serve as the first opportunity for independent oversight and
participation. The recent work of the Institute for Public Finance in Croatia® il-
lustrates this point well.

The Institute recently published the first guide to the Croatian budget. It pro-
vides a general introduction to the budget and analyzes the major expenditures and
revenue trends. It also covers extra-budgetary funds and the consolidated budget of
the general government and the different stages of the budget process. The guide
has been widely quoted, discussed and commented upon in the Croatian media as
it was published at the same time as the executive’s budget proposal for the next
financial year was being discussed in parliament. In a comment underscoring the
usefulness of the guide, one of the members of the parliament stood up, flashed
the guide, and said to the deputy minister of finance: “Now we don’t have to (only)
listen to you anymore, we have a (alternative) guide!”.

Budget training is a second major activity of budget groups during the legisla-
ture stage. These programs may be targeted at legislatures, media and civil society
organizations, as well as government personnel. Centre on Research and Teachings
in Economics® (CIDE) in Mexico is one example of a group providing compre-
hensive budget training to these target groups. The three-day budget course on the
federal budget has the objective of teaching the basic knowledge needed to carry
out an analytical view of Mexico’s budget. The course covers the broad contours of
Mexico’s federal budget, its origin, approval process, administration, and impact.
This training became an important resource for legislators when the Institutional
Revolutionary Party (PRI) lost its majority in Congress and the potential existed
for a dramatic increase in the role of the legislature in the budget.

82 Krafchik, W and Wehner, J. (1998)
83 htep://ijf.hr/eng/

84 huep:/fwww.cide.edu



68 Citizen Participation and Pro-poor Budgeting

Training may also be coupled with more intensive technical support. Institute
for Democracy in South Africa®® (IDASA) in South Africa formed a partnership
with a multi-national accounting firm to provide training and technical support
to provincial legislatures in South Africa during the legislature budget process. The
project creates a pool of trained analysts from both organizations to provide gen-
eral training and in-depth support to committee chairs for the month-long legis-
lature debating period®s.

The third major activity of budget groups during the legislative stage involves the
preparation and coordination of independent analysis. Given the limited fiscal analy-
sis capacity outside of the private sector in developing countries, this constitutes one
of the few accessible, timely, critical interpretations of the budget. It is often the only
available analysis on the implications of the budget for low-income communities.

ANALYSIS OF THE EXECUTIVE'S
BUDGET PROPOSAL TAKES FOUR MAJOR FORMS:

A few groups produce a comprehensive analysis of the budget, such as the re-
sponse of the Consumer Unity and Trust Society in India to the 2000/01 Indian
Union budget. The analysis argues for government to stick with its commitment
to phase out non-merit based subsidies in favor of merit based subsidies especially
in education and health. The memorandum suggests that the resources released
through this shift should be reprioritized towards programs addressing child la-
bour issues?’.

A complementary approach is provided by the Catholic Commission for Jus-
tice and Peace® in Zambia. The Commission monitors social service delivery dur-
ing the year through a set of monitors around the country and combines this infor-
mation, together with the budget comments of a focus group of NGOs, to draft a
broad comment on the poverty impact of the budget. The post-budget statement
covers health, welfare, education, agriculture, debt, tax and monetary policy.

Another complementary approach is a broad survey of budget transparency
and participation in the budget process that was designed by the International
Budget Project and IDASA and tested in South Africa. This is currently being
applied in four countries (Ghana, Kenya, Nigeria and Zambia) and five Latin
American countries (Argentina, Brazil, Chile, Mexico and Peru).

A few groups analyze a particular macro-economic issue. For example, groups
may focus on the macro-economic parameters underlying the budget or the effect
of the budget on macro-variables such as the deficit, national debt, interest rates,

85 heep://www.idasa.org.za

86 For further examples of budget training see the work of Development Initiative for Social and Human
Action DISHA in India training Dalits (contact Disha@vsnl.net.in) and the work of Institute of Socio-
economic studies INESC in Brazil http://www.inesc.org.br

87 http://www.cuts-international.org

88 www.ccjp.org.zm/2001pre_budget.html
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growth or employment. In its submission to parliament on the 2000/01 budget in
South Africa, IDASA questions the government’s optimistic growth forecast and
traces the impact of the likely slower growth on programs for the poor®®.

A large proportion of group’s focus analyzes the impact of the budget on par-
ticular sectors or socio-economic groups, such as low-income people, the elderly
or racial or ethnic groups. Often the sector foci are on health, welfare or education
given that these comprise the majority of social services. Analyses consider sector
allocations in relation to allocations to other sectors or to the entire economy, or
in relation to historical levels of support.

As government budgets do not generally reference the effects on particular so-
cio-economic groups, as opposed to departments, several budget groups have de-
veloped creative methods to undertake incidence group analysis. Work on gender
budgets has become a popular area of activity in many parts of the world as shown
in a recent paper by Debbie Budlender®®. The Tanzania Gender Networking Pro-
gram established their gender budget initiative in 1997. It focuses on macro-eco-
nomic policies and planning with a stress on budgets and budgetary processes and
their impact on men and women in Tanzania®'.

Work on children’s budgets has also advanced recently in several countries.
The South African Children’s Budget®> was launched in 1998. The project ex-
amines what resources the government is allocating to children’s programs and
whether these programs adequately reflect the needs of children as established by
the United Nation’s Convention of the Rights of the Child.

As fourth foci, budget organizations are increasingly undertaking taxation and
revenue analysis. This work may challenge the distributional impact of the pro-
posed taxes or the suitability and sufficiency of revenue proposals to fund proposed
expenditures. Tax administration and compliance are further issues pursued. The
Centre on Budget and Policy Priorities recently played an active role in deepening
the recent tax debate in the US. In a paper on President Bush’s tax cut proposal,
the organization argues that the cut may not help the U.S. out of its current eco-
nomic slowdown®. The Institute for Public Finance in Croatia is similarly work-
ing on responses to the government’s current reform of the overall fiscal system,
including tax administration reform. In a recent paper, they question the extent to
which the proposals for tax reform are in line with the theory and practice of tax
administration in developed countries and countries in transition®*.

8 http://www.idasa.org.za/bis
90 Debbie Budlender (2001)

9 Case Study Tanzania Tastes of Success, p53, http://www.internationalbudget.org/resources/
success.pdf

92 Streak (2001)
93 hetp:// www.cbpp.org/2-22-01tax.pdf
94 huep://www.ijf.hr/ocpapers/op-5.htm
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In addition to their own analysis, some budget organizations facilitate or host
forums to collate budget analyses of other civil society and community groups. This
assists in providing government with a rich source of information from a broad
group of popular interests. A number of civil society organizations in Zambia fa-
cilitate commentaries following the presentation of the budget in the national par-
liament. One of these forums is the annual National Budget Workshop organized
by the Economic Association of Zambia that brings together civil society groups
with the Minister of Finance and Economic Development. Contributions have
covered issues such as macro-economic policy, revenue measures, expenditure pat-
terns and the gender impact of the budget.

In sum, the legislative stage of the budget process often offers budget groups
the strongest opportunity for formal involvement and leverage. In these cases, civil
society work can add maximum value by offering the full spectrum of activities
including training, budget guides and analysis. Budget work focusing on the im-
pact of the budget on the poor can provide a unique resource, augment the paucity
of trained analysts in the public sector and potentially improve policy choices.
The contributions of budget organizations to the legislature stage do however de-
pend significantly on the degree of opportunity for legislature budget involvement.
Where this is limited budget, organizations can still add value to the budget by
simplifying and clarifying the budget proposals, providing training and by work-
ing closely with legislators. However, in these situations budget groups are likely
to channel a greater proportion of their resources to other stages in the budget
process, including the drafting process.

Implementation stage

Implementation is primarily an executive function. For most applied budget
groups, the importance of this stage is the opportunity it holds for collating infor-
mation on expenditure, revenue and outputs that will contribute to the quality of
their participation in the legislative stage. However, weak public implementation
capacity and accountability mechanisms are driving budget organizations to focus
on implementation issues.

Organizations in India, such as the Centre for Budget and Policy Studies® in
Bangalore, have produced useful analysis of the difference between planned and
actual expenditures. Data improvements in South Africa are also enabling this
type of analysis for the first time. The biggest obstacle to this work in other coun-
tries is the paucity of government data, including timely and accurate information
on disaggregated actual expenditure, government borrowing and debt redemp-
tion; as well the capacity to provide incidence benefit reports.

Ritva Reinikka at the World Bank has helped pioneer methods to measure the
difference between planned and actual expenditure where data is scarce. This work re-
lies on new community level data sources in Ghana, Uganda, Tanzania and Honduras

95 hetp://www.internationalbudget.org/resources/India.pdf contact information (cbps@vsnl.com)
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and may be adapted by independent budget groups in the future. Uganda provides
an interesting experiment in implementation monitoring that may open opportuni-
ties in other countries. In 1998, the Ugandan government established a Poverty Ac-
tion Fund (PAF) as a mechanism to target, protect and monitor funds released by the
HIPC initiative and donors for poverty programs. The PAF does not operate as an
extra-budgetary fund, but is integrated into the budget. The Fund involves civil soci-
ety organizations in the selection of projects and in monitoring the impact of PAF ex-
penditures by allocating 5% of the fund to sustain monitoring activities. Monitoring
is coordinated by an applied budget work coalition, the Uganda Debt Network, and
is undertaken through periodic (quarterly) field surveys by a team of researchers and
community members. The initiative also tracks monthly expenditure releases from
central government to local governments and reconciles these with releases from the
central bank. Quarterly progress reports are presented at multi-stakeholder meetings.
In a relatively short period of time, this initiative has helped to identify the block-
ages in funding to local government, increase funding to poverty relief programs and
shifted expenditures towards identified priority sectors”.

There are many civil society organizations with experience in program and
citizen / customer evaluation. The work of the Public Affairs Centre in Banga-
lore is particularly well known in this regard (www.pacindia.org). There is also
civil society work in Ghana and Zimbabwe on tracing the impact of structural
adjustment programs through community surveys. But, there are few examples
of organizations that track budgetary flows through to program impact. Work
along these lines is only beginning. IDASA in South Africa is undertaking two
pilot projects tracking the impact of public expenditures on special courts for chil-
dren and rape victims. The Structural Adjustment Participatory Review Initiative
(SAPRI) in Ghana and the Catholic Commission for Justice and Peace in Zambia
have used their structural adjustment monitoring work as a springboard to focus
more directly on budget flows and have plans to test the link between budget plans
and disbursements. The latter has an extensive community network that has been
successfully used in the past to track blockages in the flow of public funds from
provincial to local level.

In sum, it is too early to evaluate the replicability and sustainability of the
Ugandan poverty fund monitoring initiative — but, these efforts cannot sub-
stitute for government information collation capacity. Civil society can help to
some extent but this requires a rare partnership of sophisticated policy NGOs
with strong community partnerships. As data improves, applied budget groups
will be able to provide more sophisticated checks on the congruency and impact of
expenditure. This opportunity is unlikely to emerge as a significant space for broad
civil society engagement, but might work in generating data for a defined set of
poverty expenditures or as a check on government generated numbers.

96 Emmanuel Ablo and Ritva Reinikka (1998)

97 www.udn.or.ug/
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At present, the primary importance of the implementation phase for most
budget groups is the opportunity to collect data on implementation to use as evi-
dence in the legislative and auditing stage. As argued by the Catholic Commission
for Justice and Peace in Zambia:

“The futility of our system of commenting on the budget once it has
been presented is that no influence can be made on the contents of the
budget. Not even the debate by MPs influences the budget under dis-
cussion. Our post-budget challenge therefore remains ar monitoring
the implementations of commitments made in the budger throughout
the year, drawing lessons that will be vital in our submissions to the

next budget” (CCJP, 2000 Post Budget statement).

Auditing stage

The primary constitutional actors in the auditing stage are the Auditor-General or
Court of Accounts and the Legislature. These agencies are usually required to report
to the legislature as keeper of the purse. The physical and human resources required
for a full state or federal audit limits civil society interventions to checking the Audi-
tor-General’s findings in discreet areas. The major opportunities for independent
budget organizations follow from the findings of the audit and the legislature pro-
cedure to evaluate these.

This may be one area where applied budget organizations have not sufliciently
exploited the potential opportunities. Where developing country auditing is com-
petent, these reports often document a litany of mis-expenditure, mal-expenditure
and procurement irregularities.

However, few of the organizations in the International Budget Project net-
work dedicate resources to monitoring and follow-up on the audit function. There
are several reasons to account for the lack of civil society audit stage activity. In
most developing countries, the audit report is presented approximately two years
after the close of the financial year. The audit report is swamped and often con-
fused by current budget issues. In parliamentary systems in particular, the absence
of effective legislative budget powers provide little incentive to scrutinize whether
the funds have been spent as authorized. The low interest in following-up on the
audit report reinforces this tendency. This is further compounded by the split be-
tween committees dealing with public accounts oversight and those dealing with
budget analysis and authorization.

The experience with participatory auditing in Kerala, India points to potential
further oversight opportunities for a few civil society groups during the audit stage.
The first is the development of participatory audit techniques at community level
in India. This fascinating practice involves the local auditor meeting with village
members to physically audit the outputs planned and approved in the local budget
(See Anne-Marie Goertz and Rob Jenkins, 2001).
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SUMMARY AND CONCLUSIONS

Applied budget groups have recently begun to expand the role of civil society in
the budget. Their interventions have enabled broader understanding and partici-
pation in the budget process and more effective oversight. In part, these benefits
occur indirectly through other organizations or legislatures as a result of training
and dissemination activities that deepen public debate and expand public partici-
pation. However, some evidence is emerging that their activities can also directly
improve budget decisions and outcomes.

Many groups are still developing skills and organizational capacity. Only a
small set of experiences already point to significant impact. In Mexico, the work
of the Centre for Research and Analysis (FUNDAR) in the 1990s halted the use
of a Presidential secret account that did not require the approval of Congress. In
Israel, the work of information on equality and social justice (ADVA) pressured
the government to retract changes to the welfare benefits that would have been
prejudicial to the country’s poorest families and elderly citizens. In South Africa,
the work of IDASA led to an improvement in a new basic financial management
bill through the inclusion of clauses on Virement®® and sanctions for mismanage-
ment. In Russia, the work of Volgo-Vyatsky contributed to eliminating a corrup-
tion-prone arrangement that allowed firms to pay a portion of their taxation in
goods and services.

The legislature stage usually holds the most opportunity for budget groups.
This stage is geared to benefit from the full spectrum of civil society budget re-
search, training and dissemination activities and also provides a forum for the for-
mal inclusion of the sector into the policy process. At present, as far as the budget
drafting and implementation phases are concerned, the participation of budget or-
ganizations is largely limited to collating information on priorities and implemen-
tation. It is still too early to assess the full implications of the promising participa-
tion efforts associated with the PRSP process or the local government participatory
budgeting experience. Given resource implications and technical requirements of
community surveying and impact evaluation, it is likely that involvement in these
stages will be limited to a few organizations evaluating a small proportion of the
budget or particular projects. Conversely, there is probably greater capacity for
civil society involvement than currently exploited in the auditing stage. There is
an important role in tracing, with legislatures, the findings and recommendations
of the auditor-generals report. As far as a broader role in the auditing stage, civil
society’s role is probably limited to cross-checking particular projects, or areas of
concern rather than duplicating the role of the auditor-general.

We noted earlier that applied budget organizations may add value to budgets
in seven ways. The primary value added in the drafting stage may be their ability
to bring new information to the public debate on citizen priorities and, through
training, building the capacity of communities to take part in this process. During

98 Virement refers to the extent to which a government department can spend in a way that is not
congruent with budget plans without reverting back to the legislature for approval.
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the legislative stage, the contribution of applied budget organizations includes
building budget literacy and training and analysis that brings a pro-poor perspec-
tive to budget deliberations. This is the stage where the analytical skills of applied
budget groups are most evident and where their ability to improve budgetary deci-
sion-making is maximized. During the implementation phase, budget groups may
help to a limited extent in collating information on program impact. In addition
to similar evaluation activities in the audit stage, applied budget groups may be
able to play a bigger role in helping legislatures to monitor the impact of the official
audit and in interpreting and disseminating the findings of the auditor-general.

These early results of the rise of budget groups provide cause for optimism.
Groups have been established in diverse settings and shown resilience to significant
political and data obstacles. There seem to be few organizations that cannot benefit
from budget analysis skills. Consequently, we can expect the growth in budget work
to continue to broaden and deepen in the developing world. Part of this growth
may well take the form of greater interaction between budget groups and other civil
society organizations, including human rights organizations and activities.
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DISCUSSION OF
“Can Civil Society Add Value to Budget Decision-Making?”
by Krafchik

Comment, Deborah A. Brautigam

The political system in a country can be thought of as composed of four in-
ter-connected groups: government executive, legislature, media and NGOs.
Another powerful group, at least in poor countries, is the group of donor
countries. Different types of countries require emphasis on different political
groups. In middle-income democracies, such as South Africa, Brazil, even
India, capacity-building is urgently needed in the media and NGOs. In new
democracies, it is the executive-legislative link that needs to be strengthened.
The legislature needs to learn to question the budget presented by the execu-
tive branch of government. In the Heavily-Indebted Poor Countries (HIPC)
or Low-income Countries Under Stress (LICUS), the legislature is weak and
donors are important, especially when many sources of revenue are outside
the budget. In HIPC/LICUS settings it is important to focus on the revenue
side of the budget, for many of these countries are rich in resources such as
diamonds or oil. More transparency is needed in the budget.

Many forums are possible. One possibility is the corporatist model such
as that of Ireland, which brings business, government and labour together
outside parliament. This is good for compromise, for groups to accept trade-
offs. The discussant pointed out, however, that it may not be possible to rep-
licate a successful model in a very different type of country. The corporatist
model in particular is hard to replicate in developing countries.

Floor Discussion

One participant stressed the need to give more thought to different types of
participatory budgeting, to disaggregate and think about which forms might
be best for different circumstances. What the World Bank has in mind is
the government-lead corporatist model, designed to produce a consensus on
budget issues. But, with many NGOs, how do we determine who sits at the
table? Which groups are to be included and which excluded? When there is
only a single, umbrella labour organization, for example, this does not pose
a problem. But what if there are a multitude of groups representing different

types of labour?

Other participants added that many ‘new democracies’ are not democ-
ratising. Clientelism is a serious problem in the politics of many countries.
Moreover, NGOs are not necessarily social organisations; they are often donor-
driven, government-driven or interest-driven, without a social base. In poor
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countries, more often than not they are internationally funded. Donor-funded
NGOs often attract trained professionals, such as accountants, weakening an
already weak government. The corporatist model, whatever its merits, is simply
not workable in countries where only business groups are strong and everyone
else is weak. In many countries of Africa, there are no strong institutions even
in the business sector, since most businesses are informal. These same countries
face cycles of crisis and clientelism, with no opportunity to implement partici-
patory budgeting.

The author (Krafchik) agreed strongly with the need to include and
capacitate legislatures, trade unions, and structures other than NGOs and
advocated the creation of an informal or strategic budget oversight coali-
tion. Such a group would include not only NGOs, but also legislatures,
the media and auditors-general — a broad coalition of institutions with an
oversight agenda.

Krafchik felt that everyone is well aware of the limitations of civil society
and the media in understanding, analyzing and influencing budgets. He was
concerned that there is little literature on the role of the legislature in the
budget, but felt that legislatures in many developing countries are beginning
to flex their constitutional muscles in public finance, and that partnerships
between NGOs / budget groups and legislatures are more frequent than com-
petition or exclusion. The role of auditors-general and their partnerships with
civil society and the legislature are also neglected in the literature. Auditors-
general usually have some constitutional provision (and sometimes some in-
dependence) that can lead to the type of information collection that can ben-
efit parliament and civil societies oversight. The problem is that their mandate
usually precludes a “policy or political” role. It is therefore up to civil society
and legislatures to take this information and ensure that it leads to behaviour
change in the executive or at least greater publicity to the offending (or best
practice) practices.
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Making and Disseminating
Alternative Budgets

John Loxley

INTRODUCTION

Alternative budgeting is fast becoming an established form of political activity, not
just in Canada but throughout the world. It represents a relatively new and im-
portant form of resistance to attacks on working men and women, on care givers,
on the poor and on the environment by governments following neo-conservative
fiscal policies. At one and the same time, alternative budgets embody both a cri-
tique of those policies and another vision of policy, people-centred, pro-women,
pro-poor and pro-environment. They also embody a more democratic vision of
how policy should be developed and of who should be involved in policy formula-
tion. They put governments on notice that their policies are being followed closely
and their impact measured.

Alternative budgets provide new information and new insights to the public
about budgets and their effects on people, making an invaluable contribution to
economic literacy. In raising public awareness, they help lift the level of public
debate and in the process put limits on state activity and moderate its potentially
adverse effects, for, as Rudolph Goldscheid®®, the great German fiscal sociolo-
gist argued in 1925, one must do violence to the facts in order to do violence to
the people. Alternative budgets in Canada can, indeed, be seen as a constructive
response to the violence of fiscal neo-conservatism, while recent interest in people-
centred budgets in developing countries owes much to the daily fiscal violence
visited on people by neo-conservative structural adjustment programs imposed by
governments with the encouragement of the IMF and the World Bank'°.

Alternative budgets offer a fiscal vision of hope and embody important public
policy positions, which are different from the budgets they oppose. They recog-
nize that policy is often translated into action through the raising or spending of
money by governments and they aim, specifically, to influence those aspects of
public policy. In most countries this covers the provision of a wide range of gov-
ernment services having importance for the daily lives of people, from child-care,
to education, from health care to defence, from social assistance to unemployment
insurance and from foreign aid to senior’s benefits. Tax policy determines who

99 Goldscheid (1958)
100 T oxley (1998)
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pays for these services and in what form, with important consequences for after tax,
disposable income. It is policy that drives the numbers and the numbers that drive
the budget. Getting into the numbers, therefore, inevitably means getting into
policy. Our society does not encourage this. Public opinion is shaped by corporate
Canada through the thirty second sound bite, the constant repetition in the corpo-
rate controlled media of simplistic messages, presented as self-evident truths, that
the only way to proceed is the way outlined; usually this means less government,
fewer government services, lower taxes and reduced compensation and job security
for public sector workers. This reality presents a number of problems for preparing
and propagating alternative budgets.

This paper draws on the experience of the author in helping prepare alterna-
tive budgets at civic, provincial and national levels in Canada since the early 1990s.
Most of that work was through Cholces™’, a social justice coalition which was
formed in 1991 and which was expected to have a short life of a few months, as
a vehicle to fight cutbacks in the provincial budget. In fact, it lasted over a decade
and gained national prominence for its activities. Among many others, covering a
wide range of issues at the local and national levels, these activities included help-
ing prepare alternative budgets at all levels of government. At the federal level, it
worked cooperatively with the Canadian Centre for Policy Alternatives (CCPA), a
progressive think-tank funded mainly by trade unions, to produce The Alternative
Federal Budget (AFB). At the provincial level, it produced The Budget of CHO!CE.
After Cholces closed down in the early 2000s, the CCPA assumed responsibility for
these exercises. (What follows draws on the author’s publication Alternative Budg-
ets: Budgeting as if People Mattered which contains a detailed account of these and
other alternative budget experiences in Canada and elsewhere)2.

The first point to be made about creating alternative budgets, based on these
experiences, is that there is no single right way of doing them. Processes and end
products will probably be as varied as the number of groups involved in doing
them and this is a good thing. Different groups will have different interests and
different skills, come from different regional backgrounds, have different social
compositions and pursue somewhat different political objectives. They almost cer-
tainly will have different levels of access to resources, financial and otherwise and
often work under quite different time constraints. So diversity in method, product
and dissemination is to be expected if not welcomed. This makes it very difficult to
generalize about how to go about making alternative budgets. Nonetheless, draw-
ing on the experience of Cholces, CCPA and of other groups in Canada and else-
where involved in alternative budgeting, there are some general points that can be
made and questions that can be raised which may be helpful to those new to the
exercise or to groups seeking to improve the way they do things.

107 Social justice coalition which was formed in 1991 as a vehicle to fight cutbacks in the provincial

budget
102 Loxley (2003)
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OBJECTIVES AND PRINCIPLES

Before embarking on a budget exercise it is useful for the group to ask itself what
the objective is. It usually emerges that members of the group have different goals
in mind raising the question of the compatibility of objectives. For instance, some
people are drawn to the exercise with the idea that they might have an immedi-
ate and specific impact on budgets of governments. They might wish to forestall
planned cuts to child-care, social assistance, education, hospitals, libraries or swim-
ming pools. Their interests may be quite narrowly confined to one such area or
they may wish to present a credible alternative fiscal policy across the board. In
both cases the idea is to be immediately practical and relevant. Others may be at-
tracted to the notion of developing a credible, longer-term economic and social
policy, using alternative budgets to refine concepts and gradually mobilize people
behind the political platform underlying the budget. In this case there might be no
pretence at having any immediate impact on government policy.

Such different goals can lead to significant differences in the composition
of budgets, in their presentation and in their dissemination. For instance, those
concerned with immediate impact may be less interested in developing budgets
that are too radically different from the ones they are seeking to influence, even in
areas in which they have no direct or immediate interest. To take a hypothetical
example, if unions were giving support to a budget exercise with the objective of
preventing lay-offs of civil servants or of secking reversals to salary freezes or days
off without pay, they might wish to see this accomplished with the minimum of
alterations to the existing tax and expenditure system. They might feel, therefore,
that radical proposals on income distribution or, for example, on new revenue
sources, might reduce the credibility of the exercise and the prospects of their own
proposals being accepted by the powers that be. This may not always be the case.
It may be that unions know full well that the alternative budget exercise they are
supporting will have no impact on the policies of the government of the day, and
their involvement may be premised on influencing the policies of the next, hope-
fully more sympathetic, government or of a party currently in opposition. They
may, therefore, be quite prepared to see their own demands accompanied by calls
for radical reform elsewhere in the budget. The point is that unless objectives are
spelled out and agreed upon in advance, there is the possibility of friction arising
as the budget is developed further down the road. Ideally, the objectives should
also clearly spell out the cooperative and consensual nature of the process by which
alternative budgeting will be conducted.

Objectives can have a big impact on the form the finished product takes and
on how the message is disseminated. If the objective is to use the budget to build
a popular base across the country, then the end product will need to be brief and
accessible, readable and eye-catching. There has to be enough seriousness in the
document to command respect and support but not so much that people find the
budget too forbidding. Dissemination would be through church groups, trade
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union locals, student and women’s organizations and the like with as much face-to-
face contact with those involved in the exercise as possible.

If, on the other hand, the objective is seen to be that of lobbying the establish-
ment, including the national media in Canada, in much the same way that right-
wing think-tanks such as the Fraser Institute'® or the C.D. Howe Institute'® do,
then a more polished technical product may be needed. As well the emphasis will
be on press conferences and on small meetings with influential people in govern-
ment, the opposition and the media. One of the factors making the Alternative
Federal Budget such a sensitive political exercise is that different participants have
different objectives, along the lines outlined. In that case, however, it has been
possible to combine objectives and to have different versions of the end product
for different purposes, but some friction has inevitably persisted on where best to
focus scarce financial and personnel resources.

The second item on which it is useful to have agreement up front is the prin-
ciples upon which the exercise will be built. These can be the very principles that
brought the group together in the first place if the formation of the group pre-
dates the budgeting exercise. Thus, in the case of Cholces, the principles upon
which it was founded were thrashed out at the very beginning and the subsequent
foray into alternative budgeting simply applied those principles. Otherwise, as
in the case of the Alternative Federal Budget, time should be spent formulating
such principles so that work on the budget, and the product itself, can be guided
by them. It is important to stress that there should, as far as possible, be consist-
ency between the principles guiding budget content and those guiding the budget
exercise itself. Thus, if the budget is to be built on gender equality, the very proc-
ess of budgeting should also be based on gender equality so that this becomes a
measuring rod of the appropriateness of how things are done and not just of what
is proposed in the final document.

BALANCING POLITICS AND TECHNICAL CONCERNS

Related to the question of objectives is that of the balance between the techni-
cal aspects of participatory or alternative budgets and the political aspects. If the
exercise is to build popular support for political positions expressed through the
budget, the balance should clearly err on the political side. A powerful politi-
cal message backed up by a reasonably solid technical analysis is preferable to an
esoteric, detailed technical budget with an obscure or weak political message. Too
much preoccupation with the technical may also limit popular participation by
turning off people who might otherwise wish to become involved.

Some of the technical analysis, such as that dealing with macroeconomics,
such as spending relative to Gross Domestic Product (GDP) or debt servicing
growth, or tax revenue forecasting, might more easily be done by people with some

103 The Fraser Institute. htep://www.fraserinstitute.ca/

194 The C.D. Howe Institute’s Approach to Policy Analysis. htep://www.cdhowe.org
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knowledge of budgeting and economics or finance, but experience has shown that
finding people to assist with this side of budgeting is not a problem. They might,
for instance, suggest plausible alternative technical frameworks — different as-
sumptions about overall spending or revenue increases or decreases, levels of deficit
or surplus and therefore different assumptions about the level of debt — inviting
discussion of the political implications of one technical framework versus another
and non-technicians usually have much to say about this. The difficult technical
aspects of budgeting, and by far the more interesting, have to do with the details
of government programs and the best people to advice on this are those most
intimately affected. Thus, social assistance spending and the rules governing it
are enormously complicated. Some professionals, such as social workers or legal
aid lawyers, are on top of them but people relying on social assistance payments
are generally all too familiar with the twists and turns involved. They should be
the ones to advice on the technical aspects of proposed reforms in this area. Once
more, the basic premise of alternative, participatory budgeting is that ordinary
people can understand and can contribute to much that is considered too techni-
cal for them. Again, however, regardless of who is putting together the necessary
technical details of proposals, such details should not obscure the underlying po-
litical message about the need for reform and its general direction.

If alternative budgets are too technical or their political message too weak, it
will be difficult for them to be participatory exercises or to generate much support
for the end product. But they can be quite respectable technically and still achieve
a high level of popular input and support. Participants must take over the owner-
ship of as much of the technical matter as possible and integrate it into their own
on-going political campaigns. A budget can be based on a sound technical founda-
tion without being technical in the way it is presented and without it intimidating
or boring people. The trick to broadening the appeal of the exercise is to involve
as many people as possible in coming to grips with the details of programming
but then present recommendations in a lively and provocative fashion so that they
have even wider appeal. Nor is it necessary for alternative budgets to make recom-
mendations on all aspects of a government budget. A comprehensive budget need
not comment on items not considered politically important, provided sufficient
funding is allowed for them if this is thought appropriate.

Alternative budgets may be more effective if they concentrate on a limited
number of important political themes, costing out alternative ways of doing things
and incorporating them within the whole budget. Trying to get in too many de-
tails may be counterproductive as it may water down the central message. For the
balance of the budget, not covered by the detailed analysis, it may be sufficient to
simply lay down important operating themes and principles and leave it at that.
For example, if no detailed recommendations are to be made on the allocation
of money for say, the Agriculture budget, it may be enough to suggest the policy
orientation that government spending should be supporting, which may include
promotion of farm ownership by young people, use of organic methods, limits to
corporate land holdings and so on.
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In some situations, a comprehensive budget alternative may not be possible or
desired. Proposals for cutting specific services, jobs or programs may be countered
by proposing alternative but socially less damaging cuts or alternative revenue
measures which would obviate the cuts altogether. Cholces had some success at the
civic level before it had the time or the inclination to prepare full alternative civic
budgets doing exactly this. Thus, threatened cuts to wading pools, libraries com-
munity health clinics etc., were countered by listing a number of ways of raising
the money needed. Some of these were so ludicrously simple and unobjectionable,
such as a few cents on a round of golf, it was politically difficult for the Winnipeg
City Council to proceed with the cuts. Such an approach is not only much easier
than comprehensive budgeting but in some circumstances it can be very effective.
The limitations of this approach become evident, however, when across the board
budget cuts become the order of the day.

A related issue is that of mainstreaming versus separate budgets, for women,
the poor, the environment, etc. In Canada, both approaches have been used at dif-
ferent time and in different exercises. In the budgets with which Cholces was asso-
ciated, mainstreaming was the preferred approach because the alternative budgets
were seen as ways to build broad political coalitions. Also, the participants believed
strongly in the need for radical change in the way budgets are constructed to make
their assumptions and prescriptions about gender, age, income distribution, the
environment etc, much more explicit. There have been, however, alternative budg-

95 and to concerns about the environ-

ets limited strictly to women’s concerns
ment'%. One could also envisage separate budgets for Aboriginal Peoples, people
with disabilities, poor children, seniors, etc, which could have a powerful impact

on budget consultations, the media, the public and, hopefully, governments.

The arguments against this approach are that poor children live in poor fami-
lies and that poverty has strong gender, age, disability and racial components. This
suggests a mainstreaming approach, but this, in turn, requires a political organiza-
tion willing and able to mobilize on issues cutting across narrow group interests. In
the absence of this political infrastructure, a narrow group approach might make
sense. Group interests can also be quite complex and may not fit easily under a
broader, progressive, political umbrella, e.g. women, people with disabilities and
Aboriginal people contain representatives of different classes and income groups,
some of whom might not share, for instance, an anti-poverty, or an employment
equity perspective. In organizing to promote their separate interests, they might,
therefore, take political positions that are more eclectic than those taken by the
groups with which I have worked.

195 The Canadian Women’s Budget, Ottawa, 1993- Examines the Canadian federal government’s
expenditures for social programs and services, and the national defence budget. It proposes
an alternative approach to security that requires a restructuring of government priorities and
policies. It calls for a budget that reflects the needs of women and benefits all of society.

106 Canadian Nature Federation, Greening the Millennium Budget, Submission to Minister of
Finance, Ottawa, 1999
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Getting the Word Out

There are many people who support participatory or alternative budgets who have
little interest in the technical work involved in preparing them. They can, however,
assist in the project in any number of other ways which are equally if not more
important. Budgeting is people intensive and time consuming. It requires organiz-
ing meetings, finding rooms, phoning people, helping with child care or transport,
obtaining data and publications, converting the final document into something
people may be interested in reading, running off copies and circulating them, pre-
paring press releases and overheads, contacting the press and liaising with groups
which participate in or support the exercise. Somebody also has to manage the
many tensions that inevitably arise in a complicated project based on common
principles but involving many organizations and individuals with different views,
needs and political perspectives. Most work is voluntary but some expenses are
inevitably involved, such as paper, photocopying or postage, so some funding and
fund raising is needed. All these jobs need doing and preferably everybody pitches
in with the less glamorous but essential work. People will come forward to do these
jobs if the process is a positive experience, if their contributions are recognized and
if the end product is something to be proud of. Much of the fetching and carrying
around alternative budgets is connected to the release of the budget. Whatever the
objectives, this is a crucial phase of the exercise for it is important that it reach as
many people as possible. In terms of having maximum exposure in the mainstream
media it is preferable to release the budget before the government’s own version.
This is risky in the sense that a lot more relevant information needed to prepare
an alternative budget is available after the government budget is released. On the
other hand, there would be less press interest and obviously, less influence on the
government budget if the objective were to have immediate impact.

At the provincial level, Cholces found that releasing the alternative budget
a day or two before the government’s obtains best results as it then becomes an
accepted part of the pre-budget debate and no one in Cholces seriously believed
it would have had any immediate impact on the type of conservative policies be-
ing pursued by the Conservative government in power in Manitoba throughout
most of the 1990s. After some years of neglect by some of the main media outlets
in Manitoba, the Budget of CHO!CE critiques of government fiscal positions
have been grudgingly accepted as being fair and accurate, and its own alternatives
have been acknowledged to be coherent and consistent. Sometimes it is helpful to
present the budget to supportive trade unions and social partners before the release
day to strengthen support and to catch any potential problems. The downside to
this is that it usually means making changes at the very last minute but that may
be unavoidable if the coalition nature of the exercise is to be preserved. One of the
annoyances volunteer groups have to put up with is organizations with large pro-
fessional research capabilities sitting on the sidelines, offering little or no assistance
but being quite quick to complain and criticize if they do not get exactly what they
want out of an alternative budget.
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The venue for the release of the budget is crucial. At the provincial level,
Cholces/CCPA-Manitoba usually aims for a venue which highlights a major
theme in its budget, such as an Aboriginal drop-in centre in the inner city, the
house of a senior suffering badly from government cuts in the pharmacare pro-
gram, or in the hall of a church committed to the pursuit of social justice. Com-
munity activists from a broad spectrum of social life in the community are usually
invited to lend support and credibility and the press are notified at least twice.
Usually, Cholces/CCPA-Manitoba will not release the document to any section
of the media prior to the release day, as doing so would alienate other members of
the press and take away some of the mystique and surprise of the budget. The use
of graphics and props can help get the message across. Gender balance should be
aimed for on the platform and as many fresh faces as possible from year to year in
order to demonstrate the reach of the exercise and to give the media someone new
to interview. A number of contact persons should be listed on the media release to
ease the pressure on selected individuals for radio and television appearances and,
again, to indicate the depth of resources involved in the exercise.

In many cases groups preparing alternative budgets have prepared both a de-
tailed formal budget and a popular version of the budget. Popular versions can
take the form of brief, eye-catching, brochures which simply highlight the main
message of the budget or of a tabloid newspaper that allows for more extensive
coverage, the use of cartoons, photos and graphics. In both cases, they are designed
to attract and hold the reader’s attention and, hopefully, to be persuasive. Content,
lay-out and design are all important and these are, ideally, tasks for professionals,
even if on a voluntary basis. Cholces had access to such expertise and this played
an important role in the effectiveness of the budget campaigns.

It does no harm to draw on some humour or street theatre when launching
the budget, knowing that this helps to guarantee attention, provided the serious
underlying message of the budget is not overwhelmed in the process. Confront-
ing the premier, mayor, prime minister or Minister of Finance with an alternative
budget, with the press in tow, is always guaranteed to get coverage. When Mayor
Susan Thompson was cutting jobs and services in Winnipeg, Cholces used 20 foot
high street puppets, one entitled, ‘Suzie Scissor Hands’, to get its civic budget
message across. Ultimately, however, it is the less sensational, less obvious day-to-
day hard work of preparing a sensible, coherent alternative budget and getting it
out steadily to interested people and groups, and defending it against attacks, that
builds credibility and a strong core group of political support.

Working with the Media

The first problem is that the media cannot be used at all in setting the groundwork
for these exercises as it does not share their vision and is not in the habit of en-
couraging in-depth debate around the issues. This rules out using the mainstream
media to publicise the exercise, to launch discussions around key issues, to set up
questionnaires and to receive opinions from people based on preliminary analysis
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of the problems. Other ways have to be found to reach out to people to get them
involved in alternative budget exercises, through direct mailings or word of mouth.
Immediately, this marginalizes the exercise somewhat. The real problem here is
the absence in Canada of a suitable media outlet for the left that could be used to
support this kind of creativity. But it is on the propagation side that the problem
of the media is most acute. It is very difficult for progressive organizations to get
their message across in any kind of detail and over any length of time. While the
media offer almost guaranteed access to such business financed groups as the Fra-
ser Institute, the C.D. Howe Institute, the research departments of major banks
and related financial institutions, the National Council on Business Issues and the
Canadian Taxpayers Federation, they are less accommodating to progressive think-
tanks, trade unions and other organs of ordinary people.

Access is often denied by the simple expedient of not sending a reporter to cov-
er press conferences. Sometimes reporters do show up, stories are filed and are then
vetoed by editors. But with organization and persistence, including meeting with
editorial boards to complain about bias, about which there is some sensitivity, ac-
cess can be achieved. Then the problem often becomes one of receiving short shrift
or of being trivialized. The CCPA, for instance, will be described as left-leaning or
trade union-supported, as a less than subtle code words for saying, don’t take this
too seriously. When has the Fraser Institute received similar treatment? How often
is it described as being funded by business to act as a lapdog for their interests? How
often is it described as being ultra conservative? Even then, with persistence and
perseverance, some progtess can be made. In 1999 the organisers of the Alternative
Federal Budget (AFB) did secure a meeting with the editorial board of the Ottawa
Citizen. After a discussion of a couple of hours or more, the newspaper published
a two-page review of the AFB with a measured analysis and critique. The publicly
owned CBC radio and television have also devoted quite some time to presenting
the AFB and allowing discussion around it. But the Globe and Mail, the National
Post and commercial television and radio have been less receptive and have never
taken the exercise seriously, which limits its exposure nationally.

In Winnipeg, it took years for the Cholces provincial budgets to be accepted
as a legitimate part of the fiscal debate and, after more than 10 years, coverage still
remains spotty, brief and inconsistent. Even now, if the media is looking for a reac-
tion to a story on fiscal policy, they will automatically phone a right wing academic,
the Canadian Taxpayers Federation (I am a tax payer and they do not represent
me!), the chambers of commerce or other representatives of small or large business.
Only occasionally will they seek out a view from the left, from organizations such

as Cholces or from the CCPA.

What this means is not that the mainstream media should be abandoned in
these exercises. Rather, it means that they cannot be relied upon and other means of
reaching out to people must be built into the process. This is not seen to be a prob-
lem by those who view alternative budgets as an essential part of building a grass
roots political movement, but it is by those who put more stock in using the budgets
as tools for lobbying governments for immediate changes in policy. As we have seen
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above, there is always a tension in alternative budget exercises between these two
objectives, a tension made all the more acute when the exercises rely on funders who,
like the labour movement, justify their spending by reference to its impact on deci-
sion making. When lobbying is the goal, creative ways of securing coverage in the
mainstream media are essential, and this means differentiating the budget product
every year to maintain what little interest there is and finding new and imaginative
ways of presenting the product, varying the venue, or using theatre.

A major danger in attempting to woo the media is the tendency to emphasise
the technical side of the exercise to the detriment of the political. The media want
to be assured that they are talking to experts and are very hung up on the academic
or technical credentials of those commenting on budgets. The temptation is to play
up this aspect of the alternative budget exercise to the neglect of the broader political
dimension of popular participation. Putting together the numbers and writing up
a polished policy piece can easily take precedence over the more difficult and more
time consuming process of building popular participation in the exercise.

Popular Education

The attention of the media never lasts for much more than a day, essential though it
may be. Reaching grass roots organizations is much more important and takes time.
It entails shipping out large numbers of the popular versions of the budget and a
more limited number of the larger versions, to union locals, church groups, wom-
en’s groups, aboriginal organizations etc throughout the province or country.

Reaching the grass roots also means having people ready, willing and able
to visit these groups to make presentations and defend the alternative budget.
In Manitoba, these visits have been combined with budget schools, more basic,
systematic introductions to budgets, using the alternative budget as a vehicle for
education as well as for political mobilization. This approach was adopted na-
tionally and AFB budget schools have been held all over the country, both as a
means of getting people involved in the exercise and of getting the message across.
A popular manual was published to facilitate these, designed in such a way as
to encourage participants to draw up simple budgets from a list of options (See
Cholces/CCPA,1998) 1%, A simpler, 15 page manual was also tested, with encour-
aging results, in a number of high schools (See Cholces and Global Change Game,
1999)'%8. The design of budget schools varies according to the expressed needs of
the audience who help plan them. Participants are drawn from all walks of life
and the schools are sponsored by local trade unions, party locals, women’s groups
or, most often, social justice or anti-poverty groups. Some schools have focused
entirely on women’s issues in budgeting and the participants have all been women.
Some schools have dealt with civic budgets, others with provincial but most with
the federal budget. The duration of schools could be as short as an hour or two or

107 Cholces/CCPA, (1998)
108 Cholces and Global Change Game (1999)
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as long as several days. They usually involve a preliminary evaluation of the fiscal
policy of the government in question and an assessment of the main problem areas.
Participants may then examine the budget in detail to learn how it is put together
and what the main drivers are on the revenue and spending sides, what the surplus/
deficit position is and what the debt and debt servicing looks like.

Alternative spending priorities are then usually discussed and possible ways of
funding them, from new or increased revenues, reallocation of spending or chang-
es in the approach to surpluses or deficits. The schools may also discuss sources of
information needed to budget, media strategies and political mobilization around
the budget. They have proven to be very effective in helping launch alternative
budget exercises and in demystifying budgets for many people. Above all, they
have helped build a core of support for the AFB, being an important outlet for
presentation of the finished budget as well as a source of ideas for future ones. Al-
ternative budget presentations should also be offered to the government and other
political parties. Cholces always offered to explain its Budget of CHO!CE to all
political parties, but when the Tories were in power, only the New Democratic
Party (NDP) and Liberal opposition parties accepted the offer.

RELEVANCE OF THE CANADIAN EXPERIENCE
FOR DEVELOPING COUNTRIES

The relevance of the Canadian experience of alternative budgeting would vary
from one developing country to the next. Activists in most countries might find
the methodological approach and the discussions underlying it, interesting. Few if
any are likely to follow the exact same methodology but most could benefit from a
study of it. Issues such as whether budgets should be partial or complete, whether
anti-poverty programs should be targeted or universal or whether gender concerns
should be mainstreamed or the subject of separate budget exercises, are relevant
everywhere. Many of the technical approaches adopted, for example, to preparation
of the fiscal framework, to management of national debt or to tax revenue require-
ments, might also resonate elsewhere. In federal systems, some of the proposals on
transfer payments to lower levels of government might be found useful. In these,
and perhaps many other areas, the Canadian approach might have relevance.

The difficulty in transference comes in attempting to conduct an alternative
budget exercise in an entirely different political environment. Canadian style ap-
proaches require a political context in which debate and discussion are tolerated.
They are not likely to be successful in countries with severely limited outlets for
political dissent or opposition and, in some situations, could be downright danger-
ous to their protagonists. They require a minimum level of access to information,
which may or may not be forthcoming. They rely on a fairly highly developed
structure of non-governmental organizations, in particular, trade unions, anti-
poverty groups and women’s movements. They also require reasonably developed
communications channels, either formal ones through the media or informal ones
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through civic society. In many developing countries, some of these prerequisites
may not exist and, inevitably, this will shape the form and content of alternative
budget exercises.

Access to technical expertise is unlikely to be a major problem in most coun-
tries but the level of technical sophistication would need to be adjusted to the skills
available. Budget exercises need not require huge sums of money but, nonetheless,
funding is likely to be a constraint in many countries. Perhaps there is a role here
for western non-governmental aid agencies who might be called upon to offer as-
sistance in cash or kind.

CONCLUSION

In summary, there is no correct way of preparing or disseminating alternative
budgets. Much will depend upon the purpose of the exercise, the time and re-
sources available and the audience being aimed at. There is now a good deal of ex-
perience in Canada of putting such budgets together and much the various parties
involved can learn from each other. The experiences of Cholces and the CCPA do
not necessarily present a template for others to follow but it is hoped that docu-
menting them and reflecting upon them in general terms, as attempted above, will
prove useful to others wishing to undertake similar exercises.
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DISCUSSION OF
“Making and Disseminating Alternative Budgets”
by Loxley

Comment, Arthur A. Goldsmith

Budgets are documents that produce winners and losers, so they inevitably
generate conflict and disagreement. The Canadian approach is a bottom up
approach, so there is need for some type of an aggregation mechanism to pull
together and sort out objectives. This, in turn, requires a link to something
more permanent, such as a trade union or a political party.

The usual model of participatory budgeting endorsed by international
organizations (World Bank, UN) is much more top down: the executive
branch reaches out directly to those civil society groups it recognizes, bypass-
ing parliament partly to get alternative points of view, but also to control
and to minimize divisiveness. There are some inherent risks associated with
the Canadian model. Lobbying activity is one of the risks, where the more
powerful and organized can become the mainstream neglecting the pro-poor
organizations. The alternative budget approach has been successful in Canada,
it is more expansionary and has a progressive tax policy, but replicating the
bottom up approach in other less developed countries may be hard given the
lack of resources, education and transparency.

Floor Discussion

The author (Loxley) stressed that the purpose of formulating an alternative
budget is to create a document that might be adopted by an opposition party.
Indeed, a main purpose of such an exercise is to influence existing parties. In
drafting an alternative budget, it is important not to allow ‘too many’ views
to be represented, or it quickly becomes a bland document.

Loxley then provided details of why, in his opinion, the alternative budg-
et exercise in Canada had produced significant successes. In the province of
Manitoba, a social democratic party came to power and adopted the message
of the civic action group, and even recruited its workers. There was no reason
to continue, so the alternative budget group disbanded after 11 years working
together. One reason for this success were ‘budget schools’ that gave ordinary
people the skills and confidence to address political issues. On the negative
side, the group relied too heavily on unpaid labour and trade unions, rather
than charging members a fee to institutionalize the work.

In response to a question from the floor, Loxley said that he had no
objection to government financing of popular participation in budgeting.
Indeed, government funds mainstream think tanks continually by commis-
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sioning studies from them. What is needed is a level playing field, in which
government funding is also made available for groups with non-mainstream
views. Some of this is done already in many countries, by allowing tax relief
for donations to charities and political causes.

In response to another question, Loxley said that it is possible to include

people’s budgeting in university curricula, for this basically amounts to teach-
ing methods of preparing a budget.
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Plebiscites and the Public Purse:
U.S. Experience with Direct Democracy

Arthur A. Goldsmith1°°

The United Nation’s Millennium Development Goals commit countries to do
more to reduce the rate of poverty and to improve education and health care for
all. To reach these objectives, national fiscal policy must be made more “pro-poor”
than it has been in most countries in the past. Greater citizen participation has
been offered as a promising means of bringing taxes and expenditures into closer
alignment with the resources and needs of lower-income people (for discussion,
see Brinkerhoff and Goldsmith 2003). Indeed, greater participation in public af-
fairs is itself an important element of the Millennium Development Goals.

Participatory budgeting has worked reasonably well at the neighbourhood and
municipal level, for example in the widely cited example of Porto Alegre, Brazil (In-
ter-American Development Bank 2000). Participation in national budgets presents
different challenges due to the greater scale of activities. One possible way to engage
large numbers of people in fiscal policy is through plebiscites or direct democratic
action. But how do countrywide fiscal plebiscites work out in actuality?

The United States presents a unique case for exploring this question. Although
no federal system of direct democracy exists in the United States, every state in
the Union allows voters themselves to decide certain laws in the polling booth,
including questions about how to raise revenue and on what to spend it. Some
states are bigger than many independent countries; notable is California, whose
population today is about the same as Sudan’s, which would make California the
33rd largest country in the world, ranked by population. Depending on the ju-
risdiction, American voters have been taking part in decisions about state govern-
ment revenue and expenditure for more than a century. While direct democracy
is expanding around the world (Scarrow 2001), no other country has comparable
experience of extensive plebiscitary fiscal policy."°

U.S. state governments thus offer what may be the most relevant perspec-
tive on how direct democracy might affect nationwide budgeting in present-day

199 Thanks go to Derick Brinkerhoff, Frank Cespedes and Milt Esman for comments on an earlier
draft of this paper.

10 There is also plenty of direct democratic participation in local fiscal matters in the United
States. Literally thousands of cities and towns across the land have an initiative (citizens can
place laws on the ballot for approval or disapproval) and referenda (citizens can vote on public
legislation). That determines service fees, property tax rates, special local taxes or bond issues.
Since this local political history is less relevant to national fiscal policymaking, no more will
be said about it here.
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developing and transitioning countries — political units that are just beginning to
experiment with plebiscitary policymaking (Barczak 2001, Frey 2003). The U.S.
record is cautionary: When voters take hold of the government’s purse strings,
they are apt to be even more tight-fisted regarding the poor than legislative bod-
ies are. While other societies may be different, they most likely will need to look
beyond direct democracy to fashion pro-poor fiscal positions.

ORIGINS AND SCOPE OF
DIRECT DEMOCRACY IN THE UNITED STATES

American direct democracy has its genesis in the populist and progressive move-
ments of the nineteenth and early twentieth centuries. These movements were
a reaction to the large and impersonal organizations that were gaining ground
in the United States, and they sought political remedies to the perceived loss of
small-town and individualistic values (Hofstadter 1955). Populists and progres-
sives believed the nation’s official leaders had lost touch with ordinary people and
that wealthy, entrenched economic interests were setting the policy agenda for
government. It was urgent and necessary, in this view, to open up or circumvent
the institutions that stood between citizen and government.

Activists at the time were very creative in thinking up new approaches they
thought would revitalize democracy, reduce corruption and make leaders more
responsive and accountable. Among the well-known innovations in governance
from that period are the secret ballot, the non-partisan primary election, the city-
manager system of local government, and, of principle concern in this paper, three
related institutions of direct democracy. Fach of the latter offered a somewhat
different way for going over the heads of the elite and bringing important public
decisions down to the grassroots for approval or disapproval. Fueled by popular
discontent, this trio of direct democratic institutions was enacted into law across
the United States in the early 1900s (Goebel 2002, Piott 2003, Farmer 2001). ™

The most radical institution is the initiative, which allows voters to initiate
legislation through a petition drive. To put a proposed law on the ballot, a group
only needs to come up with legally acceptable wording and to gather a prede-
termined number of legitimate signatures, thereby bypassing the representative
organs of government. Twenty-four states and the District of Columbia have the
initiative (though their exact procedures differ in many particulars).’? Since voters
first placed a state-wide measure on Oregon’s ballot in 1904, over two thousand
state-wide voter-initiated ballot questions have appeared across the nation (IRI
2002). The number of citizen initiatives has exploded since the late 1970s, though
they still total just a tiny fraction of the laws considered by state legislatures. The

™M Rousseau is the most prominent philosopher to favour direct democracy. His ideas were
influenced by Swiss traditions. Later, U.S. reformers borrowed practices that had already been
tried out in Switzerland.

112 Some states have an indirect initiative, where a group drafts and qualifies a proposition, then
submits it to the legislature for consideration.
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odds are against approval: about 60% of these ballot measures have been rejected.
Sometimes thought of as the “fourth branch of government” in the United States,
a similar initiative process is almost unknown anywhere else in the world."?

The second, less extreme, device for direct democratic action is the referen-
dum, by which legislatures may refer a statute to the voting public for ratification.
Because elected officials have a hand in the process, a referendum does not sidestep
formal, representative bodies to the same extent that a citizens’ initiative does. All
50 states now allow for referenda in one form or another, and the process has be-
come commonplace.” In 2000, for instance, there were 133 state-wide questions
placed on the ballot by state legislatures, versus 71 placed on the ballot by petition.
In 2002, the figures were 149 state-wide referenda, versus 53 ballot questions from
the people (IRI 2000, 2002). The approval rate of legislatively referred measures is
higher than for initiatives, with about 60% winning voter endorsement (Cronin
1989: 197). Other countries besides the United States make use of referenda, but
only Switzerland does so with anything close to the same frequency.

The third facet of direct democracy is the recall, which allows voters to start a
process to remove an elected official before his or her term of office expires. Fifteen
states and the District of Columbia have the recall. This institution is generally
less relevant to fiscal issues (though the recent recall of California’s governor was
partly motivated by discontent with his handling of the state budget deficit) and
it will not be discussed further. For the balance of this paper, the focus will be on
state-wide ballot questions and, in particular, on voter initiatives.

Direct democracy has long been controversial. In Ancient Greece, Aristotle
and other philosophers rejected this form of governance because they believed
the average citizen is prone to make rash decisions. The framers of the U.S. Con-
stitution felt the same way, and they intentionally set up a representative system
to assure the careful deliberation of important collective issues. Further, as Marx
famously pointed out in The Eighteenth Brumaire of Louis Napoleon, there is a
historical link between direct democracy and tyranny, with dictators often using
simplistic referenda as a means to secure or renew their power. Despite the fears
and objections, Americans have come to embrace direct democracy as a legitimate
alternative or supplement to other lawmaking institutions.

An odd coalition made up the direct democracy movement in the early days.
In most states, the first proponents were on the Left, and included labour unions
and suffragists. Conservative temperance organizations and religious groups also
took up the cause of direct democracy as a means to circumvent the establishment
or, at a minimum, to force it to pay attention to widely held but out-of-favour
views. This bimodal pattern continues today, with many ballot issues springing

113 New Zealand is the only other country with a similar initiative process, but has only used it twice
(Qvortrup 2001). Switzerland also has a federal initiative process, but only for constitutional
amendments, not for ordinary legislation. Several German lander provide for citizen initiatives,
but they must pass through legislative review first. See Dubois and Feeney (1998: 51-66).

114 A somewhat different type of referendum is the popular referendum, where a group petitions to
have a law already passed by the legislature submitted to the voters for approval.
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from the far sides of the political spectrum. Rightwing issues (tax limitations,
mandatory sentencing, school vouchers) have attracted the most attention, but
leftwing causes (animal rights, medical marijuana use, environmental controls)
also have resonated with the electorate. Elite opinion (political leaders, judges, edi-
torial page writers) tends to reject as simplistic ballot proposals from all quarters.

Citizen initiatives span a range of specific issues and causes. Most are unre-
lated to the public purse, and concern election reform, public morality, business
regulation or other non-financial problems. Over one initiative in four, however,
is about a revenue or tax measure (Tolbert 2001: 43). Also having a fiscal im-
pact are ballot initiatives that affect access to or management of public schools,
health or other social services used by the general population. In 2002, for exam-
ple, Colorado voters rejected and Massachusetts voters approved initiatives that
mandated English language in the classroom. Though not a spending issue per se,
any prohibition on bilingual education implies budget savings or, perhaps, more
resources for other education programs. English-only policies disproportionately
affect low-income students, who are most likely to speak a foreign language at
home, though whether the effect on them is more positive or negative is hotly
debated. Legislative referenda also cover a diverse range of issues that regularly
embrace fiscal affairs. Mandatory questions on proposed state bond issues are very
common. The New York State Constitution since 1846, for example, requires
state-wide voter approval for the incurrence of public debt. Provisions for manda-
tory questions on proposed levying or increases in taxes are found in many state
constitutions, as well (Zimmerman 2001: 26-27, 230).

PRO-POOR FISCAL POLICY

It is not hard to sketch the outlines of fiscal rules and budget systems that serve
the Millennium Goals. A recent British White Paper (2000) defines “pro-poor
policies” as “decisions, programs and processes that put poor people at the centre
of development policy and focus on empowering and enabling poor people to
take charge of their futures.” While this definition is too vague to have operational
meaning, it implies that pro-poor budgets should meet two broad standards.

First, fiscal outcomes ought to work for the have-nots in society, not just
the haves. On the revenue side, taxes should be progressive (based on ability to
pay, with the rich paying a greater share of income) and high enough to pay for
an expansive public sector. Some borrowing is called for, particularly for capital
improvements to schools, hospitals and similar facilities. On the spending side,
pro-poor budget outcomes mean generous funding to run social service programs.
Finally, income and expenditure should be roughly in balance to avoid long-term
credit problems, which might disrupt social services in the future.

The second criterion of a pro-poor fiscal policy is that an inclusive process
exists for establishing tax, debt and expenditure priorities. Recognizing that “the
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poor” is a diverse category, we should observe widespread access to and participa-
tion in fiscal policy. Elites should not dominate budget decisions.

Fiscal Outcomes

To what extent has U.S. direct democracy met the first standard of pro-poor
fiscal policy, that it has egalitarian results? Many successful fiscal initiatives in the
United States are aimed to limit taxes (often to make them more regressive, too)
and cap government spending. These fiscal constraints generally reward the well-
to-do and penalize the working poor and the unemployed, who tend to pay few
taxes while making heavy use of government services. California’s famous Propo-
sition 13 is a case in point. Passed in 1978, this ballot question provides property
tax relief for homeowners — few of whom would classify as low-income. Kut-
tner (1980) called the initiative a “revolt of the haves” in the title of his book on
Proposition 13. Upset by rising property taxes, California voters opted to check
the capacity of local governments to raise revenue, which forced cuts in municipal
services, including schools.

There is not much for socially excluded individuals in this popular law. Propo-
sition 13 encourages local governments to favour retail development, which pro-
duce sales-tax receipts, over other residential or commercial projects, which might
provide housing and jobs but only limited property-tax payments. A key feature of
Proposition 13 allows reassessments to market value only when a property changes
hands, creating an incentive for property owners to sit on real estate they might
otherwise want to sell. Moreover, owners can deed their homes to children or
other close relatives without changing the assessments. Therefore, Proposition 13
rewards established property-owning families at the expense of first-time home-
buyers, who must pay market-rate property taxes. With the supply of new and
used housing artificially restricted, and prices soaring, non-property owners also
have an increasingly difficult challenge breaking into California’s housing market.
Finally, commercial proprietors gain disproportionately from Proposition 13, be-
cause they tend to hold onto their properties for long periods (Schrag 1998).

Populist mythology to the contrary, law-making assemblies are not averse
to restricting taxes or putting a cap on spending. One study finds, however, that
tax and expenditure limitations enacted by state legislatures are apt to be less re-
strictive and contain more loopholes than those passed by citizen initiative (New
2001). Sometimes elected representatives limit taxation to preempt possible peti-
tion drives. For example, when faced with the likelihood that an initiative known as
the Taxpayer Bill of Rights would succeed in the upcoming election, the Colorado
Legislature passed a new statutory expenditure limit in 1991. Another scenario is
for the executive to use the initiative process to discipline or bypass a recalcitrant
legislature. That is what happened in 2000 in Massachusetts, when the Republican
Governor backed a tax-cut initiative (which the voters ultimately approved) after
Democratic legislators balked at similar tax cuts, fearing the repercussion on social
and education expenditures. Such events do not mean that every tax initiative is
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an attack on the poor, or that the body of voters supports every proposal to hinder
government’s taxing authority.

The passage rate for citizen tax initiatives is roughly one in three — about the
same rate as all citizen initiatives. Legislative referenda on revenue issues likewise
have varied results. The Initiative and Referendum Institute (2000: 3-4) reports the
following outcomes from the last Presidential Election year: Tax cutters suffered
some big defeats with voters in Alaska (property tax relief), Colorado (lower taxes
on certain items) and Oregon (allowing for the full deduction of federal income
taxes off your state taxes) choosing not to go along with these changes. However,
these losses are offset by big victories in Massachusetts (reducing income taxes),
South Dakota (abolishing the inheritance tax) and in Washington State (declaring
null and void certain tax or fee increases adopted without voter approval by state
and local governments). The electorate is much more willing to endorse additional
government borrowing than it is to approve tax hikes. In 2002, for example, voters
around the United States approved nearly 86% of bond authorizations considered
on ballots. Two-thirds of the bonds would finance education facilities (Finestone
2002). School construction projects are likely to help reduce poverty, all other
things being equal. But the debt does need to be repaid, so there are opportunity
costs for other pro-poor programs.

Voters are also amenable to greater government spending — though again
without necessarily considering how to pay for it. A good recent example is Cali-
fornia’s After School Education and Safety Program Act (2002). The act, which
had noteworthy support from actor (later Governor) Arnold Schwarzenegger, in-
tends to make after-school programs available to every child in California’s el-
ementary, middle or junior high school. This is clearly a pro-poor outcome, but
since the initiative does not provide any new revenues, funding will have to come
out of other government programs. Poor people may not be net beneficiaries once
these other cutbacks are factored in.

On balance, successful initiatives seem particularly tilted against the poor.
Some of the most striking proof for this assertion comes from Matsusaka’s (1995)
comparison of initiative states and referendum-only states over a 30-year period.
He discovered that initiatives led to significantly lower taxes and spending, after
controlling for other factors. In initiative states, broad-based taxes were lower than
in referendum-only states, while fees for services (such as state college tuition)
were higher. Lascher et al. (1996) also find evidence that initiative states have less
progressive taxation systems than other states. In addition, initiative states spend
less on welfare and public education.” A final adverse outcome from direct budg-
etary participation is its tendency to undermine fiscal discipline. Alt et al. (2001)
report that initiative states have significantly higher public debt than other states.
Unchecked deficit spending has potentially harmful repercussions on all residents,
including the poor.

15 Also see Zax (1989). Camobreco (1998) makes a contrary finding.
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Again, California illustrates the problems. Voters there have taken away
government revenue and mandated new government programs (as the after-school
program mentioned eatlier). The burden of budget cuts must then fall entirely on
the unprotected areas of the budget, which is bound to rile one constituency or
another. Caught it a fiscal squeeze, the state has tried to buy time through extra
borrowing, but the day of financial reckoning must eventually come. California’s
credit rating is currently the lowest of any U.S. state’s — just above “junk bond”
status (Kasler 2003). Were a developing country to follow similar policies, the
international financial institutions would undoubtedly insist that it adopt a struc-
tural adjustment program to bring revenues into line with expenditures.

Inclusive Decision Processes

What about the second criterion of pro-poor fiscal policy, whether economically
disadvantaged persons have an important say in deciding the amounts and purpos-
es of government spending? Again, U.S. direct democracy comes up short. Poor
people are prone to be inactive bystanders in election contests over public finance.
Because they may not be registered to vote, many low- and medium-income adults
are ineligible to sign the petitions that qualify initiatives. We should not roman-
ticize how these qualification drives work, either. As a rule, registered voters are
the targets, not the sources of initiative campaigns. Most qualifying initiatives
originate from an interest group or a wealthy individual — some of whom, such
as George Soros, are actually quite sympathetic to poor people’s issues (Broder
2000). Successful volunteer drives to circulate petitions and gather signatures are
rare. A careful reading of history reveals this is nothing new: No Golden Era of
volunteerism ever existed for the initiative process (Smith and Lubinski 2002).
Special interests and paid experts have always dominated the qualification stages
of ballot questions.

The signature-gathering phase is intended to weed out frivolous proposals. Yet,
individuals sign ballot petitions for many reasons, and their signature need not sig-
nify a favourable opinion about the substance of the request. Many qualification
campaigns try not to describe issues in too much detail. Often, people endorse a
proposed question simply because they think voters ought to have the opportunity
to decide the issue later. Therefore, it is entirely possible for fiscal questions that
enjoy thin or lukewarm support to qualify for the ballot — where they always
have a chance of prevailing due to the vagaries of voters’ behaviour.

Once an initiative has been qualified, or a referendum readied for popular
approval, every citizen must make three important decisions: whether to vote at
all, whether to vote on the ballot question, and how to vote on the question should
he or she choose to answer it. American election turnout is low by international
benchmarks, and people of lower socio-economic status are the most likely to
abstain. According to the U.S. Census Bureau (2000) fewer than four in ten eli-
gible voters living in families whose total income is under $10,000 report voting,
compared with more than 70% of those with a family income over $50,000. Some
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evidence suggests that the presence of propositions on a ballot may give a slight
boost to overall voter turnout (Tolbert et al. 2003). It is doubtful this would have
much effect on the fraction of low-income people registering and showing up on
Election Day, however.

The voting disparity between rich and poor is especially pronounced for initia-
tives and referenda. There is a well-known phenomenon of “voter drop-off” — the
tendency for voters to skip the ballot questions. The drop-off rate runs between
10% and 20% (Magleby 1984: 86). Studies show that voters with lower incomes
are somewhat more likely to behave this way, preferring to vote only for the can-
didates for public office (Cronin 1989: 76-77). The drop-off problem, combined
with skewed voting rates, mean the citizenry does not join equally on deciding
most ballot propositions. It is nonetheless conceivable that the final tally on a
proposition does reflect poor people’s preferences, if the issue cuts across class lines
and the wealthier voters take a stand similar to that of the silent or absent citizens
from the other end of the income distribution. Research suggests this rosy scenario
is rare. For one thing, tax and spending policies produced by ballot questions need
not reflect majority public preferences in the state. The largest part of society often
likes alternative fiscal policies better than the ones endorsed by a majority of voters
(Camobreco 1998). In a study of California propositions, socioeconomic class was
found to affect marginally the likelihood that a voter will end up on the losing side
of a ballot question. Poorer voters fare somewhat worse than wealthier voters do,
though the relationship is too weak to draw firm conclusions (Hajnal et al. 2002).

Understanding the Pattern of Participation

While U.S. reformers of the early 1900s were not primarily concerned with poverty
reduction, they would likely be surprised by how the initiative and referendum
have worked in practice. Citizen involvement in fiscal policy has generally failed
to “soak the rich” or to reduce deficit spending. Nor have ballot questions proven
effective devices for educating and mobilizing low-status individuals to articulate
and defend their main financial and economic concerns. It is hard to avoid the
conclusion that direct democracy as practiced in the United States has an anti-
poor policy bias. No single factor can fully explain why direct democracy has led
to these outcomes, but there are several partial explanations. Here are some pos-
sibilities, in no particular order:

Influence of money: Money is critical in qualifying ballot questions. Most
initiatives never make it through the qualification stage. Between 1988 and 2000
in Oregon, for example, just one in eight volunteer-only initiatives succeeded in be-
coming certified for the ballot. Among the groups for whom money was no obstacle,
however, the success rate in qualifying questions approached 100% (Ellis 2002: 50).
The cost of placing an initiative on the ballot varies depending on the state, but aver-
ages around $1 million in California, the most expensive state (Waters 2003). Poor
people’s organizations may not have deep enough pockets to participate effectively
in the preliminary steps of the initiative process.
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The power of money is even more evident in defeating ballot questions that
have been qualified. As Waters (2003) explains, all the opposition needs to do is
spend substantial sums raising doubt about what the proposition might do, which
prompts the voters to cast a no vote because they want to be cautious. In 1998,
$400 million was spent on ballot measures across the country, much of it for me-
dia and public relations (Engle 2000). Anyone without funds to buy television and
radio time, to pay for direct mailings and phone calls, or to canvass door-to-door
is at a marked disadvantage in getting out a message on a ballot question. For sure,
the high-spending side does not invariably get its way on fiscal or other matters
put to the public. In Oregon in 1996, for instance, the tobacco industry was un-
able to block a cigarette tax increase despite outspending proponents by ten to one
(Gerber 1999: 61). On balance, however, well-heeled groups have a strong edge
in stopping ballot questions they believe will hurt their business or other interests.
Poor citizens tend to be onlookers not participants in these struggles.

Lack of organization: The individualistic goals of populism and progressivism
notwithstanding, we should not expect unorganized amateurs to determine what
questions make it onto the ballot — any more than we should expected amateurs
to control the legislative process. Gerber (1999) dubs the professionalization of
direct democracy the “populist paradox.” In truth, there is nothing illogical or
inconsistent about elites and experts taking over the initiative process. Direct law-
making takes planning, and established groups are in the best position to sponsor
ballot issues and garner support for them. Poor citizens tend to lack organizational
assets that might capitalize on their numbers and offset their financial disadvan-
tage. They are disunited because of language, culture and religion. They no longer
work in large worksites and factories, where they might develop a common aware-
ness or class-consciousness. It is therefore hard to rally them around complicated
fiscal issues. They cannot compete on an even footing with better-led, better-pre-
pared groups.

Uncertainty about the issues: With respect to most political issues and eco-
nomic policies, the average American voter is badly informed. Some evidence sug-
gests that the initiative process may lead to greater general political knowledge
among the electorate (Tolbert et al. 2003). Nonetheless, ballot questions are the
subject of widespread confusion and misunderstanding. Less-educated, lower-in-
come people are the least likely to be familiar with the complex implications of
many specific questions, which adds to their low voting and high drop-off tenden-
cies, discussed earlier. On ballot questions, constituents also have trouble trans-
lating their views into votes, leading many to vote against their intentions. For
example, 60% of Massachusetts voters agreed in principle with a graduated state
personal income tax. But when faced with the actual language of a proposition to
introduce a graduated income tax, support dropped to 43% (Magleby 1984: 116).
Because of education level, a lower-income person probably has a greater likeli-
hood of making this type of mistake.

Confusing language: Contributing to the air of confusion, many ballot ques-
tions are very long and written in technical language. Sometimes the wording is
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ambiguous or deceptive on purpose. Seldom is it obvious what the effect of a
positive or negative vote will be. Like most people, low-income citizens rarely look
carefully at the official brochures provided by government to provide objective
information on ballot questions.

Misleading campaigns: Additional obfuscation comes from the opposing
campaigns, with their pollsters, media experts and political strategists. Adversaries
on a ballot question will distort and simplify, raise peripheral issues and play on
the voters’ prejudices and fears. Voices that seek merely to illuminate and clarify
the issues may be drowned out or ridiculed. To the extent that a poor person relies
on television for political information, he or she is more likely to be taken in by
political advertising.

Economic “irrationality.” Even if poor people were well-informed and they
voted in large numbers, there is no guarantee they would support their “objec-
tive” interests on ballot questions. Voters try to satisfy many values in the voting
booth, not simply to maximize personal income. For example, an overwhelming
number of South Dakotans repealed the state’s inheritance tax, even though just
a handful of wealthy residents ever paid it. The loss in revenue contributed to a
state budget deficit the first year it took effect. Perhaps voters in South Dakota
were motivated by a sense of fair play or by respect for the deceased, rather than
by their own pocketbooks.

Apathy: Low-income Americans often feel powerless and alienated from the
political system. Experience has taught them that politics has no effect on their
lives. Ballot questions do not change these attitudes very much. The barrage of
overstated charges and counter charges on some propositions may conceivably
reinforce a widespread sense of skepticism or indifference about voting.

STRENGTHENING THE VOICE OF THE POOR

There are no easy ways to tinker with the U.S. model of direct democracy to open
it up to persons from the lower income brackets. One seeming solution would be
to impose spending limits or provide public funding to level the field for ballot
measures. At present, most states only require that donations be reported, but
without caps. The difficulty, however, is that any regulation of political spending
would favour the status quo, since it is less expensive to block an initiative than
it is to pass one. Control of political advertising might also violate constitutional
protection of free speech. U.S. experience with campaign finance reform for presi-
dential and congressional elections suggests that private money would probably
find its way back into the initiative and referendum process, anyway.

Another reform that looks good at first glance would be to use the Internet
to qualify ballot questions. The United Nations (2003) has been particularly in-
terested in E-government, but the approach is problematic. On-line petitioning
would obviously help financially strapped groups gather the necessary signatures.
The drawback would be many more propositions cluttering the ballot, introducing
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even more mystification and apathy than exists under the current system. Besides,
poor people are the least likely people to have access to the Internet.

Given these snags, emerging market countries should not look to country-
wide direct democracy as a wonder drug to reduce poverty or stabilize national
fiscal policy. A more reliable approach would be to strengthen the standard repre-
sentative institutions of governance. U.S. state governors have sometimes stood up
on matters of social equity, and the judiciary has occasionally defended marginal-
ized groups by declaring voter-initiated laws too vague or unconstitutional. Even
the legislative branch has proven the better safeguard of poor people’s interests
compared with the initiative process. Legislatures are likely to lean more toward
the poor when they reflect the full range of public opinion. Regular political insti-
tutions could be bolstered through electoral reform (proportional representation,
mandatory voting), campaign finance reform (public funds, spending caps), lob-
bying reform (public disclosure) and term limits. In nations where big disparities
exist in income and social status, however, new rules for representation might not
make much of a difference in poor people’s influence.

The progressives and populists who introduced direct democracy overestimat-
ed the political capacity of individuals. Because better organized groups in society
usually try take advantage of the less organized, real power for the poor depends
on their having strong organizations. The most influential political participation
does not take place one-by-one in the ballot box, but collectively through groups
that speak up for specific constituencies. Solitary people lack the time or expertise
to monitor and intelligently challenge ballot proposals — and ordinary legislation,
too. They need organizational help to assemble and communicate their interests.
The U.S. experience with direct democracy shows what can happen to poor people
who lack effective agents working on their behalf.

Labour unions once fulfilled this advocacy function for lower-income Ameri-
cans. Even today, unions can stop ballot initiatives when they marshal their
members, as occurred with the recent “payroll protection” initiative in California
(Broder 2000). However, union membership is down in the United States, and
unions have not been as active recently in grassroots organizing as they have in the
past. Conditions may be different in some developing or transitional countries
today. Community organizations, charities and churches are other types of organi-
zations that frequently lobby on behalf of the poor — both in the United States
and around the world.

The United Nations (2003) has been encouraging participation of civil soci-
ety in government meetings and workshops. But poor people’s organizations are
likely to have greater success by secking alliances with middle-class groups outside
of government, to identify and promote fiscal programs with broad political ap-
peal. While the give-and-take of pressure group politics is never reliably pro-poor,
societies are unlikely to move toward the Millennium Goals unless there is a wide
coalition of support for anti-poverty policies that includes sympathetic elements of
the middle and upper classes.
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Stable political parties, particularly those with a leftwing ideology and a work-
ing class or peasant membership base, have been another important element in
pro-poor government programs around the world (Moore and Putzel 1999). One
of the incongruities of U.S.-style direct democracy is that it was consciously in-
tended to weaken parties. That is exactly what has happened (though there are
many causal factors, not just direct democracy). The Democrats in particular have
grown fragmented and undisciplined. When U.S. political parties were more
united, propositions did not stand as much of a chance of making it to the ballot.
Politicians saw citizen-enacted legislation as a threat to their control and took steps
to head off ballot questions. Nowadays, party leaders often use the initiative and
referendum process to gain partisan advantage. The poor seem to fare better under
a less directly participatory, but more predicable, partisan system for establishing
budget priorities.

CONCLUSIONS

U.S. direct democracy has not furnished “power to the people” in quite the ways its
original advocates hoped. The privileged few, not the common citizens, have taken
the greatest advantage of these plebiscitary institutions. Resulting fiscal policies have
often been imprudent about balancing government income and expenditure. Popu-
list reformers elsewhere in the world would be advised to come to terms with these
facts ahead of time so they will avoid the mistakes made in the United States.

Responsible and pro-poor citizen participation works best through organiza-
tions, including political parties and membership-based groups. Organizations are
in a better position than individuals are to look at the tradeoffs among taxation, debt
and spending, rather than treating these issues in isolation. When have-nots band
together, they can have more bearing on budget decisions than they can on their
own, trying to make up their minds whether to sign an initiative petition or to vote
yes on a ballot question. Giving each voter a specific say in fiscal matters is no sub-
stitute for collective action. Mainstream representative institutions are usually the
most promising avenues for arriving at prudent, pro-poor budget decisions.
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DISCUSSION OF
“Plebiscites and the public purse:

U.S. experience with direct democracy”
by Goldsmith

Floor Discussion

There was general agreement with the main message of this paper: budgets
produced by direct democracy are not particularly pro-poor. One participant
pointed out that with universal programmes, one obtains a cross-class alliance.
With targeted programmes (welfare), expenditure gets cut. Food subsidies
in Sri Lanka and public pensions in the USA are examples of universal pro-
grammes that have strong support, so are resistant to budget cuts. In contrast,
targeted benefits tend to be cut by voters in direct democracy. In fact, when
food subsidies in Sri Lanka were transformed into a targeted programme,
their value was allowed to deteriorate in real terms. In any case, why should
we expect majority rule to produce a pro-poor outcome? It seems better to
rely on participatory budgeting, which gives voice to the poor, and works
through existing institutions, to produce this outcome. One participant sug-
gested that pro-poor leadership training might also be needed.






Suggestions for Further Readings 111

Suggestions for Further Readings

Berman, Sheri. “Civil society and the collapse of the Weimar Republic”, World Politics
49:3 (April 1997) pp. 401-429. Berman shows how a robust civil society (defined
broadly, following Putnam) helped to undermine German democracy and facilitate
Hitler’s rise to power.

Brinkerhoff, Derick W. and Arthur A. Goldsmith. Macroeconomic Policy, PRSPs, and
Participation. World Bank, Washington, D.C., 2001. http://www.worldbank.org/
participation/web/webfiles/macrosynthesis.htm . Thorough review of issues and liter-
ature related to participation of civil society organizations in macroeconomic policy.

Corrigan, P. and Joyce, P. (1997) Five arguments for deliberative democracy, Political Stud-
ies, 48(5), pp.947-969

Glasius, Matlies. “Civil society: a very brief history”, CCS Briefing No. 1 (Centre for Civil
Society, London School of Economics, London, 2001). Concise yet thorough history
of the varied uses of this term.

Guthrie, D. M. (2003). Engaged Governance: An Institutional Approach to Government-
Community Engagement , A Background Paper. Prepared for and presented at the
United Nations Department of Economic and Social Affairs Interregional Workshop
on “Engaged Governance”. Colombo, Sri Lanka. December 9-11, 2003

Matisonn, Heidi and Jeremy Seekings. “The politics of the basic income grant in South Af-
rica, 1996-2002”, in Guy Standing and Michael Samson (eds), A Basic Income Grant
for South Africa (University of Cape Town Press, Cape Town, South Africa, 2003),
pp-56-76. Describes the participatory process used to promote changes in the South
African budget to accommodate a basic income grant (BIG).

OECD. Citizens as Partmers: OECD Handbook on Information Consultation and Public
Participation in Policy-Making (OECD, Paris, 2001). This detailed guide “takes the
viewpoint of the government [top-down] and asks: How can governments strengthen
their relations with citizens?” (p. 15).

OECD (2001a) Engaging citizens in policy making: Information, consultation and public
participation. PUMA Policy Brief, No. 10

Stiglitz, Joseph E.(2002) Participation and Development: Perspectives from the Comprehen-
sive Development Paradigm. Review of Development Economics. (6). 163-182, 2002

Wampler, Brian. A Guide to Participatory Budgeting. The International Budget Project,
Washington, D.C., October 2000. http://www.internationalbudget.org/resources/li-
brary/GPB.pdf. Balanced description of participatory budgeting in Brazil; highlights

shortcomings of the top-down approach.

Wampler, B. and Avritzer, L. (2004) Participatory Publics: Civil Society and New Institu-
tions in Democratic Brazil. Comparative Politics. Forthcoming.

Wyss, Hanspeter and Alex Widmer. People’s Participation in Macroeconomic Policy-
Making: Swiss Experience, prepared for a World Bank workshop, 3-5 April 2001.
heep://www.worldbank.org/participation/hoferdoc.htm. Useful description and ap-
praisal of the Swiss system of direct democracy and possible applications to Africa
and Latin America.



112 Citizen Participation and Pro-poor Budgeting
Internet Resources

IMF “Poverty Reduction Strategy http://www.imf.org/external/np/prsp/prsp.asp
Papers (PRSP)”

The International Budget Project http://www.internationalbudget.org

OECD “Government-Citizen Rela- http://www.oecd.org/department/
tions” 0,2688,en_2649 34275 1_1_1_1_1,00.html
OMB Watch “Promoting Govern- http://www.ombwatch.org/

ment Accountability & Citizen
Participation”

World Bank “Participation and http://www.worldbank.org/participation/
Civic Engagement”

World Bank “Poverty Reduction http://www.worldbank.org/poverty/strategies/
Strategies and PRSPs”




Contributors 113

Contributors

Deborah A. Bréutigam

Professor Brautigam teaches in the International Development Program, School
of International Service, American University, Washington, D.C. She has a Ph.D.
from Tufts University and a B.A. from Ohio Wesleyan University. She has re-
ceived a Fulbright Senior Regional Research Award for Africa, as well as fellow-
ships from the Council on Foreign Relations and the Woodrow Wilson Interna-
tional Centre for Scholars, and has served as consultant to the United Nations, the
World Bank, and the U.S. Agency for International Development in Cambodia,
Sri Lanka, Egypt and Sub-Saharan Africa. Professor Briutigam is author of Chinese
Aid and African Development: Exporting Green Revolution (1997), Aid Dependence
and Governance (2000), and numerous articles and book chapters on the political
economy of development.

Arthur A. Goldsmith

Arthur A. Goldsmith is professor of management in the University of Massachu-
setts, Boston. Professor Goldsmith’s research interests are international develop-
ment, Africa and international business. He holds a Ph.D. from Cornell Univer-
sity in New York and an M.B.A. from Boston University. Professor Goldsmith is
a senior fellow of the John W. McCormack Institute of Public Affairs, Centre for
Democracy and Development and the author of numerous publications.

Warren Krafchik

Warren Krafchik, a national of South Africa, is Director of the International
Budget Project at the Centre on Budget and Policy Priorities, Washington, D.C.
The project promotes effective participation of civil society organizations in public
budgeting in developing and transition countries. Prior to moving to Washing-
ton, he founded and directed the Budget Information Service at the Institute for
Democracy in South Africa. Warren Krafchik has a master’s degree in macro-eco-
nomics, awarded with distinction, from the University of Cape Town and is the
author of numerous publications on the role of parliament and civil society in the
budget process.

John Loxley

John Loxley is professor of economics at the University of Manitoba, Canada.
The author of several books and numerous articles, Professor Loxley has lived and
worked in Africa as a university professor and economist. He was the first Direc-
tor of the Institute of Finance Management in Tanzania and has served as an



114 Citizen Participation and Pro-poor Budgeting

economic advisor to the governments of Manitoba, Tanzania, Uganda, Mozam-
bique, and Madagascar. Professor Loxley was co-chair of the social justice coali-
tion CHO!CES, which created several provincial and civic alternative budgets in
Canada, and in 1994 held a budget school, sparking the development of a federal
alternative budget.

Larry Willmore

Larry Willmore is research scholar at the International Institute for Applied Sys-
tems Analysis (IIASA) in Laxenburg, Austria. He retired from the United Nations
Secretariat after a career as economic affairs officer that began in Chile in March
of 1978 and ended in New York in June of 2004, with intermediate postings to
Trinidad and Tobago, Mexico and Brazil. Previously he was an economist with
the Canadian Department of Finance and a consultant to the National Planning
Office of the Government of Costa Rica. He holds a Ph.D. in economics from
Carleton University in Ottawa and an M.A. in international affairs from the same
institution. Larry Willmore has contributed to numerous United Nations reports
and has published widely in academic journals, most often on issues related to
globalization and development. His contributions to DESA Discussion Papers ad-
dress policies toward information and communication technology, export process-
ing zones, old-age pension reform and education. They are posted at www.un.org/
esa/papers.htm.












baall a1 Sl e fo J ) S
IS e e et W T ar g as s DL e el WY D e add S
cei b s A e Rt S S e s

o RS Y

BAEEMY AL RS BE NS ELHERE, EO BN RS E HA BRI
BAEMES,

HOW TO OBTAIN UNITED NATIONS PUBLICATIONS

United Nations publications may be obtained from bookstores and distributors throughout the
world. Consult your bookstore or write to: United Nations, Sales Section, New York or Geneva.
COMMENT SE PROCURER LES PUBLICATIONS DES NATIONS UNIES

Les publications des Nations Unies sont en vente dans les librairies et les agences dépositaires
du monde entier. Informez-vous auprés de votre libraire ou adressez-vous & : Nations Unies,
Section des ventes. New York ou Genéve.

KAK TIOJYUUTh U3JAHUSA OPTAHM3IALIMM OBFBLEJIUMHEHHBIX HALIMI

U3spanus Opranuszauun OObenuHeHHsIX Haliil MOXHO KY[IUTh B KHH)KHBIX MarasMHax
W areHTCTBAX BO BCex pailoHax Mupa. HasoanTe cripaBki 00 H30aBHAX B BALIEM KHHKHIOM
Marasule uiau nuumute no aapecy: Opranusauna OObvenuHensnix Hauui, Cekuus no
nponaxe niganui, Huro-Mopk unn XKenesa.

COMO CONSEGUIR PUBLICACIONES DE LAS NACIONES UNIDAS

Las publicaciones de las Naciones Unidas estdn en venta en librerfas y casas distribuidoras en
todas partes del mundo. Consulte a su librero o dirfjase a: Naciones Unidas. Seccion de Ventas.
Nueva York o Ginebra.

Litho in United Nations, New York United Nations publication
04-67521—O0ctober 2005—2,190 Sales No. E.05.1l.H.3
ISBN 92-1-123157-4 ST/ESA/PAD/SER.E/76



Published by the United Nations

ISBN 92-1-123157-4
Sales No: E.05.11.H.3

TROZID M 231571

Jil

04-67521—October 2005—2,190



