PSIA Seminar Series: Meeting 1

Introduction and Rwanda PSIA 

After an introduction from Lucia Hanmer (IFID) and Barbara Hendrie (APD) on the origins of PSIA, the meeting turned to the Rwanda PSIA.  Peter Dearden (AGHD) outlined the policy context and John McKinnon and Anne Thompson (two of the authors of the Rwanda PSIA work) outlined the PSIA findings on the balance between macroeconomic stability and poverty-reducing/growth-enhancing public expenditure.    

The main theme in the ensuing discussion was whether this subject area is too broad or too ambitious for a PSIA.   
· In some senses it was agreed that this is not a ‘normal’ PSIA in that it is very broad ranging, covering the whole of the economy and attempting to address macro and micro concerns in a single study.  Other PSIAs have focused on single policy areas such as water sector reform. 

· Studies like the Rwanda PSIA will require more than the allotted 40 days to carry out successfully.  However, future studies will still need to work in ‘real policy time’. 

· However, there was strong feeling from INGOs present that this work is extremely important for their country partners and that it is the fundamental question for research to target.  

· In addition, DFID Rwanda pointed out that this study was chosen by the GoRwanda to feed into their PRGF negotiations with the IMF and was intended to add another voice to the debate.  This piece of work will now feed informally into the PRGF negotiations.  
· The authors agreed that there was a need to put all the issues on the table in the negotiations with the IMF and in that sense the study had to be wide ranging.  However, it will be difficult for a report like this to achieve consensus.  
On methodology and data, there was a sense that the methodology of the study was appropriate for its subject matter.  
· The balance of econometrics (useful to a limited extent in a data poor environment) and more Rwanda-specific analysis was good.    There was a sense that a formal CGE was unnecessary as well as impossible given current data constraints. 

· The authors acknowledged that it was very difficult to link qualitative and quantitative analysis in such a wide-ranging PSIA.  

· The need to link micro and macro was acknowledged from the start and an explicit aim of the study.  However, existing pieces of microeconomic work were difficult to weave into the bigger picture.
· Although the existing PPA was useful for reflecting on the priority public expenditure areas it was hard to link it with the household survey data

· The authors felt that there is a need for more international theoretical work on this question and that (for instance) the collective wisdom of the IMF could be modelled to provide a basis for more formal analysis. 

On capacity building:  

· The Rwanda PSIA was dependent on highly skilled international consultants with a background on Rwanda.  
· Some felt that this work is not likely to be replicable by in-country colleagues at the MoF, although it has enabled them to fully engage with the issues at stake.  Such informed engagement may be all that is necessary.  
· INGOs felt that although this work was intended as an ex ante analysis, this work should be ongoing in country, although how to conduct such work is open to question. 

· The authors noted that it is very difficult to have an informed debate about these issues even within the policy community within Rwanda, let alone with the general public.  Although there was high-level political interest in the study, there was little media coverage (expenditure questions tend to attract public interest, but macroeconomics does not). 

On the question of debt sustainability, the report concludes that the current DSA calculation (based on debt stocks as a proportion of GDP rather than debt service flow) is over-simplistic and has serious adverse effects for a country’s future ability to borrow.  INGOs present agreed that this issue is now on the agenda of the lobbying community and requires serious analytical attention. 

