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Description

Government budgets are central to planning and managing the country’s economic activities and are important policy tools with profound
implications for poverty reduction and social equity. International experience suggests that civic engagement can contribute to
government accountability and leads to integration of a pro-poor perspective into the budget. The captioned regional technical assistance
(RETA) was designed to create the enabling environment for participatory budgeting in local government by building on global best
practices of civil society work. Participatory budgeting provides citizens with the opportunity to influence and help make budget decisions.
The RETA was implemented to increase civil society participation in local budgeting practices in Indonesia, the Republic of the Marshall
Islands (RMI), and Pakistan. The TA project began in October 2005 and was completed in June 2006. The RETA piloted applied
budgeting in different contexts and shared lessons learned for other organizations and stakeholders seeking to increase participation and
transparency in budgeting. The countries were selected because of their varying degrees and experience with decentralization.

Expected Impact, Outcome and Outputs

The goal of the RETA was to achieve “Improvement of quality of public service delivery” in selected sites and the purpose was “to
enhance civil society’s awareness of resource allocation and the budgeting process and their actual involvement in the budget decision
making process. Through civic, informed and constructive engagement, public service delivery will be more responsive to the poor.”
Noting the limited access to public service delivery as a key problem identified in poverty assessments, the outputs of the TA, included:
(i) agreed participatory budgeting strategies; (ii) training materials on budget literacy and practical budget work; (iii) conducting twelve
regional capacity development workshops; (iv) organizing local budget forums to develop the principles and practices of budget work in
local governments; (v) action plans for the pilot local governments on how to replicate participatory budgeting approaches.

Delivery of Inputs and Conduct of Activities

A total of 33 person-months of international and domestic expert services were utilized, of which 32 person-months were provided by an

international consulting firm. The contract negotiations for the RETA were protracted due to difficulties in finding a suitable international

nongovernmental organization (NGO) as required by RETA design. Fielding of consultants was also delayed due to the transfer of project
officer; and the time it took to designate the new project officer.

The original TOR included Sri Lanka, which was later replaced by the RMI as Sri Lanka launched a number of similar projects in the time

between the fact-finding mission and award of the contract. The number of pilots was rationalized in both Pakistan and Indonesia to

maximize the use of limited inputs in light of the budget and where RETA ownership was clearly demonstrated. Some of the innovations
and refinements made during the implementation process:

a) The program was modified to disseminate the FY06 budget. Given the varying budget cycles in the respective countries, the RETA
adopted a flexible approach. In Indonesia, the fiscal year runs January—December, which meant that the draft FYO7 budget was not
yet available. In RMI and Pakistan, the draft budget should have already been presented to the Cabinet/local council, but preparation
was behind schedule in both countries.

b) The trainings highlighted a number of important issues that led to the refinement of the TA outputs and capacity development
approaches. For instance, the capacity assessment of civil society organizations (CSOs) led to simplified budget trainings.

c) A broad definition of CSOs was used, including not only (NGOs) but also grassroots organizations, such as, churches and parent-
teacher associations, as well as private sector associations and journalists.

d) During the budget forums, budget based discussions were considered to be less effective than presentations of the budget by sector.
This allowed for more in-depth discussion of line items as well as the link between budget outputs and resource inputs.

Given that the pilots were selected on the basis of relative ownership, the implementing local governments were forthcoming and

provided maximum support in terms of staff time, logistical resources and participation in policy dialogue. The consultants’ performance

was also satisfactory and the team leader was an appropriate choice given her skills and prior experience in South and Southeast Asia.

Evaluation of Outputs and Achievement of Outcome

Reports generated included the inception report, two progress reports, and a final report. In addition, a number of knowledge products
were produced including budget training manuals for each of the countries, and a publication documenting the experiences and lessons
learned in the three countries. Key outputs included:

Development of Budget Training Manuals. These manuals were used in a series of training workshops to transfer knowledge of the
budget process and analysis and advocacy techniques to members of the public in each country. In addition, training was extended to
members of the local parliaments in Indonesia and Pakistan.

Capacity Building Workshops. (a) Civil Society Organization Training — A total of 5 CSO trainings were held in the RMI, 2 in Indonesia,
and 2 in Pakistan; (b) Local Parliamentarian Training — One training session for the local parliament of Kebumen, Central Java, was held
with a total of 22 local legislators and seven members of the Local Parliament Secretariat participating. The training was modified to
emphasize the role of the legislature in budgetary oversight.
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Budget Forums. Public-private budget forums were held to demonstrate to officials and the public what a consultation process during
the planning stages of the budget might look like for future replication. CSOs who had already participated in the budget literacy trainings
were invited to attend where government officials presented the annual budget.

Action Planning for Future Replication — In each country, representatives from government (executive and legislative) and civil society
who had been actively involved in the project were invited to national-level conferences to share their experiences. In addition, they were
asked to make public commitments on how they intended to institutionalize public participation in budgeting. Action plans specific to the
pilot countries were drafted and donors were invited to provide possible support.

Publication: Under RETA, a final publication was produced namely Fostering Public Participation in Budget-making, documenting
experiences, successes, and challenges of pilot testing participatory budgeting at the local level in three countries.

The outputs under RETA were achieved in the limited timeframe and given the delays in consultant selection, the RETA was
implemented efficiently. The quality of outputs was satisfactory and found useful by the clients i.e. national stakeholders. There was
widespread demand for the final publication and it was re-printed under the RETA. Similarly, all the locally translated versions of final
report were disseminated after the demand for such guidance was ascertained during RETA implementation.

The RETA sponsored notable institutional changes in the three countries. In the RMI, the national government has agreed to make
budget documents available to the public in electronic and printed versions. The President’s Office renewed its commitment to rolling out
performance-based budgeting so that citizens can disaggregate current expenditures from development expenditures. In addition, the
Public Accounts Committee of the national Parliament, responsible for monitoring of government expenditure, began meeting again after
a lapse of six years as a result of media coverage of the project. In Indonesia, the local governments of both pilot sites publicly committed
to continuing public dissemination and consultation of the draft budget in the future, along the lines of the activities conducted under the
project. Local budgets will be made available to the public through a variety of media. In addition, NGOs involved in the pilot project have
developed consortiums specifically to work on budget issues. Since the conclusion of RETA activities, those consortiums have initiated
partnerships with the local governments without support from the RETA consultants. In Pakistan, the project highlighted discrepancies in
the implementation of the Punjab Province’s budget rules which meant that not only were average citizens not involved in the budgeting
process, but even elected representatives were not being consulted as envisioned in the decentralization regulations. As a result of
activities under the project, the local government heads have committed to implement a number of public consultation provisions under
the Budget Rules including public hearings, presentation of the draft budget to local councils, and the publication of taxation proposals.

Overall Assessment and Rating

The pilot initiatives were highly successful since they provided significant opportunities for replicating applied budgeting work in the 3
countries. The implementation of pilots led to increased commitments by the executive and legislative branches to follow Budget Rules
improve internal processes and solicit civil society input for budgeting. On the part of CSOs, the pilot initiatives provided increased
understanding of government’s role and function. The RETA may also be rated highly successful In terms of sustainability. In Indonesia
pilot projects will receive external support to sustain RETA activities; and local governments and CS demonstrated capacity to implement
continued budget dialogues. In Pakistan, efforts to implement the budget rules have been picked up by bilateral development partners in
their support for devolution. However, efforts to strengthen the capacity of CSOs to engage in independent analysis and advocacy will
require long-term support. In the RMI, the high-level commitment made at the final conference makes it likely that—at least, in terms of
access to information—reforms will be carried out. CSOs in the RMI showed high levels of motivation to continue this work, but will be
severely constrained in pursuing budget literacy and outreach efforts in the absence of future donor support.

Major Lessons (if any)

Future TAs must consider the following in the design phases: (i) Focus on efforts on areas with a legal framework supportive of public
consultation and where heads of local governments are willing to take a leadership role. Participatory budgeting requires considerable
political will; (ii) RETA implementation showed that working with the local legislature was also important for success. In most cases,
legislators had capacity almost as weak as civil society actors to demand access to the budget and/or to give sufficient consideration to
budget provisions; (iii) the capacity development of CSOs is essential to develop budget literacy campaigns and nurture networks for
successful advocacy. Further, implementation of complex TAs that deal with institutional culture require a longer cycle so as to ensure
that at least two annual budget cycles are covered. Lastly, ambitious targets of covering maximum number of local governments and
countries were difficult to achieve.

Recommendations and Follow-Up Actions

The success of the pilots with limited investments calls for continued support by ADB for similar activities. Budgeting initiatives were
shown to support broader financial management and budget formulation reforms that the ADB may be implementing through loans and
TA. Increased involvement by civil society, while perhaps not immediately showing changes in budget allocations that affect the poor,
clearly have the potential to contribute to strengthened democratic dialogue and improved governance. Efforts in Pakistan and Indonesia
to allow citizens to directly allocate development funds during the annual budget planning were found to be ineffective in both countries
due to political resistance, fiscal constraints, and low capacity. Budgetary support programs financed by ADB need to incorporate this
lesson for effective risk management. The institutionalization of the budget consultation piloted under the project will require sustained TA
in all countries. In Pakistan, the province resource management programs could use some of the lessons learned and design TA for local
governments at lower levels and to enhance the capacities of budget and finance officers at the local government levels to fully
implement the budget rules. In Indonesia, local governments and NGOs in both sites are approaching a variety of development partners
for support to increase budget literacy at the sub-district level and defray the costs of future budget hearings. In the RMI, the Parliament
has requested future TA so that the Public Accounts Committee can successfully carry out its role. In addition, significant support may be
considered to assist the Marshallese NGOs to continue budget literacy campaigns and engage in budget analysis and monitoring on an
ongoing basis. It is well known that increased engagement by civil society in the budgeting process results in better resource-
management by encouraging more efficient use of revenues and design of pro-poor interventions.
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