39031LN0Y

a GlassHouse book

GOVERNANCE THROUGH
DEVELOPMENT

Poverty Reduction Strategies, International
Law and the Disciplining of Third World States



Governance through
Development

Poverty Reduction Strategies, International Law
and the Disciplining of Third World States

Celine Tan
’lh, R TR ’1 Y,‘:,‘:W
10 > 1
fljh)\’"!“; J tl b
=4 Ny
AR R
endiigs
% Routledge
Taylor & Francis Group

a GlassHouse book



First published 2011
by Routledge
2 Park Square, Milton Park, Abingdon, Oxon, OX14 4RN

Simultaneously published in the USA and Canada
by Routledge
270 Madison Avenue, New York, NY 10016

A GlassHouse book
Routledge is an imprint of the Taylor & Francis Group, an informa business
© 2011 Celine Tan

The right of Celine Tan to be identified as author of this work has been
asserted by her in accordance with sections 77 and 78 of the Copyright,
Designs and Patents Act |1988.

Typeset in Baskerville by Taylor & Francis Books
Printed and bound in Great Britain by CPl Antony Rowe, Chippenham,
Wiltshire

All rights reserved. No part of this book may be reprinted or reproduced or
utilised in any form or by any electronic, mechanical, or other means, now
known or hereafter invented, including photocopying and recording, or in any
information storage or retrieval system, without permission in writing from
the publishers.

British Library Cataloguing in Publication Data
A catalogue record for this book is available from the British Library

Library of Congress Cataloguing in Publication Data
Tan, Celine.

Governance through development : poverty reduction strategies,
international law and the disciplining of third world states / Celine Tan.

p. cm.

Includes bibliographical references.

|. Poverty—Government policy—Developing countries. 2. Economic
assistance—Developing countries—Management. 3. Law and economic
development. |. Title.

HC59.72.P6T36 201 |

338.009172'4—dc22

2010050841

ISBN13: 978-0-415-49554-7 (hbk)
ISBN|3: 978-0-203-83458-9 (ebk)



Governance through Development

Governance  through Development locates the Poverty Reduction Strategy Paper
(PRSP) framework within the broader context of international law and global
governance, exploring its impact on third world state engagement with the
global political economy and the international regulatory norms and institutions
which support it. The PRSP framework has replaced the controversial structural
adjustment programmes as the primary mechanism through which official
development financing is channelled to low-income developing countries. It has
changed the regulatory landscape of international development financing, sig-
nalling a wider paradigmatic shift in the cartography of aid and, consequently,
in the nature of north—south relations. Governance through Development documents
and analyses this change within the legacy of postcolonial economic relations,
revealing the wider legal, economic and geo-political significance of the PRSP
framework. Celine Tan argues that the PRSP framework establishes a new reg-
ulatory regime that builds upon the disciplinary project of structural adjustment
by embedding neoliberal economic conditionalities within a regime of domestic
governance and public policy reform.

The book will be of interest to scholars, researchers and students of law,
political science and international relations, sociology and development studies.

Celine Tan is Lecturer in Law at the University of Birmingham. Her research
explores aspects of international economic law and regulation, focusing on the
intersections between law, policy and governance, and the development impacts
of global economic governance. She is co-editor with Julio Faundez of International
Law, FEconomic Globalization and Developing Countries.



Law, development and globalization
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A note on terminology

I PRSP, PRS and PRSP framework

In this book, the term ‘Poverty Reduction Strategy Paper’ (PRSP) will be used to
refer to the document which is the outcome of the ‘Poverty Reduction Strategy’
(PRS) process. The terms ‘PRSP framework’, ‘PRSP project’” or ‘PRSP initiative’
will be used to refer to the PRSP operational framework as a whole,
including the PRS process, the PRSP evaluation, PRSP-related financing
instruments, etc.

2 World Bank and IDA

The term ‘World Bank’ is commonly used to refer collectively to both the
International Bank for Reconstruction and Development (IBRD), the original
‘World Bank’ set up in 1944 at the Bretton Woods conference in New Hamp-
shire, as well as the International Development Association (IDA), the World
Bank’s concessional financing arm, established in 1960. Unless otherwise stated,
the term will be similarly utilised here.

The World Bank Group consists of the IBRD, the IDA, the International
Finance Corporation (IFC) (established in 1956), the Multilateral Investment
Guarantee Agency (MIGA) (established in 1985) and the International Centre
for the Settlement of Investment Disputes (ICSID) (set up in 1966).

3 Development financing and aid, donors and recipients

The term ‘development financing’ is generally used to refer to all forms of
financing for economic development purposes, commercial or otherwise, and
undertaken both by the private and the public sectors. This book uses the term
‘development financing’ to refer to what is commonly known as ‘development
aid’ or formally classified as ‘official development assistance’ (ODA).

The OECD Development Assistance Committee (DAC) classifies ODA as
transfers from donor countries to recipient countries or multilateral institutions,
such as the World Bank or regional development banks or UN agencies. In
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order for transfers — financial or in the form of ‘technical assistance’ — to be
classified as ODA, they must:

be undertaken by the official sector;

have economic development and welfare as their main objectives;

be provided on a concessional basis, through outright grants, debt relief or
loans with a 25 per cent grant element.

Sometimes, for the sake of brevity or in reference to an external source, the term
‘aid” will be used instead of ‘development financing’, but I recognise the ana-
chronism of the term and its connotations. It will normally be used to denote the
asymmetrical nature of the financing relationship between the disbursers of aid
(*donors’ or ‘financiers’) and the parties in receipt of it (‘recipients’ or ‘clients’).

4 Third world, developing countries, north and south

While the term ‘third world” has been characterised in various quarters as
anachronistic in today’s global context, and has been discarded in favour of the
geographically attributed ‘north/south’ terminology, many scholars and activists
from the developing countries have retained its usage as a continuing form of
resistance to hegemonic attempts to disperse the collective voice and organising
unity of third world states and third world peoples. As Chimni has argued, ‘once
the common history of subjection to colonialism, and/or the continuing under-
development and marginalization of countries in Asia, Africa and Latin America
is attached sufficient significance the category “third world” assumes life’
(Chimni, 2003: 49).

The term has particular resonance for third world legal scholars for whom the
uniformity in application of international law has had the effect of aggregating
the structural iniquities which continue to characterise the developing world’s
engagement with the international legal order (see discussion in Chapter 2).
Again, as argued by Chimni, the category of the ‘third world’ is ‘crucial to
organizing and offering collective resistance to hegemonic policies’ and ‘reflects a
level of unity imagined and constituted in ways which would enable resistance to
a range of practices which systematically disadvantage and subordinate an
otherwise diverse group of people’ (ibid.).

In this book, the term ‘third world” will be used interchangeably with the term
‘developing countries’ and with the occasional reference to the terms ‘north’ and
‘south’; but again recognising some negative associations of the use of such
terms.

5 Low-income countries

Low-income countries are defined as countries with a per capita income of less
than US$1,135 a year (as of 2010). These are the countries eligible to borrow
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from the IDA, the concessional lending arm of the World Bank. The term is
used in this book technically rather than normatively.

6 Policy-based versus project financing

Policy-based lending is discussed in detail in Chapter 4, but, generally, policy-
based or programmatic lending differs from ‘investment lending’ — financing for
a specific project — in that it provides balance of payments support to countries
in exchange for a programme of economic reform, either at the national or
sectoral level.
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