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Summary*

We were asked by the Independent Evduation Office to outline political science methods

for assessing the chances of reform implementation in an ex-ante fashion. We agreed to illudrate
how these tools ‘work’ by usng Pakistan as a case study. The recent iterature on IMF-sponsored
reforms points out that successful implementation not only depends on the nature and severity of
the economic crigs and on the desgn of the reforms, but very much adso on the politica
economy of reform politics We have identified the following as <dient political factors for
identifying chances of reform success

the power of sections of the economy and polity that will lose from effective
implementation;

the politicad independence of reformrminded branches of government vis-avis
politicians that depend on popular support;

the inditutiona cgpacity to implement reform;

a high degree of acceptance of the reforms among the maor dsakeholders (the
‘ownership’ factor).

We have designed three tools that help forecast how these factors will develop in the

future. Each tool comprises three dimensions of andysis:

how these factors will devdop after dgning an agreement, given vigble trends in the
immediate past (trend extrapolation);

how these factors would be influenced by an effective reform implementation (impact
andyss);

how other political framework conditions will evolve and what impact this may have for
the reform prospects (scenario building).

The three tools belong to different types of forecasting techniques and thus illustrate the

wide range methods avalable They dso address different combinetions of the four politica
factors. The three tools are summarized below.

! This study was conducted for Independent Evaluation Office (IEO) of the International Monetary Fund (IMF). The
views and conclusions contained within are purely those of the authors and do not necessarily reflect those of the
IEO, or the IMF.
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Tool 1: Stakeholder analysis

This tool forecasts how the politicd druggle over reform will end by assessng the
relative power and influence of the mgor stakeholders and by edtimating how this baance of
power will develop in the future. The three dimendons of andyss could look as follows:

Trend extrapolation involves a close ingpection of: 1) the reform steps undertaken during
and before the negotiation period; 2) the negotiation syle of the government (inclusveness and
trangparency); 3) the degree of ownership of the reform idea among the mgor stakeholders.

Impact analysis estimates how the power base of the actua government (factor 1) and the
relation between civil sarvants and dected politicians (factor 2) will change due to effective
implementation of the reforms and how this in turn influences the probability of continued
implementation in the mid-term.

Scenario building integrates other independent trends (eg. declining power base of a
paty in power) as wdl as unforeseesble events (such as a foreign policy criss) into the
assessment exercise. The scenarios may be ranked by probability.

Tool 2: Institutional analysis

This tool would comprise three different dements of andyss. Institutional mapping
describes the network of inditutions (both governmental and nontgovernmenta and a different
levels) involved in decison meking and reform implementation. The veto power analysis then
determines the relative power and independence of those branches of the bureaucracy that are
able and determined to implement reforms. The capacity assessment would look a levels of
professonalism, recruitment procedures, educational background and motivation in those
branches of government.

Trend extrapolation would take into account actud trends of inditutiona change in
determining the chances of reform implementation. Under the impact analysis, the inditutiond
consequences of the reform programme itsdf and their impact on cgpacity and willingness to
reform can be assessed. The scenario technique could be used to produce different scenarios of
mid-term ingtitutiona change and see how they influence the prospects for economic reform.

Tool 3: Delphi study

Dephi sudies belong to the pool of expert opinion tools. It consss of a least three
rounds of surveys administered by a questionnaire. The experts may adjust their responses in the
second and subsequent rounds after having been informed about the mean answers of the
previous round. We suggest to ask a least 15 experts from think tanks, advisory bodies, the
media, universities efc. to assess a) the prospects for the reforms being implemented given
current political  trends; b) the politica impact of the reforms and how it may affect the
posshility of sustained reform; and c) the probability of various mid-term palitica scenarios and
the chances for sustaining reform under these scenarios.
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One of the comparative advantages of Dephi studies is that the results are not influenced
by opinion leader phenomena. They can be used to quickly assess the congellations of opinions
with regard to specific policy options and the probabilities associsted with different future
developments.

In the concluding section we recommend

= to goply the maximum possible number of tools in order to arive a a solid assessment of
the political feaghility of a programme from different perspectives.

= to gpply the ‘triangulation of methods approach whenever it is necessary to outbaance
different results produced by the different tools. This means to reinterpret results and
search for new evidence until more coherent overal conclusions can be reached;

= to devdop a multi-tier assessment sysem, where the basic tier, streamlined to dl IMF-
supported programmes, would consst in the trend extrapolation and impact assessment
components of dakeholder anayss, inditutiona andysis would represent a second tier,
to be applied to cases where doubts about implementation prospects are higher; a Delphi
sudy, including scenario building, represents the most complex exercise reserved for the
most contested cases,

* to rdy on caeful judgement when deciding to more sysematicdly include politica
factors, taking into account the risks of becoming involved in politicadl and inditutiond
engineering in sovereign nation States.
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2  General background

The debate on the economic adjustment programmes that are conducted under the
guidance and with the financid support of the IMF has many faces. One of the most important
aspects is the discussion about the consegquences and the reasons for reform failure. 1t has been
obsarved repeatedly that the programmes often are not effectivey implemented and that many
countries have become dependent on continued IMF borrowing, a role for which it was not
origindly designed. It is obvious that political factors are important for explaning reform falure
(see the literature cited in Boughton and Mourmouras, 2002, p. 16f.). While the IMF decison
making procedure explicitly takes economic and financid factors into account and
sysematicdly if a reform programme is economicaly sound and feesble, political factors have
not usually been taken into account in such an explicit and systematic way as it is proposed here.
We guess tha this may be due to the fact that politics is conddered an internd matter of the
sovereign member datesin which the Fund officidly has no mandate to intervene.

Snce lending will depend on prospects of effective reform implementation, the IMF
needs to consder how far to take palitica factors that may or may not enhance the prospects for
effective reform explicitly into account when making decisons. This research note ams a
outlining some of the posshilities for assessing these politicd factors in a sysematic and explicit
way. We thus abgract from the content of the reform packages. We neither discuss if they are
desrable and effective from a socid point of view nor whose political interests they serve nor
how the burdens of adjusment are distributed among the population nor the political factors that
may influence IMFlending to particular countries a particular moments. In other words, the
tools we offer am a forecading politicd feeshility, not a evadudaing programmes from a
political point of view.

There is a vadt literature on forecasting in the socid sciences and severd tools have been
developed over the past decades. Most of these instruments appeared either in the context of the
Cold War (such as the various risk assessment techniques for MNCs or the Delphi survey), or the
Oil price shock of the early seventies (such as the scenario technique of Shell) or the revolution
generated by IT technologies (this is the case for various forecasting techniques). Forecasting has
become a busness of its own and severa firms specidise in technology forecasting, in politica
risk analyss, in scenario building etc.

The experiences of the last decades concur in three mgor points that are of relevance for
the present study (cf. Skumanich and Silbernagel, 1997):

a) while accurate prediction may be possble for some aspects of technologicd and
economic development, complexity and contingency make prediction of broader political
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b)

and socid devdopments more difficult. The more technica, mathematicd extragpolation
tools will not be transferable to the analysis of palitica futures;

a combination of tools is most adequate in order to overcome the deficits of a single
approach and maximise the credibility of the forecasting exercise;

al sious forecadting techniques are based, on the one hand, on imagining possble

futures and surprise moments, and on the other hand on a thorough andyss of the past
— the standard tempord domain of the sciences.
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3  Political factors influencing success and
failure of reform:
Lessons from past experience

In this section we review briefly some of the mgor research findings on the politicd
determinants of past success and failure of IMF sponsored economic reforms. We identify four
mgor factors:

= the politicd power basis of an actud government with regpect to the congdlation of
losers and winners of afuture reform;

»  theindependence of reform oriented civil servants vis-a-visthe politicd system;

= the degree of capacity of the relevant government branches to manage the reform process
successully;

= the ownership of the reform by a government and other mgjor stakeholders.

3.1 Basic aspects of the political economy of reform

The findings reflects the importance that nowadays politicd and indtitutional varigbles
are given both in development research and policy (see for example World Bank, 2002). The
unmet expectations of severa development decades have led to focus on the politicd and
inditutiona  environment  that gpparently ructures economic incentives in ways that are
undesrable for sdf-sudaining growth and development. According to the mainstream of
development research, the generd problem may be characterised as change from a dStuation
where economic policy is bascdly domedtic oriented and serves other politicd ends, i.e
securing politicad support of powerful groups when dlocating credit, determining wages and
prices, subsdisng certan sectors, and sdectively erecting bariers to trade and foreign
investment (see Krueger 1974; Grossman and Helpman, 2001), to one where market forces
determine dlocation decisons. Reforming the policy syle in direction of less intervention, more
openness to globa markets and less politicisation entails political costs for the reformers.

Successful  reform  therefore hinges on the political economy of policymaking. It is not
just a matter of fixing a given set of economic policies to achieve short-term stabilisation, but to
manage a ‘dud trangtion’ where economic reform goes hand in hand with sructurd change in
the politicd regime (Nelson, 1994). Supporting such dud trangtions are the object of what has
been termed ‘ second generation’ reformsin international financial and development cooperation.
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The literature describes such political regime changes as answers to crises creasted over
time by the status-quo, both in terms of economics and politics® An adequate understanding of
the dynamics of regime change has to dat from the ingght that the cods of the criss ae
unevenly didributed among the population and therefore adso the willingness to support and
endorse a reform path. Reforms represent a threat to powerfully-placed individuas and groups
who benefit from the rent-seeking arrangements of the dtatus quo. The modd that illustrates the
resulting struggles over change in the perhgps most adequate way is the modd of partisan
politics, where groups try to maximize their expected gains in the bargans over change (Bates,
1994; Husain, 1999). It thus depends on the outcome of these sruggles if reforms can be
successtully implemented and if the reform processis sustained or aborted after the initial steps.

3.2 Four main political factors

What determines the outcome of these politicd sruggles over economic reform? Non
politicd factors, such as timing and speed® of the reforms themsdves or the severity of the
financid crigs will not be reviewed here. Ingtead, we concentrate on genuindy politica factors
and didinguish between four different dements of the politicd economy of reform that are often
subsumed, in the literature, under one single ‘political economy’ vaiable or under the broad
category of reform ‘ownership’ (such as used by Boughton and Mourmouras, 2002). While these
vaiables ae cetanly dosdy interdated among themsdves they nevethdess vay
independently of each other and thus deserve a separate treatment for the purposes of this paper.

1. The success of a reform project depends on the congelation of interests represented in
the actud and posshle future governments, particularly the baance of power between rent-
seeking segments of the economy and society (potentid losers) and potentid  winners from
adjutment such as amdl traders and entrepreneurs, the informa sector or the rura population.
The politicd influence of losars is the more important part of the equation, since they know
immediately what they lose while the expected future gains are harder to discern concretdy. In
the heat of politica druggle, the rent-seeking segments of the business community can wrest the
maximum concessions for ther politicd support of the actud government in times of trouble,
thereby souttling the effectiveness of reform (Bates, 1994; Helman and Kaufmann, 2001;
Havrylyshyn and Odling-Smee, 2000). Thus, understanding the impact of reforms on powerful

2 Haggard and Kaufman, 1992b; Krueger, 1993; Snider, 1996; Sturzenegger and Tommasi, 1998; Williamson, 1994.

% There are several explanations for the timing of reform. According to some, reform occurs simply when the marginal costs of maintaining the

status quo policies outstrips benefits (Przeworski, 1991). For more complicated dynamic models highlighting vicious cycles sseAlesraad
Drazen (1991). However, as some have suggested, aid itself can hamper effective reform by simply removing the incentive for making a hard
choice (Rodrik, 1996).
With regard to speed, some argue that a ‘big bang’ approach worked best so far, since those who represent the status quo (and thus will lose
from reform) are weakest at the point of initiation (Haggard and Kaufman, 1992b). A rapid and comprehensive change makesthe reforms
irreversible. Others challenge this view, arguing that according to past experience, consensus-building measures are better for long-run
prospects and that a gradual approach is therefore recommendable, given that consensus building needs time. In addition, short-term pain may
unseat incumbents quickly, leading to reversals of policy, while gradual reform islikelier to offer ‘safety’ to losers (Rodrik, 1999). Sill others
maintain that this holds true only if losers are already politically organized, while when they are not a quick pace of reform may be more
adequate (Boughton and Mourmouras, 2002).
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politicd actors that can influence government decisons is crucid for explaning success and
failure of economic reforms (Rodrik, 1996).

It is not only the Structure of the ruling codition of parties and their respective power
bass that matters, but rather the more complex congdlaions of both formad and informa
dliances between political forces that keep a government in power. Past experience shows that
governments who built coditions supportive of reform and nurtured the necessary support of
those with an organizational advantage for scuttling reform, such as ‘organized’ labour and the
state bureaucracy, were more successful than governments who relied on a narrower power basis
(see the dtudies cited in Boughton and Mourmouras, 2002, p. 14f.). On the flipsde, successful
leaders of reform have been able to make reforms credible enough to the private sector and
foreign investors so as to make reforms payoff in the short-run for them.

The complexities of dliance politics make a fully fledged quditative sakeholder andyss
necessty in order to determine the possble impact that reform will have on the power
congdlation and therefore on the likelihood of reform success. Econometric studies focusing on
specia interest groups  ‘political  contributions (Adam and O'Condl, 1999; Boughton and
Mourmouras, 2002) or game theoretic models of the interaction of different veto-players within
government (Drazen, 2001) certainly have a heurigic vaue and help to ask the right questions.
However, they are perhaps not context sendtive enough and not empiricdly detailed enough for
the kind of case-specific forecasting purposes we are concerned with in this paper.

2. Of crucid importance is not only the power bass of a government, but aso the
condellation within a government. The success of reforms may aso depend on relations between
technocratic, reform  minded civil servants and politicians,  specificaly the degree of
independence of civil sarvants and their ability to redst politicad pressure. The degree of
insulation of reform oriented sections within a bureaucracy is what seems to matte—and not
insulation of the entire government gpparatus from the surrounding society, as has been the
preoccupation of much of the previous literature (Haggard and Kaufman, 1992b). During the
eighties, insulation was thought by some authors to be fostered by authoritarian regimes. The
uncertainties inherent in partisan, democratic policymaking was wha made ealy observers
advocate authoritarian paths to reform, even if only tectly. Authoritarian regimes ae not
impervious to interest-group competition, however (Wintrobe, 2000),* such that we cannot
deduce the degree of autonomy of key bureauicracies smply from the type of political regime>

* The success of some reformers under authoritarian regimes, such as Korea, Taiwan, Chile, and Ghana, led to the belief that autocraiswere
necessary for creating the insulation for technocracies. Democracies were seen as weak and chaotic. The question of insulation, however, isa
double-edged sword (Haggard and Kaufman, 1992b).

5 This view is confirmed by the contradicting results of studies looking at the relation between successful structural reform and democracy. While
Dollar and Svensson (2000) found that democracy and short tenures of governments is good for structura adjustment programs financed by the
World Bank, Ivanova and others (2001) showed that democracy did not improve the chances of success of IMF supported reform programs.

8
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Rather, we have to underteke a full inditutiona andyss in order to determine the relaive
autonomy of reform minded sections of a bureaucracy. Some dudies have shown quite
convincingly that despite the wishes of presdents technocrats in key minidries and
bureauicracies were able to ‘veto’ reform given contrary interests. Managers of public enterprises
gave wrong information or dragged their feet in the process. On the other hand, key agencies that
oversaw reform programs gave information to pro-reform technocrats, who asked for new
inditutions such as overdght agencies to bypass anti-reformers, leading to  successful
interventions (Williams, 2002). The inditutiond st-up respongble for implementation may thus
be equaly important for successful reform as the more visble power politics addressed under
factor 1.

3. Ancther important factor is the capacity to implement complex reforms in a fast
devdoping internationd and domedic environment. Not dl inditutions are cgpable of
overcoming coordination falure and ensuring adequate information flows. Sometimes reform
agencies are not daffed on a meritocratic basis. Often bureaucracies maximise rents rather than
optimise peformance and sarvice ddivery. It seems that inditutiondised democratic processes
are likdier in this regard to provide the ‘checks and badances againg such behaviour and
therefore to enhance capacity to steer a reform process skilfully (Snider, 1996). Even in such
environments, however, the technocraic cepabilities of carying out effective reform may be
limited and further reduced by a generd weskness of date authorities to have rules and laws
observed. In other words, the success of reforms aso depends on the degree to which
meritocratic and professonad norms, practices (including recruitment practices) and ingitutiond
arrangements mitigate nepotistic and dientdisic norms and practices. Inditutional analyss can
reved the bdance between these two forces and therefore the capacity for reform
implementation in aparticular case.

4. Ancther crucid factor determining the short- and long-term success of reform is
‘owvnership’ by a government and by other politicaly influentid stakeholders (including magor
oppogtion forces). The degree of ownership is one certan predictor for commitment and
therefore dso for success of reforms (Haggard and Kaufman, 1992a; Worldbank, 1998;
Worldbank, 1999; Boughton and Mourmouras, 2002).

Commitment and ownership are likely to be reflected in policy decisons tha have
dready been taken prior to cdls for externa support (Kahler, 1992). Secondly, ownership is aso
expresed by the way in which the reform project is communicated with the wider public. A
consensudly-based gpproach to economic readjustment increases information sharing and alows
for trid and eror process building trus by dlowing give-and-teke. The result is a more
sugtainable reform process because coordination and two-way information flows dlow reformers
and key veto players to adjust drategies to the new political and economic environment. This is
shown by the fact tha newly-eected democraic governments reform more successfully than
most other types, apparently because the broader public participation in the reform process
creates a sense of shared ownership (Dollar and Svensson, 2000) and gives rise to the broad
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politica dliances mentioned under point 1 as one important factor explaining successful reform.
A closdy reated aspect is how the reform is presented to the larger public. Portraying the
reforms as a bitter pill prescribed by the maevolent internationd financid community is
catanly not a dgn of ownership of the reform idea Case sudies show (Boughton and
Mourmouras, 2002) that identification of a reform programme as a home grown policy enhances
reform success. Internd attribution of agency, to use a psychologica terminology, is thus an
important indicator of ownership.

All four factors that we have identified refer to the importance of partisan politics for
reform outcome. The firg factor refers to the politicd congtdlation of losers and winners that a
specific adjustment program may entall and therefore the chances tha the reevant actors will
support it during the following years. Factors 2 and 3 name some inditutiond aspects that
heighten the chances of reforms success and sudtainability. Factor 4 specifies the broader
politicd and ideologicd mechanisms subsumed under the term ‘ownership’ that enhance
successful reforms.

3.3 Three tasks ahead

What methods does contemporary political science offer in order to assess the weight and
relative importance of these factors—and thus the chances of reform success in the future? We
have to disinguish three different aspects of this question. First, we will want to know how
serious the current government is about implementing the reforms currently under negotiation.
One method of prediction is by extrgpolating from current trends. Trend analysis Smply assumes
that the future will represent a logical extenson of past trends, dready visble a the moment of
andyss. Inexorable forces will drive the future in a continuous, reasonably predictable manner,
and one can, therefore, forecast the future by identifying past trends and extrapolating them.

Secondly, we may want to take into account that the reform programme itsdf will change
the politicd congtdlation quite a hit if it is effectivdly implemented. We will thus want to know
what consequences reform implementation will have for sugtaining the reform momentum in the
future. This is usudly done by what is cdled an impact analysis. Impact andyss provides a
ample method for taking into account that in complex environments decisons may have
consequences that are neither intended nor essly foreseen. The technique combines standard
political science interpretation methods in order to project the secondary, tertiary, and higher
order impacts of a gpecific intervention. Results are quditaive in naure, and the technique is
often used to analyse potentiad consequences of projected policy changes by looking a what
impact these policies have for the mgjor stakeholders.

Third, we are aware that other, not reform-related politicd trends and events may dso

have an impact on future reform implementation. And we may want to know what the fate of
reforms will be given various possble trends and events. This aspect is best covered by a

10
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scenario technique. Scenario building is an established tool in politicA forecasting and has, since
the eminent successes achieved with this method by the Shell company, aso gained a firm place
in the arsend of grategic planning instruments of multi-national corporations® It is dso used by
politicd risk analyss companies that produce politica risk ratings of developing countries.”
While the scenario technique has been criticised as being rather obscure and standing on a wesk
soentific bass, cagful use of the tool is cetanly ussful for organistions with long term
planning prospects in uncertain and risky environments where singular politicd events play a
major role®

All the tools will thus have a trend extrgpolation, an impact andyss and a scenario
building component. There is no sngle method which will cover dl the factors mentioned above.
We will design three tools in order to give an idea of the variability of possible approaches. More
could have been added, though not necessarily more interesting and reliable ones. The three tools
demand different research techniques, data bases and competencies. We will illustrate how the
three tools could have been gpplied in the case of the two programmes that Pakistan had
negotiated in 1993 and 1997. We will not actudly offer a complete andyss but indicate the
mgor lines of such an exercise on the bass of the data that the IMF could have gathered in
1992/3 and 1996/7. This is not an easy task because the benefit of hindsght makes us think
differently now that we know what actudly did happen after the political upheavas of 1993 and
1997 compared to when we did nor in 1992/1993 and 1996/1997 respectively. However, for
illugtrative purposes, an ex post facto andyss may adso have its advantages, namely to dlow us
to see what the tools can do and what they cannot. For each episode and tool, we introduce a
Separate section.

6 Cf. van der Hejden, 1997; Ringland, 1998; Lesourne and Sfoffaes, 1996.

" The Political Risk Service Group, to cite awell known example, bases its rating system on a two-step procedure. In afirst step, thethreemost
likely future political regime scenarios are chosen by experts over atime periods of 18 months and five years. For each regime scenario, expert
consultants then establish likely changesin the level of political turmoil and a series of 11 types of government interventions that affect
business climate. On political risk assessment methodol ogies see Campbell et al. (1996); Howell (1994).

® The major advantage of the scenario techniqueisits capacity to integrate individual forecasts on political trends with alternative event chainsin
amanner that still allows for some overview and reduction of complexity by integrating a number of lower-level forecastsinto aseriesof
comprehensive, understandable narratives about how the future might develop. The results can range from highly quantitative to purely
qualitative depending on data basis, purpose and organisation. Although a single scenario can be used for making decisons, the use of aseries
of aternate scenarios allows to take account of the fact that the future can never be projected with certainty, and to determine how appropriate
flexibility can be built into plans and programs.
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4 Tool 1: Stakeholder analysis

Stakeholder andysis represents a method for taking account of the influence that various
individuas and organisations have on future politicadl developments. It identifies those people
and organisations that have a ‘dake in economic reform programmes, andyses the importance
that each individud or group assgn to these programmes and the interests that they have in
implementing, modifying or blocking them; and, mos importantly, determines the rdative
chances that they may influence the course of the reform process.

A dgakeholder andyss manly focuses factors 1, 2 and 4 mentioned in the previous
section. It etimates how the power base of the actua government, the reation between
bureaucrats and dected politicians and ‘ownership’ of the reform programme will develop in the
future, first by extragpolating current trends, secondly by looking at how these factors will change
due to an effective implementation of a dructurd adjustment program, and findly by introducing
different politica scenarios.

4.1 Trend extrapolation

In this fird sep, we amply assume that the future will represent a logicd extenson of
past trends, dready vidble a the moment of andyds. The basc question is whether one can
dready discern a reform movement on which the programme under negotiation could build. We
assume that without such a trend the chances of effective implementation are weaker. Based on
the findings of literature, we think that the following three deveopments al rdating to the
ownership factor gpecified in the previous section, are the best trend indicators currently
avalable

»  Reforms under way: Ongoing reforms of decison making sructures in financid and
economic policy; reforms with regard to the role of the public sector in the economy;
trends in government budgets and the relative openness of the economy, etc., preferably
before the negotigtions with the IMF enter the stage where showing willingness of
reform may be a drategy for achieving a favourable concluson of these negotiaions. If
these indicators amount to a clear trend, we assume that ownership of an IMF sponsored
programme will be high.

»  Decision making style: The way the government has organised the decison making
process may aso be a good indicator for an ownership trend. We assume that including
larger sections of the public in the debate on the necessity and content of the reforms,
such as discussions in public fora, broad consultation mechanisms, publication of reform

12



Political Science Tools for Assessing Feasibility and Sustainability of Reforms

plans a early stages etc., broadens the political dliance for these plans and therefore
heightens the chances for effective implementation after the Sgning of an agreement with
the IMF. Conversdy, secret negotiations with only a minimum of governmenta actors
involved is no sign for an ownership trend.

= Attribution of agency: The syle of arguments that a government and other mgor players
use when communicating with the generd public about the reforms may adso be an
indicator of ownership. A sydemaic monitoring of government communications, both
published and unpublished (such as gpeeches by government representatives), is
necessary in order to arive a a solid trend esimation. A quantitative content anayss of
mgor government publications and newspaper coverage would represent the most
eldborate tool in this context but may go beyond what is feasble given condraints on
time and resources.

4.2 Impact analysis

We assume that the incentive sructures of key actors are modified through effective
implementation of a reform program and that ther political behaviour may change accordingly,
eg. by withdrawing support for a government and causing it to fdl. Such politica impacts may
be crucid for the sudanability of the reform programme itsdf. A government, to give an
example close to the Pakistan case, that depends on the political support of the landed gentry
may not survive effective implementation of a reform programme that introduces effective
taxation of agriculturd income.

Impact andysis would specificaly have to look a

= possble changes in the balance of power between mgor actors within and outsde
government (see the factors 2 and 3 in the previous section) that result from effective
implementation of the adjustment programme;

= the way tha this posshble outcome influences political support for the programme within
and outsde government and therefore the sustainability of programme implementation in
the future.

4.3 Scenario building

Obvioudy, the chances of sustained implementation not only depend on the—intended
and non-intended—consequences of the reform programme itsdf, but on other political trends
and events as wdl, which unfold independently of the reform programme and are related to other
mgor domestic and international political developments. Elections with uncertain outcome, the
decline of popular support for an undemocratic regime, criss in bilaerd reations with
neighbouring countries are typicd examples. Various such trends and events can be combined
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into scenarios, i.e. possble future politicad congelations that will have different consequences
for the various stakeholders and therefore dso modify their stance towards the economic reform
programme. The different scenarios may be ranked by probability.

4.4  Applying the tool to the case of Pakistan: an illustration

A dakeholder andysis in the three steps described above needs a very solid knowledge of
the political Stuation and hisory of a particular country. The andyss would firg focus on the
three trends that we have identified as important indicators of ownership. In a second step, the
impact of the reforms on their own future political feasibility has to be assessed. In a third sep
we will outline some possble lines of a scenaio exercises For dl deps, the politica
developments for 1993 and 1997 will be forecasted in an illudrative, tentative way from the
perspective of the turn of the year 1992/93 and of February 1997 (after the eections).

4.4.1 Stakeholder analysisin 1993

Trend extrapolation I: Reforms under way

Since he came to power in 1990, the government of Nawaz Sharif favoured economic
liberdistion and had dready launched a deregulation programme grengthening the privae
sector. The economy was booming in 1992, reaching a GDP growth rate of 6.4 percent. The
budget deficit was brought down to 6.9 percent from 8.8 percent in 1990/91 but it was dill far
away from the goa set by the IMF of 5.8 percent. The reduction was achieved by cutting down
spending in the education and hedth sectors and by reducing public work programs. There were
no plans to introduce an agricultura tax or to increase tax revenues in generd, both measures
that would have met resstance among the mgor groups supporting the government such as the
Jamoori Ittahad codition (1J) in the Punjab with its important landowners. The Sharif
government also had to cope with attempts a Idamisng the Pakistani economy. This created
some confusion in June 1992, when provisons relaed to interest teking contained in 22 laws
were declared invalid by the Federal Shariat Court (Khan, 1993).

Looking a the measures aready undertaken, the Pakistani government thus seemed to
have the political will to continue the process of reforms a the beginning of 1993. The reduction
of the budget deficit could be taken as a clear Sgn of ownership. The politica basis of the
government & the nationd and provincid levd seemed to provide enough politica strength to
implement further reforms. However, the existing reform trend was clearly sdective and avoided
important areas that would have touched the entrenched interests of groups on whose politicd
support the government depended.
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Trend extrapolation I1: Decision making style

Politicdl decison making was moslly concentrated to the higher echeons of the
government that included the troika of the Prime Minider, the Presdent and the Chief of Army
Saff (COAS). Given the loose dructure of Pakistani parties and the sudden changes in palitical
loydties as reflected in the breskaways from the ruling I1J-codition in 1992, it is doubtful
whether there had been a generd debate within the government about the next steps of the
reforms. It is more likely that these steps were decided upon by the inner circle of a reatively
isolated group of decision-makers and then |eft to the respective minigters to implement.

Despite the politica rivdries, there was, however, an agreement between the man
politica parties about the necessity to continue the reforms. Benazir Bhutto, the leader of the
Pakistan People's paty (PPP), had declared that she would not reverse the process of
privatisation if her paty would come back to power. But during her government, decision
making followed the same principles and was redricted to a very smdl group of advisers. Given
this structure of communication and decison making, a broad ownership of the reform idea had
certainly not yet developed.

Trend extrapolation I1I: Attribution of agency

We lack access to documents written by the Pakistan governments addressing the larger
public (such as press reeases or information brochures) and we consulted the published press to
only a very limited extent. Our impression is that IMFsponsored reforms have been presented as
a hitter pill the country has been forced to swdlow by a powerful outsder. Implicitly and
sometimes explicitly, however, the message was that the pill woud not be consumed as hitter as
it looked a the moment of negotiation, given the apparently wide-spread assumption in the
informed public that lending was politicaly motiveted and the reward for politica dliance with
the US eg. on the Afghan issue. The syle of communication on the reforms thus does not show
sgns of genuine ‘ownership’ by the mgor political forces.

Impact Analysis in 1993

Despite a high degree of public misrust and facing charges of corruption, the government
of prime miniger Nawaz Shaif and the ruling 1J seemed to be firmly in power a the turn of
1993. His paty had a mgority in the Nationd Assembly and strong support in the Senate.
Equdly important, his paty formed pat of the ruling governments of dl four provinces. Some
disntegration of the IJ-codition had taken place in 1992 when smdler parties broke away from
the government but thisis arather common phenomenon in Pakistani politics.

Moreover, Sharif had the confidence and support of the other three mgor power centres in
Pakigtan: the president, the bureaucracy and the armed forces. The support of the latter was bought
dearly: Despite the reduction of the deficit and the financid cut backs in the socid sector, the military
budget increased by more than 11 percent in 1992. The bureaucracy, that is regarded as another
important power centre in Pakistan, seemed to support Sharif’s policies that were not targeted at their
privileges and did not imply a serious limitation of government employment in the power ministries
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or an attempt at reducing ther capacity of sdectively didtributing services, especidly in the financid
sectors where awarding of credits on the basis of patronage was common.

The implementation of the programme would not have affected the power baance
between the army, the presdent and the prime miniger, given the generous trestment of military
expenditures in the proposed agreement. However, the other parts of the politica equation would
have changed quite a bit. Taxation of agricultura incomes one of the cornerstones of the
proposed agreement, would have serioudy reduced the support of the government by the 1JI
codition. The increase of indirect taxes may have heightened public discontent and may have
drengthened oppostion paties. This may even have led to a shift in mgorities in the next
election. Thanks to the agreement between the main parties (see above), this would perhaps not
have stopped the reforms, but certainly heightened the pressure for softening the consequences
for the larger public and taking tax reform back. The independence of the central bank and the
reform of the credit awarding mechanisms would have seriously limited the capacity of
government staff to didribute credits dong the lines of political patronage. It is uncertain in how
far this would have resulted in a broader anti-government codition within the adminigtration. An
indepth andysis of the network of dliances in the financid fidd and the consequences of the
proposed changes would be necessary in order to arive a a solid assessment of the possible
impacts of thereform in this area

In sum, it seems that effective implementation of the reforms would have shaken at least
pat of the politicd bass of the regime and it is doubtful whether it would have survived a
comprehengve enforcement of reformsin the tax and financia sectors.

Scenario Building in 1993

We cannot embark on a fully fledged scenario exercise here but should merely like to
mention some trends and events that would certainly have had to be taken into account in 1993.
Five events immediatdy come to mind: 1) a change in government; 2) a military coup related to
charges of corruption and inefficiency; 3) an escdation of Sunni-Shiite tendons or other loci of
domegtic violence; 4) a cridgs in bilaerd reaions with India; 5) a sudden deterioration of
relations with the US government (linked to the Afghanistan question).

The following trends could have been taken into account: 1) Growing influence and power
of Idamig groups in the politicd arena; and 2) the decline of the integration capacity of the
clientdigt party system and the rise of new political movements based on the urban middle class.

A whole range of economic events (such as oil price shocks) and trends (in the
development of the prices of mgor export products, in GDP development) on which the IMF has
dready a high competence would have to be included in the scenario building exercise. The
result would be a handful of mgor lines of development (that bundle trends and events) with
different probabilities. The implications for reform implementation would then have to be
assessed.
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Conclusion

On the basis of this sketchy andyss, we would have come to the concluson that in 1993
serious doubts about future implementation of the adjusiment programme would have had to be
rased. The decison making codition endordang reform was not broadly built. 1t did not include
larger sections of the public in order to counter-baance the possble loss of support from the
power base of the current regime and from within the adminidration that effective
implementation would have brought about.

This is evidently, merdy an outline of an argument, meant to illustrate the Syle of
reasoning that would be agpplied in a dakeholder andyss. A serious study would have to be
based on a much deeper understanding of issues we barely dluded to and it would need a much
better data bass than the one we had consulted in preparing this note. The same holds true for
the stakeholder andysis for 1997 that now follows.

4.4.2 Stakeholder Analysis in 1997

At the beginning of 1997, the politicadl dtuation showed some gmilaities with early
1993. In November 1996, Presdent Leghari had dismissed the government of Benazir Bhutto on
charges such as adminidrative inefficiency, corruption, continuous violations of law and order,
and nepotism. The dections of February 1997 brought a resounding victory for the Pekistan
Mudim League (PML) of Nawaz Shaif. He won a nearly two third mgority in the Nationd
Assembly. His paty could dso form the government in the Punjab, the most important province,
and was pat of the codition governments in Sindh and the North West Frontier Province
(NWFP) (Syed, 1998). Like in the beginning of 1993, the Sharif government seemed to dispose
of a comfortable politicad mgority. As a consequence of the political turmoil of 1996, the man
opposition paty PPP was weskened, which agan ssemed to drengthen Sharif’s postion. But
given the experience of the 1990s and especidly of 1993, when the country was governed by
five different prime minigers, it was clear that politica sability was not forever and that it could
be eadily replaced by quarrels between the prime minister, the President and the army.

Trend extrapolation I: Reforms under way

The politicad turmoil of 1996 had spilled over to the economy. The government agan
could not overcome the dructurd condraints that Pekistani politics impose on  economic
reforms. no agriculturd taxation was introduced and the military budget rose by another 14
percent in 1996. To increase the revenue base indirect taxes were raised. This led to
demondrations and drikes in various pats of the country agangt risng cods of living. The
protests were headed by different parties and rdigious groups and made it clear that every new
government would face stronger resistance to implement such programmes.

In November 1996, the interim government had reached another agreement with the IMF
to reduce the budget deficit below four percent of GDP in the next fiscd year. The interim
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government undertook several measures to dabilize the shrinking foreign exchange reserves and
to cut down the budget deficit to the 4 percent level. The government even undertook reforms to
increase the tax baser key ordinances were passed in parliament with regard to the taxation of
agriculturd income by the provinces, it undertook important steps in the banking sector such as
giving autonomy to the State Bank of Pakisan to formulate monetary policies, srengthening its
supervison function and power, facilitating loan recovery etc.; it atempted a addressng the
problem of overdaffing by initising a downszing programme for the public sector. On top of
this, the interim government undertook a number of symbolic measures like the closng down of
VIP lounges in the arports in order to demondrate to the public the willingness of the dite to
contribute to the reforms (Tabot, 1998).

Given Shaif’s ealier policy and the commitment he had shown to privatisaion and
deregulation, he seemed to be a rdidble partner for the internationa development community
when he took over the government in February 1997 for the second time. Despite a growing
public oppostion, his government seemed to be committed to pursue a reform path. However,
the frequent breskdown of earlier programmes, illustrated that the commitment of key politicians
as well as the bureaucracy to implement the programmes seemed ill to be low (Husain, 1999).
In addition, most of the reforms (notably with regard to tax issues) were ill in the preparatory,
law making phase and no serious atempt a building up the capacity and enforcement apparatus
was being made.

Trend extrapolation II: Negotiation style

The dructure of politicd decisonrmaking remained the same in 1997 as before.
Negotiations were gill held in secret and there did not even seem to be a thorough debate within
the government about the necessity, genera direction and consequences of the reform
programmes. Decison making was gill limited to a smdl group of paliticians and advisors. Past
agreements with the IMF were kept secret and not even made accessble to the parliament
(Husain, 1999). In contrast to 1993, however, the public was much more aware of the
implications of the reform programmes and every government had to fear that the oppostion
would take protests againgt unpopular reforms to the streets.

Trend extrapolation III: Attribution of agency

Compared to 1993, it seems that the reforms were now even more than before seen as a
necessary evil imposed by the IMF. The IMF was presented in public discourse as a scapegoat
for unpopular reforms. It had become dangerous for any government to present its own policy as
being in line with or beng the result of negotiations with the IMF—the IMF being seen by the
growing Idamig movement as a willing tool in the hands of the archenemy, the US government.
Even for development oriented politicians and technocrats, keeping distance from the IMF and
the reforms in the way they presented themselves to a larger audience had become, so it seems, a
widespread sirategy. Again, aclear sign of lacking ownership.
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Impact Analysis in 1997

Like in 1993, Sharif seemed to have a resounding mgority in Parliament which could be
regarded as an asset for further reforms. However, his power bass had not changed
fundamentally and the impact that the reform programme negotiated in 1997 would have on this
bass was agan mixed. The militay and their demands for high defence budgets were not
srioudy chdlenged by the reform programme; the program foresaw a dight reduction in
defence spending as a share of GDP, but ill envisaged a subgtantia absolute increase over a
three year period. However, like in 1993, effective implementation of the proposed tax system
for agriculture producers would serioudy affect the political baance to the detriment of the
ruling party. The proposed banking reform, especidly the change in bank supervison rules, the
end to patronage recruitment practices, and the proposed privatisation and downsizing of large
sectors of the banking system, together with the general downsizing of the bureaucracy would
certainly have brought key civil servants within the ministries in opposition to the government.

Most importantly perhgps, the impact of reforms on the politics of popular mobilisation
had changed compared to 1993. After the events of 1996, the prospects for political unrest after
the implementation of reform programmes was higher than in 1993. Strikes and protests againgt
the reforms had helped to topple the second Bhutto government. Parts of the private sector were
dill in favour of a privatisation programme but the resstance againg it had become apparent in
the 1996 riots agang the Bhutto government. Moreover, these politicd quards sarted
becoming mixed with rdigious violence and ethnic mobilistion in various parts of the country.
The proposed reform package, which included a de facto freezing of spending on wefare, a
foreseeable end of the heavily subsdized credit schemes in the agriculturd sector and other
edements of the programme would certainly provide enough fud for mobilisng discontent in a
politicaly rdlevant way.

Thus, it seems that the politicd space for implementing reforms had become even
narower than in 1993 and that the government would not politicaly survive an effective
implementation of the negotiated reform package: A reform of the tax sysem was not redidic
given the power bass of Shaif’'s government, the estrangement of parts of the high leve civil
servants and the end to political patronage in the banking and finance sector could prove to be
risky, and the politicad cogts for introducing indirect taxes and reforming the sysem of public
subgdies had risen consderably.

Scenario Building in 1997
The scenario exercise would follow dmilar lines as the one in 1993, with different
probabilities attached to the various events and trends and therefore to the integrating scenarios.

Conclusion

This sketch of a stakeholder andyss for 1997 would result in consderable doubts with
regard to the future prospects of reform implementation. On the one hand, the dected
governments seemed to be politicdly powerful enough and willing to implement a serious
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programme touching core issues such as overdaffing, public subsidies, and most importantly
taxes. On the other hand, effective implementation would again have undermined the power
bass of the regime and serioudy reduced the range of politicad dliance patners on whose
support the government rested. Given that ownership of the reform reman limited to a very
gndl cirde of decison makers within governmet and that public protest againg cutting
subsdies and rasng taxes had become pat of politicd mobilisstion drategies by various
oppostion forces, it seems unlikdy that a new, broadly built dliance for reforms could have
developed in order to compensate for the loss of politicd support that effective implementation
would have entailed.
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5 Tool 2: Institutional analysis

5.1 A three step design of an institutional analysis

Inditutional andyds ams a identifying the ‘rules of the game€ governing a paticular
reform proposd’s implementation. It dlows to predict outcomes given rule governed relaions
among key veto players that are pro- and anti-reform within the rdevant inditutional context
(see the methodology developed by Tsebelis, 2001). We propose athree step anadys's.

The fird sep would consst in an ‘inditutionad mapping’ that identifies ‘agenda setters;
the ‘gate keepers’ the ‘veto players and the sysem of rules that govern ther interaction—both
foomdly and informdly. The exercise goes beyond redrawing officid organisiond charts
because it incdudes every inditution that has a say in reform policy making and implementation,
regardless of inditutional boundaries eg. between minidries or between government and private
organisations (cf. the example of the flow chartsin Orstavik and Nas, 1997).

Secondly, the inditutional maps adlow one to identify the key veto points (cf. Immergut,
1990) where reform could be blocked or accelerated. Actors dtting at these veto points in the
dream of decison meking and implementation can re-interpret a decison dready taken by
redefining the fidd of gpplication (introducing ‘exemptions etc.) or by giving it another
meaning; they can revet a decison by vetoing it formdly; they can block effective
implementation informaly by ignoring the decison, by linking implementation to additiond
conditions, by delaying action eic. The exercise dso allows to discern key inditutiona changes
necessry to prevent coordination and implementation falure by improving informationa flow,
bypassng veto-points through inditutiond change and enhancing transparent implementation as
part of the reform proposas themsdves.

The third step would be to determine the effective capacity of reform implementation. On
the bass of the indtitutiond mapping and veto point anayds we would assess the rdative
autonomy and decison meking power of those branches of the bureaucracy in charge of
implementing an economic adjustment programme. We would assume @) that the chances of a
reform programme are better if implementation is not blocked by veto points beyond the control
of these agencies, b) that depending on the postion of these agencies on the inditutiond map,
incentives for effective reform implementation are higher or lower (they ae higher, to give an
obvious example, if gppointments are not controlled by other inditutiond actors hogile to
reform); c) that chances of implementation are higher when these key agencies are daffed on a
non-paterndigtic and non-clientelistic bas's according to merit criteria Thus, we would dso have
a look a the professond capacity of these agencies, i.e. a the educationd background of the
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daff and thelr exposure to internationa experience, a ther levd of competence in planning,
monitoring, evaluation etc.

Indtitutiona andysis is best suited to address factors 2 and 3 mentioned in section 3, i.e.
the rdative independence of date agencies from political actors and the inditutiond capacity for
reform. As with the other tools, inditutiond andyss may be used as a forecasting instrument in
three different ways We may extrgpolate from exiding inditutiond set ups on the future
chances of effective implementation of reforms (assuming continuity of current trends); we may
dudy the impact of a reform programme on inditutiond set ups and therefore on the
udanability of the reform programme  findly, we may introduce different scenarios of
inditutional change and see how they influence the mid-term prospects for economic reform.

Trend analysis. Given inditutiond anadyss tendency to emphasse continuity, this firgt
dep would manly condst in extrgpolaing the likdihood of reform implementation assuming
continuity of given ingtitutional arrangements and therefore incentives for different actors.

Impact analysis. Impact andyss gives an answer to the quedtion if reform itsdf will
make government ‘better,’ i.e. whether or not the reform cepacity of relevant state agencies will
be strengthened or weskened by the inditutional aspects of the proposed package. The tool
would aso help to gauge the impact a particular set of reforms on other indtitutiona payers with
diverging interests and veto powers. On the bass of a particular inditutiond sructure and a
paticular set of reforms one could anticipate such impacts and eventudly take corrective
measures in the design of an adjustment programme.

Scenario building. Messures againg inditutional falure and backdiding may require the
cregtion of new inditutions, strengthening some and weskening others, and other related changes
in the ‘rules of the game’ Scenario building helps to anticipate what such changes would mean
in terms of dtering the landscape for reform friendly agencies within government in the future.
Here agan, inditutiond mapping with future scenarios may help to identify favourable and
unfavourable patterns of development and to stimulate thinking in terms of policy dternatives
when designing reform plans.

5.2 Applying the tool to the case of Pakistan

This toal is the mog difficult to smulate, given our rather limited knowledge d the inner
workings of the Pekigan government, the different minidries, the banking sysem etc. Such
detailed knowledge is not easly accessble from the outsde and does not usudly appear in a
published form. Even within the government, the process of decison making and the importance
of repective minidries is not very trangparent. In what follows, we give some hints on the lines
adong which such an andyss could proceed. We limit oursdves, given these condraints, on the
first agpect of inditutiond andysis, to extrgpolations from the current Situation.
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5.2.1 Sketch of an analysis for 1993

Institutional mapping of Pakistan

Trying to map the different inditutions that are involved in decison making in the fidd
of economic reforms would involve the very highet echdons of government, induding the
prime-miniger and his advisors, the inner circles of the ruling parties, the different depatments
of the Minigry for Finance, Revenue, Economic Affairs, Planing & Deveopment & Stdidtics,
the leadership of the Centrd Bank, the Nationa Security Council, the four provincid governors
and ther politica advisors (respongble for example for some aspects of income taxation). It is
unclear a this moment which of these inditutions (and others we might not be aware of)
effectivedly would have to be incduded in the map, i.e which ones actudly ae involved in
decison making and implementation. In order to undertake a solid indtitutiond mapping it would
be necessary to have more detailled information about the (forma and informd) rules governing
the relations between these ingtitutions and the decision flows across organisationa boundaries.

Veto point analysis

A full vetlo point andyss would certainly reved tha the inditutional pogdtion of the
government was redricted by two factors inherited from military rule. Fird, the eghth
amendment alowed the indirectly dected presdent to dismiss the directly eected prime minister
and his government. This hgppened for the firs time in 1990 when the government of Benazr
Bhutto was toppled. Secondly, the army was ill the most crucid veto actor that could influence
al government decisons, including economic reform programmes. Although the armed forces
had handed over power to the eected government in 1988, it became clear that no dvilian
government could control the armed forces or the inteligence services (Hussain/Hussain, 1993).
The drength of the armed forces and thelr impact on economic reform programmes is illustrated
by the fact that no government dared to cut down the defence budget in any programme
negotiated with the IMF we are aware of. The veto point andyss would have to reved in how
far these two inditutional actors do indeed represent veto power with regard to the details d an
economic reform programme and in how far they intervene in implementation and enforcement
decisons.

Besdes the amy and the president, the bureaucracy would be another potentid key veto
point on the inditutiond map. Taking into account ther socid background mainly from dlite
families often with landed interests, their motivation to pass through reforms that would curtall
their families privileges (such as de facto tax exemption) gppears to be rather limited. The same
holds true for most members of the Nationd Assembly (MNA) which would (perhaps) aso
gppear as aveto point on the indtitutional map of Pakistan reform politics.

Given the drong representation of landed interests within the bureaucracy and the MNA,

a veto point analysis would eved that it was highly unlikely that any law would be enforced that
would serioudy introduce taxation on agriculturd income. Great parts of the bureaucracy would
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adso not be in favour of privatisstion programmes that would have implied to serioudy cut down
their domains of politica influence.

However, we have no information about the power badance between different minidtries
or different depatments within key minidries and between different factions of the politicd
parties in the MNA and are therefore not in a position to see if this generd statement would have
to be qudified when having a closer look a the actors gtting at crucid veto points within the
bureaucracy and parliament.

Implementation capacity

Here again, we have to limit oursaves to very generd remarks that certainly would have
to be modified by a detaled andyss on the bass of better information. We are dmost certain,
however, that such an andyds would conclude that despite the long tradition of military rule,
Pekistan showed a serious weskness of its law and policy enforcing authorities. Widespread
corruption, neo-patrimonial patronage structures and recruitment procedures explain a least in
part the difficulties in enforcing basc rights and duties in different aress.

Mog minidries use the large discretionary powers that these deficits imply in order to
build up their own network of patronage relationships and therefore enhance their standing in the
dl embracing web of politicd dliances A good example of this is the way that the Centrd
Board of Revenues interprets the myriads of exemptions in tax law on a case to case basis. The
gtuaion in public enterprises and in the banking sector are comparable. Every government
would face the problem of such deficient implementation capacities. This weskness would aso
have an impact on the desgn and interpretation of the reform programmes. The rise of indirect
taxes, to give an example, would be favoured in order to circumvent the enforcement problems
of direct taxation.

A more detaled andyss would perhaps draw a more podtive picture of effective
implementation capacity by having a closer look a different departments within ministries and a
different ministries. However, we fed tha serious doubts about the implementation capacity
with regard to public sector reform, banking sector reform and, above dl, tax reform would be
the unavoidable results even of an in-depth andysis.

Conclusions

While the foregoing analyss is too sketchy to dlow for solid conclusons, we ae
convinced that serious doubts about he implementation prospects of the negotiated agreement of
1993 would have resulted from this exercise in inditutiond analyss. The veto power of a
bureaucracy and parliament where anti-reform interests are clearly important and the week
implementation capacities are perhaps the two most solid conclusions that we could expect from
amore solid study.
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5.2.2 Institutional analysis for 1997

On the basis of the information available to us, we do not see a subgtantid change in the
inditutiona set-up between 1993 and 1997. Inditutiond mapping would therefore have
produced smilar results. With regard to the veto point anadyss, however, it seems that the near
two third mgority gave Shaif for the fird time an opportunity to overcome the conditutional
problem by diminating the parliament as one veto point in the policy process. This would have
enhanced the prospects for reform implementation, freeing the government from the pressure of
the presdent. However, this would perhaps not have heped much to overcome the basic
problem of a lack of capacity and will of large parts of the bureaucracy and politicd €dite to
implement the reforms. The chronic ingability of Pakistani governments would have put hopes
for crcumventing paliamentary blockades to reform processes in perspective. Inditutiona
andyss such as proposed here would help to avoid overestimating the current political
congdlation (which looked better in 1997 than before) and focus on the more stable inditutiond
factorsinfluencing reform prospects in the future.
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6 Tool 3: Delphi study

6.1 The Delphi technique

The Ddphi technique involves initid projections usudly in quantifisble terms, of future
trends and possble events. These initid projections are provided by the organisers of the Delphi
pand in the form of a quedionnaire sent to 10-25 participants. The participants are asked to
edimate the importance of these trends and the likdihood of events A summary of these
edimations (usualy mean responses) are then returned to the participants in the second round of
the procedure. They are asked to either explain their eventua divergence from the mean and/or
to give a new edtimate of trends and likelihood of events. Usudly, opinions are made after three
rounds and no mgor shifts in the mean estimations are to be expected (cf. Hader and Héader,
2000).

The Dephi survey technique is a method for taking advantage of the taent, experience,
and knowledge of a number of experts in a structured manner. It dlows an exchange of divergent
views without direct confrontation and thus avoids the opinion leadership problem—the typica
problem of expert pands where charismatic or powerful leaders emerge whose views are
multiplied through processes of imitation and conformist adoption. The Delphi technique was
origindly developed in the fifties by the Rand Corporation in order to estimate where possble
attacks by the Soviets could take place. Later on, the Rand Corporation used Delphi panels to
foresight technologica and scientific developments over a range of ten to fifty years. Since then,
severd thousand Delphi studies have been conducted and the methodology has been refined
consderably. They are currently considered to represent he most religble forecasting tool in the
socid sciences. It remains to be seen, however, how wdl the tool works in ungable palitical
environments such as in developing countries undergoing far reaching economic reforms. Only
few researchers have used the technique for the andyss of future political trends in such
environments.

Drobnick’s (1984) Delphi on future politica risks to foreign invesments in Canada and
Mexico has a paradigméatic character here. The study comprised five steps. ‘First, the major
long-term nationd issues that Mexico and Canada need to resolve in order to achieve progress
were identified and evauated. Second, trends that depict political-economic change and
domedtic and international events that condtitute, or contribute to, such changes were identified.
Third, the usgfulness of these trends and events as ealy waning sgnds of change in
relationships between society and foreign corporations was evaluated. Fourth, the future vaues
of these trends and the probability of occurrence of these events by the year 2001 were forecast.
Ffth, the potentid inter-reaionships between these events and trends were estimated
(Drobnick, 1984, p. 319).
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Much of this design could aso be used for specificaly assessng the politicd feashility
and sustainability of areform package. The pand would be asked the following questions:

= how they edimate politicad trends in the recent past and how they edimate the
probability, given these trends, that the current government will implement different
packages of reforms effectively (trend extrgpolation);

* how they edimae the possble impacts of different reform packages on the politica
power bases of the regime and on rddive autonomy (and cgpacity) of the implementing
agencies and what consequences these impacts may have for the continuation of the
reforms (impact anaysis);

= wha probabilities they atach to future political trends such as a changing baance of
power between parties or the mobilisation of hitherto politically passve sections of the
population etc.; how likdy certain singular events may occur in the future, and how they
rank combinations of trends and events (scenarios) by probability and impact on reform.®

The experts would, in other words, produce smilar andyds as the one we summarised
under tool 1 (dakeholder andysds), yet in a more formdised way and giving quantitetive
likdihood edtimations for different trends and events. The tool dlows for introducing policy
options such as different phasng and/or combinations of reforms and produces estimations of
implementation chances for each variant.

Crucid for the outcome of Dephi sudies is the compostion of the pand. One mgor
problem is to determine in an ex-ante fashion effective expertise. Some specidist (Rowe & 4.,
1991) recommend to conduct pre-tests with possble participants, asking them questions of
relevance to the specific field in question in order to assure the desired level of competence. We
would recommend such a pre-sdection for a Ddphi on paliticd feashility and sugtainability of
economic reform by asking possble experts quedions on financid reforms in the country in
question.

The Dephi would include the most important politicad andysts and advisors (from
government, think tanks universties, busness associations, the independent press, civil society
etc.) of a country as well as outsde experts with very solid knowledge of the political context.
The experts would have to represent the spectrum of opinion more or less adequatdy. The
Delphi study would synthesse and summarise ther opinions and identify the ‘common ground’,
i.e. the shared undersanding of the probabilities for reform implementation and continuation.
The extent to which the IMF itsdf would be in an adequate position to organise the udy, given
the possble implications of organisng expert rounds on highly sendtive isues that some
governments hesitate to share with awider public, is a question that we do not address here.

° On the combination of Delphi and scenario techniques see Gries (2000).

27



ZEF Discussion Papers on Development Policy 61

6.2. Applying the tool to the case of Pakistan. Outline of a Delphi for 1997

Pakistan disposes of a very good infrastructure of state and private research inditutions,

independent newspapers, NGOs and business organisations from which experts for a Delphi
sudy could have been drawn. For illugtrative purposes, we have prepared a list of questions that
a Ddphi study could have covered in 1997. They are again grouped dong the three dimensions
of trend extrgpolation, impact analysis and scenario building:

28

How do experts evauate the recent reform trends (in terms of robustness, irrevershility,
credibility etc) in the fidd of agriculturd taxation, banking reform, public sector
downszing, privatisaion etc; how they think that ownership of the reforms has
developed recently within the government and beyond; what the probability of reform
implementation would be extrgpolating from these trends, how different variants of the
reform package will actudly change the probability of implementation.

How experts estimate the politicd dependence of the actud government from agricultura
interess, how effective taxation of agriculturd income would change the politicd
dliance dructure of the actua government and its chances of politicad survivd; how
experts estimate the politica importance of nontbusiness based credit transactions in the
date banking sector; how chances of implementing reforms in this sector would impact
on the power bads of the government and the chances that it will continue to implement
reforms,; etc.

How important and redisic do experts judge mid-term trends such as the growing
importance of Idamic movements and parties, the risng tensons between Sunnites and
Shiites, the growing engagement of Pekigan in the Afghan war with different
implications for domedtic politics; the growing tensons with India over the Kashmir
issue; etc. What probabilities do experts attach to events such as new eections with the
oppostion party winning; an army coup againg the ‘corrupt’ government; a breek of the
dliance with the US over Afghanigan politics, etc. How would experts rank different
scenarios (combined trends and events such as proposed by the organisers of the survey)
by probability?
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7  Conclusions and recommendations

Obvioudy, the three tools for assessng the politicad feashility and sudanability of
reforms differ in various aspects. Fird, they demand different types of expertise knowledge,
datas and organisationd set-ups. Secondly, they address different factors Stakeholder andyss
looks a the power bases of government, a the independence of reform minded bureaucracies
and & ownership. Delphi sudies address dl four factors identified as crucid for effective
implementation. Inditutiona andyss looks a the independence of bureaucracy and reform
capacity. Third, the three tools produce different pictures of the same political redity.
Stakeholder andyss emphases the importance of the volatile congtdlations of power between
important actors while inditutiond andyss focuses on the more dable aspects and the inner
workings of the government machinery. Most importantly, the tools may aso produce different
results.

The first step of the stakeholder andyss for 1997 (andyss of reforms under way) and the
veto point andyss for the same year, to give an example, would have resulted in a much better
prognoss for reform implementation in Pekistan than the other steps of the andyss. It may
sound like a truism to date that the choice of the tools seems to be of crucid importance for the
outcome of the exercise. It is therefore important to include as many steps of the individud tools
and as many tools as possible n the exercise in order to catch as many aspects of politica redity

aspossible.

The conflicting results of different steps or different tools have then to be outbaanced by
what is cdled the ‘triangulation of methods: The individud deps of andyds are repeated,
looking for erors of interpretation or new evidence that dlows for a modification of the
conclusions. This is repeated as long as necessary in order to arive a a reasonably coherent
overdl assessment of the prospects for future reform. It may adso be, however, that no such
integration can be achieved. In this case, ‘good judgement’ has to decide between different
conclusions.

However, this triangulation procedure represents an ided case that may be difficult to
redise outsde the world of pure research. Time and political condraints are important for an
organisation like the IMF. The choice of tools may therefore aso be determined by other
condderations than congstency and vdidity of results. More precisdly, it may depend on

= the nature of past experience with a country, i.e. the importance given to the different
political factors responsible for backdiding. If power politics by specid interest groups is
more important than inditutional capacity, the assessment of politicd feashility should
ry on a dakeholder andyss raher than on inditutiond andyss. Where doubts about
indtitutiona capacity seem to be judtified, indtitutiona analysis may be preferred.
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= The chaacterigics of the politicd sysem in quesion. Stakeholder andyss is
recommendable in politicdly volaile dStuations with fast changing inditutiond sat-ups
(Russa é&fter the collgpse of the Soviet Union is a case in point). An inditutiona
andyss, by contrast, only makes sense in redivey dable politicadl sysems where
indtitutiona rules of the politica game are respected.

= The naure of avalable knowledge. A Dedphi sudy is ided in dtuations where in-house
knowledge is low andlor experts disagree widdy. The other two tools demand
considerable professond capacities by those undertaking the analyss (be it in-house or
by consultants).

= The political sengtivity of the reform package. If a government dlows for open debate
and makes reform plans public, a Delphi study (the politically most sendtive tool) may
be feasble. An inditutiond andyss requires dso rather sendtive information and may
be seen by patner governments as an intruson into their domestic affairs. Stakeholder
andysisis dearly the least sengtive tool discussed here.

We would recommend to develop a multi-tier assessment procedure that takes these
points into account. The lowest tier would condst of the easest to do, least paliticdly sendtive
and least context dependent tool. Clearly, this would be a stakeholder andyss, comprisng trend
extrgpolation (focussng on ownership factors) and impact andyss. This tool could, after
thorough testing in a good number of cases, be mainstreamed to the assessment procedures of dl
Fund-supported programmes.

The second tier would condst of the inditutiond mapping exercise, more precisdy the
trend extrgpolation part of it. It demands more sengdtive information and aso research capacities
going beyond what a dekeholder andyss needs. Given the volatile politica context in many
reforming countries, it perhaps makes sensein fewer cases than the stakeholder analysis.

The third tier could be composed of the scenario building exercise of the stakeholder and
inditutiona analyss which would dso be needed as an input to the Delphi sudy. The Dephi
dudy itsdf is the mogt politically sendtive and the most codtly in terms of organisationd efforts
and time needed. It can produce very reigble results, on the other hand.

Depending on the systemic importance of a case and the doubts about implementation,
the more complex and sendtive second and third tier tools could be gpplied. The following table
illugtrates this idea, the darker shaded boxes representing the higher tiers of the assessment
sysem.
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Dimension of Tool

analysis
Stakeholder analysis Institutional analysis Delphi study (addresses
(addresses power base, | (addresses all factors)
independence and independence and
ownership factors) capacity factors)

Trend Reforms under way Institutional mapping

extrapolation

Decision making style Veto point analysis

Attribution of agency Capacity assessment

Impact analysis | Impact on power
balance

Scenario
building

It seems obvious that taking political factors into account in such a systematic way brings
in a range of very contested issues, such as how far the IMF should and could enter into political
and inditutional assessment exercises. It certainly demands a good ded of careful judgement by
the IMF to determine how far the Fund wants to follow the direction of politicd fesshility
congderations that we have outlined here. Should this be the case, we believe that using the tools
outlined in this paper would represent an adequate firs step in a learning process that will
certainly demand much time and indtitutiond energy.
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