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1 The World Bank itself acknowledged the lack of participation of the  poor in the policy-making process in the late
1990s and published  its much-acclaimed study, Voices of the Poor, in 2000 (Narayan et al 2000).
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1. Research Background

Over the last 20 years, International Monetary Fund (IMF) and World Bank structural adjustment

policies (SAPs) in developing countries have been heavily criticized for a variety of reasons.

Critics of structural adjustment have argued that the prescribed ‘standard’ IMF/World Bank

policy package consisting of trade liberalization, currency devaluation, privatization of state

companies and fiscal austerity policies have done more harm than good, and that they have

further impoverished thousands of people in the underdeveloped world (e.g. Garuda 2000;

Bienefeld 2000; Stiglitz 2002; SAPRIN 2003). Moreover, empirical evidence has been growing

that indicates that SAPs have failed to achieve even their own stated goal of economic growth,

and prominent economists have begun questioning whether the ‘Washington Consensus’ and its

stabilization-based economic prescriptions provide appropriate development policies (Weisbrot

et al 2001; Rodrik 1999; Stiglitz 1998 and 2002). As Graham Bird has recently commented:

“There would be less debate about the future of the Fund and its role in developing countries and

emerging economies if its programmes had been perceived as successful in the past. This is not

the general perception, hence the debate” (Bird 2001: 839).

Apart from questioning the effectiveness of SAPs, critics have also pointed to the lack of

‘country ownership’, and stressed the fact that developing countries do not participate in the

development of their own structural adjustment measures. According to Green, the World Bank

and IMF did not allow for input from developing country governments in the past, and structural

adjustment remains imposed and enforced upon the developing world from above (Green 1998:

218). Moreover, civil society organizations (CSOs) and the local poor who in most cases are the

most severely affected by structural adjustment remain totally excluded from crucial decision-

making processes.1
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In response to this criticism, the IFIs have recently been involved in an attempt to redefine

their own approach to development and to move away from the ‘Washington Consensus’-based

first generation policy reforms. Since the late 1990s, the so-called ‘Post-Washington Consensus’

(PWC) has been promoted by the IFIs, in general, and by Joseph Stiglitz, the former head

economist of the World Bank, in particular. According to Stiglitz, the PWC represents the

realization that making markets work requires more that just low inflation and liberalization.

Well-functioning markets also require sound financial regulation, competition policy, and

policies to facilitate the transfer of technology, some fundamental issues neglected by the

‘Washington Consensus’ (Stiglitz 1998:  1).

Moreover, Stiglitz acknowledges that “the state has an important role to play in

appropriate regulation, social protection and welfare”, and that “we should not see the state and

the market as substitutes, […] the government should see itself as a complement to markets,

undertaking those actions that make markets fulfill their functions better” (Stigliz 1998:25ff).

Therefore, the second-generation reforms complementing the PWC have added a number of

policy prescriptions to the reform agenda. As Carol Wise and Manuel Pastor point out, three key

policy prescriptions of second-generation reforms can be identified: First, ‘market completing’

reforms are “measures that buttress the market or correct for instances of market failure” (Pastor

and Wise 1999: 39). Second, ‘bridging the distributional gap’ policies are meant to protect the

most marginalized groups in society from the transitional costs that adjustments to the economy

entail. Third, ‘good governance’ reforms encompass the creation of a more professional (and less

corrupt) public service and the design of more sound institutional rules in the areas of finance,

education, and justice (Pastor and Wise 1999: 44).

As part of this new consensus, the World Bank also presented the idea of the Poverty

Reduction Strategy Paper (PRSP) approach to the development community. The PRSP approach
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is an ostensibly more participatory approach to development that was created by the World Bank

and the IMF in 1999. At the G7 summit in Cologne in September 1999, the leaders of the

industrialized world announced that debt relief for developing countries via the Highly Indebted

Poor Country Initiative II (HIPC II) should be made conditional upon the creation of a National

Poverty Reduction (NPR) framework, and that structural adjustment measurements will be

replaced by national Poverty Reduction Strategy Papers (PRSPs). In other words, countries that

want to apply for debt relief must develop their own Poverty Reduction Strategies (PRS) in

which they put forward a poverty diagnosis and a comprehensive plan that determines how the

funds saved through debt relief will be spent on development initiatives and poverty reduction.

According to the World Bank and the IMF, the primary goal of the PRSP process is to

overcome some of the problems of SAPs by strengthening national ownership of development

programs and by broadening the participation of CSOs in the elaboration of development

strategies (World Bank and IMF 1999). Fundamental to the conceptualization and design of

PRSPs is the idea of ‘country ownership’ facilitated by wide consultation and participation of

CSOs in the formulation and evaluation of individual country strategy papers (Bradshaw and

Linneker 2002). This is a novelty since in the past borrowing governments have not generally

been able to shape frameworks for assistance from external creditors and donors.

However, many critics of the IFIs fear that PRSPs “will deliver little in benefits to poor

countries and poor people by way of debt relief and democratisation but more in cost,

[…especially] the further erosion of the sovereignty of the poor countries” (Abugre 2001). Some

critical observers are also worried that the PRSP approach is nothing more than a rebranding of

SAPs in order to silence the critics of structural adjustment and to try to give legitimacy to the

highly contested policy measures of structural adjustment (CAFOD 2000; Cammack 2002 and

2003; Weber 2004).
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2. Statement of Research Topic

The IFIs recent shift in its development approach and the introduction of PRSPs raise a couple of

interrelated questions that this research project sets out to explore. At the empirical level, the

primary focus of the research will be to determine the extent to which the Poverty Reduction

Strategy Paper (PRSP) differs in content and process from earlier SAPs in Nicaragua and

Bolivia. To what degree do Nicaragua’s and Bolivia’s PRSP differ in content from former

structural adjustment policies? Are the macroeconomic policy prescriptions in the PRSP

documents similar to those prescribed by the IFIs during the era of the ‘Washington Consensus’?

If this is the case, this raises the question of whether or not governments have been able to

develop their own sets of macroeconomic policies in order to tackle poverty and create the

preconditions for economic development.

Another central concern of this investigation is the extent to which CSOs in Bolivia and

Nicaragua have participated in or influenced the formulation of PRSPs in Nicaragua and Bolivia.

Did the consultation process between CSOs and governmental officials during the development

of poverty reduction strategies have an impact on the content of the strategy papers formulated

by those governments? And were the voices of the poor incorporated into the respective

development strategies of Bolivia and Nicaragua? Other important and related issues are how the

World Bank and the IMF conceptualize participation by civil society in their official documents

and what form the actual participation process takes. This leads to the question of whether the

participation by CSOs merely consists of pro forma consultation and after the fact forms of

consensus building, and could therefore be seen as an attempt to co-opt CSOs, or whether there is

genuine participation and involvement of civil society that leads to an honest and open dialogue

between governments and CSOs.
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At the theoretical level, this investigation is concerned with the role of the IFIs in

international development in the context of neoliberal globalization. What role do the IFIs play in

setting the development agenda of developing countries such as Nicaragua and Bolivia? What

particular interests do these international organizations represent, and how can we understand the

introduction of the PRSP process. Why have the World Bank and the IMF shifted their policy

approach away from structural adjustment, embracing PRSPs as a tool to achieve poverty

reduction? And finally, how much agency remains in the hands of governmental and societal

actors in Nicaragua and Bolivia?

3. Literature Review

Given that the PRSP process is fairly new and the PRSPs of Nicaragua and Bolivia were only

implemented in 2002, many issues have not yet been fully explored. However, some exploratory

research from which this study can draw has already been conducted. Several reviews of the

PRSP process have been presented by the international financial institutions (IMF and IDA

2002a; IMF and IDA 2002b; IMF and World Bank 2002; IMF 2004; World Bank 2004) and a

number of CSOs have reviewed the PRSP experience of developing countries (Bread for the

World 2002; Abugre 2001; Wilks and Lefrancois 2002; Nyamugasira and Rowden 2002; Oxfam

2001; CCER 2002; World Vision 2002; Rasmussen 2003). While there is a growing academic

literature assessing the PRSP process in Africa (e.g. INEF 2002; Seshamani 2002; Booth 2003),

very few academic reviews of the PRSP process in Latin American countries have been

undertaken to date (Bradshaw and Linneker 2002; Bradshaw and Linneker 2004; Cammack

2002).

Review of Empirical Findings
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In this section, I will first review the findings of CSOs, before looking at the IFIs assessment of

PRSPs. Finally, I will turn to academic evaluations of the PRSP process in Nicaragua and

Bolivia. A number of CSOs have reviewed the PRSP process in Nicaragua and Bolivia and agree

that the idea of developing a national Poverty Reduction Strategy Paper (PRSP) in close

cooperation with civil society is a step in the right direction and is to be welcomed. However,

since the very beginning of the PRSP process in 2000, most CSOs have been extremely

disillusioned with the participation process and the poverty reduction strategy itself. In

Nicaragua, the important CSO La Coordinadora Civil para la Emergencia y la Reconstruccion

(CCER), which represents more than 100 grass-roots CSOs, argues that the participation of civil

society has been extremely limited, and that there are fundamental differences in the policy

prescriptions between the official PRSP document and the political aspirations of the vast

majority of marginalized people in Nicaragua (CCER 2002).

The Danish CSO, Ibis Dinamarca, holds similar views in its review of the Nicaraguan

experience and contends that alternatives to the IFIs orthodox policy recommendations have not

been included into Nicaragua’s PRSP. Ibis developed its own local PRSP after holding

workshops at the grass-roots level in eight municipalities in Nicaragua, presenting a local poverty

reduction strategy that is rooted in the understanding of poverty and the identification of

problems by the local poor themselves (Alcaldias Municipales 2000). Ibis Dinamarca argues in

its alternative PRSP document, among other things, for access to cheap credit for small farmers,

the creation of a credit bank with low interest rates, the provision of funding for small businesses,

the creation of local markets, access to free education at all levels, access to free health care, and

the protection of key national commodities. However, according to Ibis Dinamarca, none of its

‘unorthodox’ policy recommendations were incorporated into the PRSP for Nicaragua

(Rasmussen 2003: 11).



2 Most CSOs highlight the central role of the redistribution of wealth in reducing poverty. However, the World Bank
seems to have chosen to neglect redistribution as a possible policy too l to address the problem of poverty (W orld
Bank and IM F 1999).
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In its recent assessment of the PRSP process in Bolivia, Nicaragua, and Honduras, World

Vision acknowledges that the HIPC II initiative gives low-income countries the means to make

critical investments in education and health for the development of their human capital.

However, the report concludes that the priorities that are identified in the PRSPs of the three

Latin American countries do not address the real problems of their economies. As World Vision

points out: “It is difficult to understand how the application of neo-liberal financial policies

through the PRGF [Poverty Reduction Growth Facility, A. R.] will benefit non-industrialized

countries with a plan to reduce poverty when those very policies ignore the reality of the social

and economic conditions of the HIPC countries” (World Vision 2002: 127). Moreover, World

Vision criticizes the IFIs for neglecting the redistribution of wealth as a possible policy tool in

the fight against poverty. In countries where wealth is concentrated in the hands of a small

minority, redistribution of wealth could be an easy way of reducing poverty significantly2. As

World Vision argues, indicators in poor countries show that with the right policies – greater

investment in health and education – poverty reduction can even take place without economic

growth (World Vision 2002: 131).

In a recent review of PRSPs by the IFIs, the IMF and the World Bank themselves raise

concerns about the genuine input of civil society to PRSPs and the selection process of

participants in the consultation process (IMF and IDA 2002a; IMF and IDA 2002b). In an

internal staff review, the IMF notices that “[w]hile the patterns differ across countries, CSOs that

were out of favor with the government; local government officials; private sector representatives;

trade unions; women’s groups; and direct representatives of the poor are among the groups that

have not always been fully involved in the PRSP process” (IMF and IDA 2002a: 9). In the most
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recent comprehensive review of the PRSP process, the Independent Evaluation Office of the IMF

acknowledges that “the PRS process has had limited impact in generating meaningful discussion,

outside the narrow official circle, of alternative policy options with respect to macroeconomic

framework and macro-relevant structural reforms” (IMF 2004: 3). Further, the IFIs realize that

“the perception that the [PRSP] approach is overtly influenced by the Bretton-Woods institutions

(BWIs) is widespread” (IMF 2004: 3). However, the IFIs maintain that participation in the

formulation of PRSPs was generally more broadly based than in previous approaches, and that

most stakeholders involved in the process viewed this as a significant improvement.

In its review of the PRSP process in Nicaragua, the Independent Evaluation Office of the

World Bank draws similar conclusions regarding the lack of participation in many important

policy areas. The Bank acknowledges that “survey results highlight that the area where

participation was specially lacking was that of the formulation of the macro-economic

framework” (World Bank 2004: 6). However, the lack of real participation is blamed by the Bank

on the highly polarized nature of the political system and civil society in Nicaragua. Regarding

the differences in content between SAPs and PRSPs the World Bank maintains that “[t]he initial

design of the Poverty Reduction Growth Facility-supported program (PRGF) did not differ

significantly from earlier Enhanced Structural Adjustment Facility-supported programs (ESAF),

in part because both the government and the IMF staff considered stabilization a priority and

made it the main axis of the program” (World Bank 2004: 79).

Another comprehensive review of the PRSP process was presented by the United Nations

Conference on Trade and Development (UNCTAD) in 2002. In this review, UNCTAD argues

that “a close examination of the macroeconomic and structural adjustment policy contents of

PRSPs shows that there is no fundamental departure from the kind of policy advice espoused

under what has come to be known as the ‘Washington Consensus’. Current policy advice [by the



3 The journal Development Policy Review dedicated a whole issue to the PRSP process in Africa (see Development
Policy Review, vol.7, March 2003).
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IFIs, A.R.] continues to contain all the main elements of the first generation of economic

reforms, designed to get the prices right” (UNCTAD 2002: 6). This was a major concern for the

UNCTAD report, because while the PRSP approach emphasizes rapid and sustained poverty

reduction, it apparently continues to endorse the very same structural reform policies that were

unsuccessful over the past two decades in achieving progress towards these goals.

In academia, most observers have focused on the PRSP process in Africa, and very little

research has been produced on the PRSP process in Latin America (e.g. INEF 2002; Seshamani

2002; Booth 2003).3 However, the few academic reviews that have been produced on Latin

America are mostly in line with the conclusions drawn by CSOs. In their article ‘Challenging

Poverty, Vulnerability and Social Exclusion in Nicaragua’, Bradshaw and Linneker point out that

while the central policy commitment of poverty reduction is an important one, the similarity

between the SAPs-ESAF policies and the PRSP in Nicaragua is striking (Bradshaw and Linneker

2004: 2). In another article, the same authors maintain that civil society participation has been

extremely limited in Nicaragua, and explain that Nicaraguan civil society organizations have

been suspicious about the official PRSP participation process, which led them to initiate a

parallel PRSP consultation process and the formulation of the alternative poverty reduction

strategy The Nicaragua We Want (Bradshaw and Linneker 2002). While there are some reviews

of Nicaragua’s experience with the PRSP process, I have been unable to locate a single academic

review of the PRSP process in Bolivia.

Review of Theoretical Approaches to Understanding the PRSP Process

Since this study is informed by a post-positivist epistemological perspective, it is imperative to

explicitly spell out the theoretical framework for the empirical investigation. Most of the existing



4 For an excellent overview article on this literature, see Kratochwil and Ruggie (1986). For a more recent review
article, see Barnett and Finnemore (1999).
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literature on the PRSP process is produced by CSOs and multilateral development institutions

and is, therefore, largely atheoretical, painting a more empirical and descriptive picture of the

PRSP process. In fact, very little academic work has been produced thus far on the PRSP process

from which a theoretical framework for this study could be directly taken. However, international

organizations have long been one of the central concerns of students of international politics and

a vast literature on the role of international organizations in international politics has been

produced since the end of the Second World War.4 This literature has been dominated by realist

and liberalist interpretations of international organizations.  

Neo-realists maintain that nation-states remain the main actors in the international system

because the world economy is predominantly international, not transnational or global (Waltz

1999), and that international organizations should not be seen as independent actors but rather as

dependent variables (e.g. Krasner 1983; Mearsheimer 1994; and Waltz 2000). Neo-realism also

rejects the notion that the transnationalization of production has fundamentally altered the

character of the world economy. To question this claim, neo-realists argue that the international

economy was more open in the pre-1914 period than in the period from the 1970s onwards.

Secondly, they point out that FDI is not globally spread equally but rather concentrated on the

Triad of North America, Japan, and the European Union, in respect of both the originators and

destinations of FDI (Waltz 1999: 694). For neo-realists, globalization is nothing more than the

increase of cross-border flows of goods, services and capital. National states remain the core

actors in the international system and have lost little of their power over the economy and

international markets (Waltz 1999: 695).

The main problem with the neo-realist approach to IPE is that it is unable to detect change

in the world economy because of its ontological assumptions. Neo-realism’s ahistoric insistence
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on states being the only actors in the international system makes it impossible to account for

structural changes in the international system beyond the state system. In fact, neo-realism is a

priori unable even to detect change because its analytical focus is solely concentrated on states.

Neo-realists build on an ahistorical conceptualization of ontology, in which they ascribe a

transhistorical essence to the important units that make up the world. In neo-realism, states and

power-driven statesman, interacting in the insurmountable state of anarchy for their own security

interests, are presumed to be the eternal interrelated components of world order (Cox 2002: 78).

According to this perspective, the world is never in flux, it is never changing, but rather it

manifests the innate characteristics of an essentualized humanity. In this study, a fundamentally

different understanding of ontology will be applied: structures must be analyzed in their world

historical context and should be understood to be constantly in motion. Consequently, factors that

have been ignored and suppressed by neo-realist scholars will be brought to the surface, and a

historicist understanding of ontology will be developed.

However, in the context of analyzing IFI policies, neo-realists make a number of

assumptions that are equally problematic. First, while many neo-realists agree that the IFIs

behave as accessories to US policy, they however believe that such hegemonic institutions

behave in the interests of the rest of the world as well. According to hegemonic stability theory, a

stable international system is dependent upon a powerful hegemon that provides the necessary

resources for the construction of an open world economy (Kindleberger 1973). The stability of

the international system requires a single dominant state to articulate and enforce the rules of

interaction among the most important members of the system. Since the international system

represents a collective good, it is plagued by a "free rider" syndrome. Thus, the hegemon must

induce or coerce other states to support a liberal world system. For realists, the World Bank and

the IMF play an important role in keeping the liberal world order in place. The painful



13

adjustments of developing country economies are seen as necessary for a liberal world economy

to function smoothly (Gilpin 1987). At the same time, a well-functioning open world economy is

assumed to be beneficiary to every state in the system, including the least developed countries.

As Gale points out, for hegemonic stability theory “[l]iberal international monetary, trade and

financial regimes were established under US hegemony in the interests of the United States and

the international system as a whole” (Gale 1998: 256).

Finally, neo-realists assume that international institutions and their policies directly

represent the interests of the most powerful state in the system, the United States. As will be

argued later on, these institutions could also be understood in the context of globalization as a

platform for transnational capital in which the dominant social forces in a globalized world

articulate their views and try to develop a coherent neoliberal project, which does not necessarily

respond to the interests of national governments and national capitalist fractions, but rather

represents the interests of (transnational) capital in general (Robinson 1997).

Contrary to neo-realists, liberals acknowledge the deep structural changes in finance and

production in the world economy. They have also recognized the appearance of new actors, such

as transnational corporations (TNCs) and international organizations (IOs) (Bieler 2003: 4). This

led Susan Strange to argue that states no longer only bargain with other states, but that they are

involved in a ‘triangular diplomacy’, in which states must negotiate with TNCs and IOs (Strange

and Stopford 1991). In accordance with neo-Gramscian approaches, liberals have furthermore

posited that the system of states is overlaid by a highly integrated, incompletely regulated,

rapidly growing global and transnational economy (Keohane and Nye 1998: 83ff.).

However, the liberal point of view fails to analyze why the process of globalization

emerged in the early 1970s and gives no answer to the question of how we can account for



5 In a rather apolitical and technocratic fashion, liberals often point to the revolution in communication technologies
in accounting for the dramatic changes in the organization of the world economy (e.g. Keohane and Nye 1998). 
6 The ‘solution’ to the debt crisis provides a good example of how the power imbalance in the international system works
in the interests of the dominant social forces. As Manfred Bienefeld has convincingly argued, “despite the
acknowledgement of the W orld Bank that the international lending spree that triggered  the debt crisis was caused by
irresponsible borrowing and lending behavior, the costs of this irresponsible behavior have been one-sidedly imposed
on the borrowers (i.e. the developing countries) who were forced to repay these debts in full despite the often devastating
social and economic consequences” (Bienefeld 1996: 427)
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structural changes in the world order.5 Furthermore, it does not understand the role that the

emerging transnational capitalist class has played in the creation of a neoliberal ideology, outside

and inside international organizations (e.g. Sklair 1997; Gill 1990), and overlooks the fact that

the mobility of capital has not only constrained the policy options of governments, but has

actually altered the balance of power between different social classes, and continues to do so

increasingly on a global scale (Gill 2000).

Finally, liberals have a questionable understanding of international organizations. For

neoliberal institutionalists, international organizations are seen as instruments to coordinate

behavior in situations when Pareto-optimal outcomes cannot be achieved through uncoordinated

selfish behavior (Keohane 1984). International organizations help to foster cooperation by

reducing uncertainties, overcoming information asymmetries, reinforcing credibility, and limiting

transaction costs (Keohane and Martin 2003: 80ff.).

Consequently, liberals see the IFIs as tools for cooperation between the developed and the

underdeveloped world, in which both sides win because states will only cooperate when it

becomes attractive for them. However, this assumption is highly problematic because it fails to

recognize the power imbalances inherent in the international system (Strange 1983). Power plays

an important role in the creation of international institutions, and the more powerful states

structure the international system according to the needs of the dominant social forces within

them.6 It also overlooks the fact that developing countries are highly dependent on the financial
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flows from the IFIs and would have to pay an unacceptably high price if they chose not to

cooperate.

A third understanding of international organizations has recently been developed by a

number of critical scholars in the field of International Political Economy (IPE). Robert W. Cox

and Stephen Gill have applied Gramscian concepts to the contemporary world order and

developed a stream of analysis that is critical of the dominant paradigms of IPE, neo-realism and

liberalism (e.g. Cox 1987, 1983 and 2002; Gill 1990, and 1993; see also Murphy 2000; Bieler

2001). This theoretical perspective addresses some of the shortcomings of both mainstream

paradigms and can help us understand how the structural characteristics of the existing world

order emerged, how to account for the transition from one world order to another, and what role

institutions, such as the World Bank and the IMF, play in the emergence of a new world order.

Analyzing the current neo-liberal world order, Cox argues that the capitalist world

economy has undergone a dramatic change since the early 1970s, both at the material and

ideological level. At the material level, we are witnessing a radical change in the international

production structure, expressing itself in the internationalization of the relations of production

and the state, and the rise of a global as opposed to an international economy (Cox 1986: 234). A

capitalist global economy has been emerging, which brought with it the free flow of capital and

commodities and the globalization of the process of production itself (Robinson 1997: 25). These

changes in the production structure also involved a restructuring of the (social) international

division of labor and the reorganization of the productive apparatus in each nation (Cox 2002:

81; see also Hirsch 1995).

Furthermore, in this global economy new transnational actors are emerging, such as

Transnational Corporations (TNCs) operating through foreign direct investment (FDI) and a

transnational capitalist class (TCC) organizing itself in a number of transnational networks,
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including the Trilateral Commission, the Mont Pélerin Society and the Pinay Circle (van der Pijl

1995: 120; see also Gill 1990, and Sklair 1997). As Sklair points out, the ‘globalizing

bureaucrats’ of the World Bank and the IMF could be seen as being part of this emerging TCC

(Sklair 1997: 527). The IFIs have played a crucial role in bringing the neoliberal ideology to

developing countries, and in pushing countries through SAPs to apply neoliberal policies to their

economies. SAPs and PRSPs must be analyzed in this broader context of the restructuring of the

world economy through neoliberal policies in the aftermath of the crisis of the fordist regime of

accumulation.

The Role of International Institutions in (Re-)Creating Neoliberal Hegemony

To analyze the ideological dominance of this emerging ‘transnational historic bloc’, Cox

employs the Gramscian concept of hegemony. International institutions have played an important

role in the creation and maintenance of the (global) ideological hegemony of neoliberalism, and

in the shift from a fordist regime of accumulation to a ‘transnational historic bloc’. Neoliberal

policies have been aggressively propagated by the IFIs, by exerting enormous pressure on

developing countries to adopt certain neoliberal reforms.

According to Cox, institutionalization in the international capitalist system can be

understood as a means of stabilizing and perpetuating a particular order that is in the interest of

the most powerful social forces. International institutions are mechanisms through which

hegemony (in a Gramscian sense) is exercised in the international system. In his ground-breaking

article “Gramsci, Hegemony and International Relations”, Cox highlights five elements that are

important to understanding the operation of hegemony through international institutions (Cox

1983). International institutions “(1) embody the rules which facilitate the expansion of

hegemonic world orders; (2) they are themselves the product of the hegemonic world order; (3)



7 The main argument of the Dollar paper is based on a simple illusion fabricated out of statistical manipulation. The paper
includes China into the category of ‘globalizing countries’, countries that liberalize their trade and open up their markets
to foreign investment, to prove that the ‘globalizers’ are doing better than the ‘non-globalizers’. However, this clearly
misses the point that China was not a ‘globalizer’ and did  not adopt neoliberal policies to reach economic growth in the
past. As Stiglitz has recently pointed out, China implemented a  gradualist approach to privatization and liberalization,
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they ideologically legitimate the norms of the world order; (4) they co-opt elites from peripheral

states and (5) they absorb counter-hegemonic ideas” (Cox 1983: 172).

At the material level, the IFIs help the developed countries to exercise control over the

developing countries. The IFIs are controlled by the most powerful industrialized countries (and

the dominant social forces within these countries), and the IFIs’ articles of agreement ensure that

power remains with the dominant states through voting rights based on financial contribution.

The IFIs affect the terms under which developing countries get access to development financing

and international capital markets. Very often, the granting of loans is dependent on the

implementation of SAPs, policies that have radically changed the social fabric of developing

countries, opening up the developing world to capital from the outside and freeing the private

sector from government intervention.

The IFIs also provide a key ideological role, justifying policies that help to facilitate the

expansion of the dominant transnational economic and social forces and to legitimate

ideologically the norms of the neoliberal world order and its dominant ideas. The World Bank

has the largest research and policy analysis budget of any development institution, and the global

media pay considerable attention to the publication of the World Bank’s major studies and

reports, which allows it to influence fundamentally the discourse of development. For example,

in a volley of papers the IFIs promote globalization, liberalization and privatization as ‘good for

the poor’ and structural adjustment policies as the only viable answer to the debt crisis (e.g.

Dollar 2000 and 2001). Even the draft versions of the Dollar papers have received significant

media attention and have been quoted over and over again in important international media as

unquestionable evidence that globalization and neoliberal policies are good for the poor.7



and pursued highly protectionist infant industry policies (as all the Western countries did in their early stages of
development), and opened up its markets only after having created competition internally and being internationally
competitive. After 30 years of transformation, China is now slowly opening its economy to the outside because protection
is no longer needed (Stiglitz 2002: 184). It is therefore highly questionable to include China into the ‘globalizing country’
category. Moreover, China’s path to development stands in stark contrast to the IFIs standard package of structural
adjustment policies. Therefore, to use  China to justify neo liberal policies is simply an unoriginal trick and the Dollar
paper does not provide any proof for the claim that neoliberal policies are good for growth. Yet, the Dollar paper made
it into the headlines of The Economist, the New York Times, and other important international papers and magazines
and was presented as irrefutable evidence by the World Bank that neoliberal policies and globalization are not only good
for growth but also good for the poor, since, according to the IFIs, growth is always good for the poor.    
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Through large research budgets, public relations exercises and media attention, IFI studies,

publications, and pronouncements are able to monopolize development discourse and build

consensus and legitimacy around the dominant hegemonic ideology. Of course, this is also due to

the fact that the media, especially in developed countries in Northern America, is itself part of the

neoliberal hegemony, continuously reproducing it in Western societies.

Cox’s last two characteristics of how international institutions exercise hegemony are of

particular importance for this empirical investigation. International institutions have the function

of co-opting elites from the periphery and absorbing counter-hegemonic ideas to ensure the

dominance of the hegemonic ideology. Hegemonic institutions involve peripheral elites to give

an appearance of broad representation and to legitimize the policies that are pursued by them.

While these elites may feel that they can change the system (and the policies of the hegemonic

social forces) from within, their ability to have an impact is very limited. They are likely to be

absorbed and to partly adopt the hegemonic attitudes. In the PRSP process, the shift from SAPs

to PRSPs could be seen as an attempt to co-opt local elites, who are getting disenchanted with the

results of earlier structural reforms, and to integrate civil society actors into the neoliberal

development framework of the IFIs, in order to give broader legitimization to the contested

neoliberal policy reforms in the developing world.

Finally, hegemonic institutions, to make it seem as though the concerns of critics are

being heard and taken seriously, absorb counter-hegemonic ideas and concepts. However, in this

process the meaning of the concepts is usually transformed to fit the interests of the hegemonic
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forces (Cox 1983: 173). This mechanism could be applied to the concept of participation of civil

society in the PRSP process, in which the notion of participation has been transformed from the

ability to influence decision-making processes and to reshape policies at the domestic level to

mean nothing more than information sharing and consultation.

Civil Society as a Sphere of Co-Optation and Contestation

In the case of the PRSP process, the absorption of counter-hegemonic ideas and the co-optation

of peripheral elites take on the form of participation of civil society organizations. Therefore, this

section of the review will look in more depth at the neo-Gramscian theoretical understanding of

civil society by which this study is informed.

Although the notion of civil society has become popular in current development

discourse, there remains considerable disagreement about how to conceptualize or theorize civil

society. This is not surprising since the definition and the understanding of civil society depend

largely on the theoretical lens through which the concept is being examined. For liberals, civil

society represents a sphere of autonomy and liberty and a counterbalance to the power of the

state. Citizens voluntarily associate with each other in organizations, such as business clubs,

labor unions, churches, charities; and in the market, people freely congregate to exchange

products of their labor for mutual benefits.

Most Marxist approaches stress the fact that the underlying class, power, and economic

structures of capitalism limit the participatory potential of civil society groups in the political

process. The dominant groups in capitalism are able to exercise much more influence on the state

than the subordinated and the disenfranchised. As E.E. Schattenschneider notes, “[t]he flaw in

the pluralist heaven is that the heavenly chorus sings with a strong upper-class accent” (quoted in

Macdonald 1997: 18). At the same time, Marxists also question the clear distinction between
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state and civil society drawn by liberals. Some time ago, Antonio Gramsci argued that the state

and civil society should not be seen as two separate spheres since the dominant social forces

always try to permeate the sphere of civil society in order to maintain their (ideological)

hegemony (Gramsci 1971).

Civil society, in Gramsci’s view, has a dual existence. On the one hand, it is the

ideological arena in which the hegemony of the predominant class is secured and represents part

of the ‘extended state’, complementing the coercive potential of state agencies:

The general notion of the state includes elements which need to be referred back to the notion of
civil society (in the sense that one might say State = political society + civil society, in other words
hegemony protected by the amour of coercion (Gramsci  1971: 263).  

State power is thus maintained not only through the formal organization of political society, but

also indirectly through many of the institutions of civil society (Macdonald 1997: 19). In this

sense, Gramsci suggests that the state is “the entire complex of practical and theoretical activities

with which the ruling class not only justifies and maintains its dominance, but manages to win

the active consent of those over whom it rules […]” (Gramsci 1971: 244).

On the other hand, civil society is a relatively autonomous sphere in which subordinated

classes can articulate their counter-hegemonic ideas and the struggle for hegemony between

fundamentally opposed groups can take place. The hegemonic power of the predominant

ideology can be challenged in a counter-hegemonic struggle within civil society. This requires

the unification of a variety of different social forces, which share a common conception of the

world, into a broad democratic alliance. Gramsci called this counter-hegemonic struggle the ‘war

of position’ (Gramsci 1971: 238).

Robert W. Cox and Stephen Gill have reformulated Antonio Gramsci’s insights on civil

society and applied them to the era of neoliberal globalization. In accordance with Gramsi, Cox

understands civil society as the ideological arena in which hegemony is secured, complementing
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the coercive potential of state agencies. States and corporate interests try to influence the

development of civil society “towards making it an agency for stabilizing the social and political

status quo” (Cox 2002: 102). On the other hand, the relative autonomy of civil society turns the

ideological realm into a key site of political contestation among rival social groups and ideas.

Civil society offers an autonomous space in which subordinate social groups can develop their

own consciousness, and those discontented with the predominant social structures can mount

their protests and seek alternatives (Cox 2002: 102). This means that even within a ‘hegemonic

bloc’ there is always room for counter-hegemonic forces to develop and to challenge hegemonic

ideas. However, at the same time, since hegemony implies deep-rooted power relations, attempts

by civil society to build a counter-hegemonic bloc will face formidable challenges that will not

be easily overcome.



8 Cox himself has recently acknowledged this shortcoming and has started to theorize about some of these counter-
hegemonic forces more directly (see Cox 2002).
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Counter-Hegemony and the PRSP Process 

One of the main shortcomings of all hitherto analysis from a neo-Gramscian perspective has been

the insufficient incorporation of resistance and counter-hegemony into the theorization of

hegemonic practices (Persaud 2001: 49). The best example for this lack of theorization of

counter-hegemonic forces is the omission of feminist and environmental movements (as

important counter-hegemonic forces) in Cox’s analysis of world order (Cox 1987).8 Cox focuses

in his analysis on the interests of the dominant social forces in the West, and on the ways in

which those dominant interests become embedded in international institutions. Thus, he neglects

the role that counter-hegemonic practices play in the process of (re-)producing hegemony. For

many neo-Gramscians, counter-hegemony in the periphery is seen as a response to the embedded

interests already formed in international institutions, and to the neoliberal recipes those

institutions prescribe to developing countries. However, as Randolph B. Persaud has recently

argued, it might be more accurate to understand hegemony and counter-hegemony “as a

simultaneous double movement, the consequence of which is the reciprocal configuration of each

other” (Persaud 2001: 49). 

In the case of the PRSP process, the critiques of structural adjustment policies from CSOs

in the South are at least partly responsible for the introduction of the PRSP process. Therefore,

this study will stress the dialectical nature of hegemony and counter-hegemony in its analysis of

the PRSP process, and emphasize the important agency of social forces in developing countries.

In doing so, it will criticize neo-Gramscian approaches for (too often) restricting their analysis of

neoliberal hegemony to the dominant social forces located in the West. This focus on Western

capitalist elites as the main actors and agents has long been criticized by many neo-Marxist



9 In his most recent publication The Political Economy of a Plural World , Cox writes, „I have been justly criticized
for using the metaphor of a ‘transmission belt’ to describe the impact of economic globalization upon states. This
metaphor has lent itself to giving the false impression of a totally external force impacting upon states from without
and perhaps of an all-powerful centralized directorate of global capitalism. It may obscure the role of the balance of
social forces within the state and of the potential for resistance to globalization from hostile social forces. I herby
withdraw this misleading metaphor” (Cox 2002: 33). 
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scholars (e.g. Burnham 1991) but was only recently recognized by some neo-Gramscian scholars

themselves (e.g. Cox 2002: 33; Persaud 2001; Macdonald 1994).9 

In his neo-Gramscian analysis of Jamaican foreign policy, Persaud has convincingly

argued that the marginalized classes in Jamaica wielded tremendous influence in the

development of alternative economic polices during the rule of the People’s National Party

(PNP) under Michael Manley (Persaud 2001). While global forces shape the context in which

local social forces articulate their political views, these local forces nevertheless can make a

difference in shaping the political agenda of the day.

In another important critique of the elite-centeredness of neo-Gramscian approaches,

Laura Macdonald has argued that neo-Gramscians in general, and Robert Cox in particular,

might underestimate the degree to which strong counter-hegemonic movements have already

materialized in resistance to neoliberal forms of globalization. Macdonald maintains that there is

a tendency in Cox’s work to “portray global civil society in one-dimensional terms without

recognizing the forms of contestation against the transnational capitalist hegemony that already

exist” (Macdonald 1994: 276). This tendency to put too much emphasis on the hegemonic forces

and too little on the counter-hegemonic forces in society characterizes one of the main

weaknesses of neo-Gramcian approaches that this study attempts to address.

4. Research Methodology

The (highly limited) empirical evidence available so far and the neo-Gramscian theoretical

understanding of the IFIs adopted in this research project lead to the preliminary argument of this



10 The five Latin American countries that have recently presented a full PRSP to the IFIs are: Bolivia, Honduras,
Nicaragua, Guyana, and Dominica.
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investigation. The introduction of the PRSP process could be understood as an attempt by the

IFIs to (re-)produce the hegemony of neoliberal capitalism in the developing world. Through the

PRSP process, the IFIs have absorbed counter-hegemonic ideas – such as civil society

participation and pro-poor growth– into the mainstream discourse and have integrated those local

political elites and CSOs that are critical of structural adjustment, into the development policy

dialogue. Whether this attempt of co-optation has been successful, or whether the PRSP process

has actually opened up space for the contestation of neoliberal policies in Nicaragua and Bolivia

will be the concern of the empirical investigation.

There are a number of reasons as to why Nicaragua and Bolivia were selected in this

analysis of the PRSP process. First, there are only five Latin American countries that have

presented a full PRSP to the IFIs thus far.10 Out of these five countries, Bolivia and Nicaragua are

the most interesting due to a number of reasons. First, Bolivia and Nicaragua have a comparable

history of implementing SAPs under heavy criticism from many local CSOs. However, while

Bolivia began implementing SAPs in the mid-1980s, Nicaragua only adopted SAPs in the early

1990s after the Sandinista government lost the 1990 election to liberal forces. 

Second, given their strong and well-organized civil society, Nicaragua and Bolivia offer

useful cases to investigate the extent to which civil society actors truly influenced the PRSP

design. In both countries a vibrant civil society participated in the official PRSP process, but at

the same time, many CSOs developed an alternative consultation process and came up with a

rather different development strategy than the one developed by both governments and endorsed

by the IFIs. In the aftermath of hurricane Mitch in Nicaragua, national level cooperation of civil

society emerged in an attempt to coordinate emergency relief and the reconstruction of

Nicaragua. The Civil Coordinator for Emergency and Reconstruction (CCER) brought together



11 The Nicaragua W e Want.
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21 networks, which represent the involvement of more than 350 CSOs in Nicaragua. CCER

organized an extensive consultation process on the PRSP and held workshops with the local poor.

Rather than merely presenting the official government document for comment, participants were

asked to construct their own vision about the situation in the communities and the priorities

needed to resolve the most pressing problems (Bradshaw and Linneker 2002: 8). At a final

meeting, the initial results from the consultation process were brought together and the

document, La Nicaragua que Queremos11, was published (CCER 2002).

In Bolivia, the popular class has also organized itself effectively in the past and a vibrant

civil society has been emerging over the last two decades. As in Nicaragua, during the PRSP

process a number of CSOs did not participate in the official consultation process but organized a

parallel process in which many critical voices were incorporated. The outcomes of the

consultation process were brought together at a National Dialogue Workshop, in which more

than 200 CSOs participated. The recommendations of this workshop differed from the PRSP

document to such an extent that some CSOs decided to write a letter to the World Bank, in which

the World Bank was asked not to endorse the official PRSP document.

Moreover, in the case of Bolivia resistance to the privatization of water utilities and

natural gas have led to a broad discussion on neoliberal policies in the public sphere, and social

movements have recently put pressure on the government to discontinue the privatization of

water utilities and natural gas. Thus, Bolivia could be an interesting example of how the

introduction of the PRSP has opened space for discussions on the standard (neo-liberal) macro-

economic policies, which ultimately contributed to the decline of the hegemony of the neoliberal

project of the World Bank and the IMF in Bolivia.
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Finally, the highly organized networks of CSOs in Nicaragua and Bolivia will make the

collection of qualitative data relatively easy. Qualitative data for this study will be collected from

an extensive review of secondary sources, such as CSO and World Bank/IMF reviews on the

PRSP process in Nicaragua and Bolivia, and from a series of semi-structured elite interviews

with CSOs and governmental and IMF/World Bank officials that were involved in the PRSP

process. 

I have identified a number of CSOs that have been participants during the PRSP

consultation process in Nicaragua and Bolivia (see Appendix). However, I am expecting to

discover more CSOs during my field research in Nicaragua and Bolivia. The interviews will be

conducted between July and September 2005 in the capital cities of Nicaragua and Bolivia. The

focus on the capital cities is justified given that in both cases the most important CSOs that

participated in the PRSP consultation process are located in the capital city. Moreover, I will be

conducting interviews with CIDA (Canadian International Development Agency) and CCIC

(Canadian Council for International Cooperation) officials in Ottawa in May 2005. Finally, I will

be interviewing World Bank and IMF officials in Washington between October and November

2005.

5. Significance of the Study

This research will be undertaken in the context of the controversial process of neoliberal

globalization. The world political economy of the early 21st century shows signs of renewed

instances of resistance to this neoliberal development model. In this context, civil society

organizations in developing countries are important counter-hegemonic forces that question the

neoliberal form of globalization and the neoliberal political and economic agenda of the IMF and

the World Bank. It is therefore important to study the extent to which CSOs have an impact on
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the formulation of PRSPs and to determine whether alternative policies to the standard SAPs

formerly dictated to developing countries by the IMF and the World Bank found their way into

the development strategies of Nicaragua and Bolivia, or whether PRSPs are just a way to co-opt

civil society actors in the developing world and to silence the critics of structural adjustment in

the South and the North. 

Even though a number of reviews have been produced, little attention has been paid by

academia to the PRSP process. Especially in the Latin American context, few case studies have

been conducted analyzing this new approach to development, how it differs from structural

adjustment policies, and the extent to which CSOs were involved in the PRSP process. Moreover,

this research project finally sets out to drive forward neo-Gramscian theorizing of the

international political economy, by providing empirical grounding for a neo-Gramscian

understanding of the role of the IFIs in (re-)producing neoliberal hegemony in the context of

economic globalization.

6. Timetable of Research Project

February 2005 � Develop research proposal (focus on literature review and develop
theoretical understanding of international financial institutions)

April 2005 � Defend research proposal � Contact CSOs in Nicaragua and Bolivia � Develop a questionnaire (semi-structured) � Work on theoretical chapter on the IFIs

May–June
2005

� Analyze already existing CSO and IMF/World Bank reviews of the
PRSP process in Nicaragua and Bolivia, � Study PRSP documents of Nicaragua and Bolivia and compare to SAPs � Conduct interviews in Ottawa (with CIDA and CSO representatives)� Prepare field research trip� Present preliminary findings on Nicaragua at CPSA conference in
London/Ontario



28

July-
September
2005

� Field research in Nicaragua and Bolivia� Interview CSOs, World Bank/IMF and government officials in Managua
and La Paz

October 2005
-
May 2007

� Interview World Bank and IMF officials in Washington � Analyze data and incorporate data into preliminary findings� Finish writing thesis and communicate findings in form of journal
articles

7. List of Organizations to be Interviewed

Canada (Ottawa):

1. Canadian International Development Agency (CIDA)

2. Canadian Council for International Cooperation (CCIC)

Nicaragua (Managua):

1. La Coordinadora Civil (CSO)

2. Ibis Dinamarca (CSO)

3. Trocaire (CSO)

4. Foundacion Augusto Sandino (CSO)

5. Casa Sol (CSO)

6. El Movimiento de las Mujeres contra la Violencia (CSO)

7. UNDP (IO)

8. World Bank and IMF (IO)

9. Organization of American States (OAS)

10. Government of Nicaragua (SETEC)

Bolivia (La Paz):

1. World Vision (CSO)

2. Jubileo 2000 (CSO)

3. Government of Bolivia (Ministry of Finance)

4. World Bank (IO)
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5. IMF (IO)

6. UNDP

United States (Washington): 

1. World Bank

2. IMF

8. Preliminary List of Questions

How would you define participation and what should be the goal of participation in the PRSP
process?

At what point in the PRSP process were civil society organizations asked to participate? 

What kind of non-governmental organizations were invited to the workshops on the PRSP, and
how many groups participated? Were there any inclusion or exclusion criteria?

What was the character of the workshops? How were they organized? 

Do you feel that, overall, the suggestions of civil society organizations made during the
workshops were incorporated into the final PRSP document?

Are there specific areas in which there was no civil society consultation? 

Were macroeconomic policies discussed at the workshops? 

Do you see many differences between SAPs and PRSPs? What are some of the key differences, if
there are any?

What are the most important similarities between SAPs and PRSPs in your opinion?

Do you think that CSOs are equipped with the necessary know-how to participate in
macroeconomic issues? 

Why do you think CCER found it necessary to begin a parallel PRSP process in Nicaragua?

What were the findings of the parallel PRSP document, The Nicaragua We Want? Are there
major differences between the official PRSP and CCER’s document? 
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For example, I noticed that CCER is critical of privatization, and wants to stop privatization of
water and other utilities. Are there fundamental differences between the PRSP and CSO’s
preferences when it comes to privatizations?

Trade policies are another contentious issue. Do you agree with the approach taken in the PRSP?

What is your stance on a Development Bank that could provide cheap credit to farmers and small
businesses?

Do you feel that there is a contradiction between country ownership on the one hand and process
conditionality in the PRSP process on the other hand?  

Do you see a conflict between the goals of achieving debt relief as soon as possible and taking
time to initiate an in-depth participation process on the PRSP?

Were language barriers a problem in the participation process? 

Was the PRSP document available in local languages?

Has the PRSP process led to intensified discussions around neoliberal policies? 

Do you feel that the PRSP process has opened up space for contestation of IFI policies? 
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9. Chapter Outline

1. Introduction

2. Theoretical Chapter: Hegemony in the Era of Neoliberal Globalization� Develop theoretical framework for empirical study, discuss rival theoretical approaches

3. From Structural Adjustment to Poverty Reduction Strategy Papers (PRSP) � Describe recent changes in the policy approach of the IMF and the World Bank

4. Comparative Analysis of Policy Content between SAPs and PRSPs 

4.1 The Case of Nicaragua� Compare and contrast structural adjustment and the PRSP of Nicaragua (1990-2005)

4.2 The Case of Bolivia � Compare and contrast structural adjustment and the PRSP in Bolivia (1985-2005) 

5. Participation in the PRSP Process� Describe the role of participation and civil society in the PRSP and describe tensions
within the process (time constraint, consultation versus real participation, etc.) 

5.1 The Case of Nicaragua:� Communicate empirical findings from the field research in Nicaragua  



32

5.2. The Case of Bolivia� Communicate empirical findings from the field research in Bolivia

6. Conclusion
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