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Abstract

Continued debates on economic development, poverty eradication and the growing
skeptism concerning the paradigms proposed through many decades, has led to a continued
search for a paradigm that would, finally, resolve the issue of pervasive poverty in the Sub-
Saharan Africa. Having implemented decentralization within government entities without
any significant contribution to poverty eradication, the focus has now turned to the
development agencies themselves. What are the inefficiencies in these agencies which if
addressed might enable them deliver development aid more efficiently thus, providing

more resources for development from being lost in the attrition of overheads?

It is, therefore, argued that decentralization of development agencies will improve the
efficiency and effectiveness of IFIs in delivering development aid. At the same time,
decentralization reforms have been proposed as a response to the failures of highly
centralized states (or organizations in this case). Empirical evidence, strongly, suggests
that physical proximity and more ‘face-time’, promotes better results-on-the-ground,
delivered by staff who are better attuned to local conditions and have a better
understanding of the client and their development agenda.

But, will decentralization alone solve the issue of pervasive poverty? This research
recognises that the factors affecting poverty are diverse and intricate and isolating just one
part of the puzzle is not enough. Nevertheless, it is argues that decentralization, has a
positive impact on poverty reduction thus, this study presents both practical and theoretical

considerations from which policy measures can be derived.

This thesis focused on establishing how the World Bank, changed its strategies through the
implementation of decentralization of its operations as proposed in the ‘Strategic
Compact’, renewed the way it worked in order to maintain its relevance in the
development world. The World Bank President, James Wolfensohn, proposed the Compact
as a solution to the organization’s self diagnosis that it was in distress, in a state of possible

decline and was not fulfilling its mission of poverty eradication.
X



This research, using Uganda Country Office as a case study, undertook, mainly, a
qualitative review of the overall strategy of decentralization and its implementation
organization wide and specifically, in Uganda. The research examined how the
implementation of the strategy impacted on poverty trends in Uganda.

This research found that the decentralization strategy was, fundamentally, the right one to
deliver better results of the Bank’s mission of ‘fighting poverty for lasting results’ and its
vision of ‘A World Free of Poverty’. Contrary to the popular notion that the World Bank
has been, largely ineffective in the delivery of its mission and its decentralization strategy
just another one of its ‘shams’, this research established that the implementation of the
strategy, although not having a direct or causal relationship, did have positive impact on
poverty alleviation in Uganda.

This study, therefore, makes a case for decentralization of donor organizations as a means
of better delivery of the poverty eradication agenda in the developing world. The benefits
though hard to measure in monetary terms are, nevertheless, real in terms of faster and
better quality engagement with the clients which in turn, result into better delivery of

services and programmes.
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CHAPTER ONE

INTRODUCTION

1.1 INTRODUCTION

The World Bank is an overstaffed, ineffective, bureaucratic institution... It has
... dedicated professionals ... committed to development and poverty relief.
Yet by its own admission, half its projects are unsuccessful, and the failure
rate is even higher in the poorest countries. The Bank’s management should
stop its current public-relations flimflam and start improving its effectiveness
in reducing poverty (Meltzer 1999).'

The World Bank is a highly bureaucratic dinosaur, charging out an assembly
line of its products, delivered by its business class flying staff who are
deficient in their knowledge of how to actually deliver results on the ground
(Hooke 2007)."

Our Poverty is a World Full of Dreams (Weaver 2002)."

Claims that the World Bank’s decentralization strategy, defined in the Strategic Compactiv,
in promoting poverty eradication in Uganda has been a dismal failure are not supported
with strong empirical evidence. On the contrary, the evidence seems to suggest that laying
the blame, on the World Bank, for failures to reach the ‘Promised Land’ of a “World Free
of Poverty’, proclaimed by the World Bank mission, outlined in the MDGs, detailed in
Uganda’s Poverty Eradication Action Plan (PEAP) and other initiatives, constantly
promised by Uganda’s twenty five year old regime, is not entirely justifiable. Although it
is difficult to prove a direct and causal relationship, a careful analysis of the evidence
suggests a positive impact on poverty reduction. Certainly, although there are so many
areas of the decentralization strategy that may have required improvements, the strategy
and its implementation have had some positive impact in the country and, this thesis
examines both aspects and suggests areas of remedial actions in order to enhance the
process of obtaining greater development impact. Following the implementation of the

decentralization strategy, the World Bank made the prerequisite changes in its systems and



structures, policies and procedures and culture, in order to make significant strides on the

delivery of its mission of poverty eradication.

Some critics argue that World Bank has, generally, been ineffective in most of strategies
(50 Years is Enough 1994; Wade 2001; Easterly 2002 & Hooke 2007) aimed at achieving
its poverty eradication mission and have, conveniently, disregarded the multidimensional
factors that affect poverty, many of which are not even within the jurisdiction of the Bank.
The critics have with some merit, questioned some of the Bank’s policies but have not
themselves promised or even proposed viable strategies of resolving the poverty dilemma.
It is well and easy to jump into the bandwagon of ‘World Bank bashing’ but where are the
viable alternatives to the World Bank programmes and indeed, to the organization itself?
Granted, the organization has made some serious errors and has some areas of significant
inefficiencies, but does this make all its contributions null and void? This research argues
that the Bank, despite its inadequacies and inefficiencies still has a leading and significant
role to play in the poverty arena. The question then should be on how to leverage its
comparative and competitive advantages and take remedial action for what does not work.

A close examination of the World Bank decentralization strategy shows that whereas, it
has had some unintended consequences, there has been some positive impact thus, making
the case for decentralization of develop307ment agencies as one way of promoting
development effectiveness and poverty eradication. Defining poverty is complicated to the
extent that there are many definitions of poverty. Poverty is fundamentally to do with lack
of well-being (Dasgupta 1993). Lack of well-being implies some combination of inability
to act and enforced misery, implying severely curtailed human capabilities (Sen 1993:
1997). In Uganda, the concept of poverty takes several dimensions and in 1997, at the
launch of the first PEAP, Government for policy purposes defined poverty as lack of
access to basic necessities of life (food, shelter, clothing and other needs like education and
health) (Uganda Poverty Eradication Action Plan 1997).

Decentralization is the policy of delegating decision-making authority throughout an
organization, relatively away from a central authority. Some features of a decentralized
2



organization are fewer tiers to the organizational structure, wider span of control, and a
bottom-to-top flow of decision-effecting ideas, giving its structure a flat appearance
(Chang 2006). The definitions of decentralization are numerous thus, creating a challenge
in analyzing merits and demerits and other issues pertaining to the concept. However,
there is hardly any debate as to the overwhelming benefits of decentralized organizations

in comparison to centralized ones.

Decentralization has been advocated by donors because it is an important factor in
broadening citizen participation and improving local governance thereby promoting
poverty reduction from the bottom up. An unambiguous link, however, between
decentralization and poverty reduction cannot be easily established” (Jutting, Kauffman
2004; Vedeld 2003:195 et al) (Quoted by Earle & Scott (2010). There is often a
disjunction between neat theoretical constructs and messy projects on the ground.
Pretorious (2010), for example, lists multiple theoretical approaches to poverty alleviation,
from the ‘income-based’ strategies of the World Bank, through ‘structural’
(marginalization), ‘progressive’ (empowerment), and ‘systemic’ (vicious-cycles)
approaches to the focus on the Human Development. Despite such theoretical attention,

however, the storyline of poverty alleviation is one of pervasive failure (Hurst 2010).

There are several arguments to support decentralization (OECD 2004; Chang 2006;
Robino 2009; World Bank 2003 & 2008 et al):

1. Allocative efficiency and efficacy;

2. Decisions being made by those who have the most knowledge about local
conditions;

3. Greater managerial input in decision-making having a desirable motivational

effect;

Managers having more control over results;

Response to failures of highly centralized organizations;

Response to clients and better understanding of local conditions

Political and economic benefit;

Legitimacy and ownership of implementation and;

Platform for bringing beneficiaries into arena.

©CoN A



Central state authorities usually lack the ‘time and place knowledge’ to implement policies
and programmes that reflect people’s ‘real’ needs and preferences. If properly managed,
decentralization is seen as a way to improve allocative efficiency, (Hayek & Ostrom 1993,
Musgrave 1983 quoted by OECD 2004) thus, addressing some of the failures of
centralized organizations. It is also noted that more political and economic benefits accrue
to decentralized organizations as opposed to the centralized ones due to ownership by both

the implementers and the beneficiaries.

The World Bank Client Surveys (2003, 2008) indicated that there had been improvements
in response time by the decentralized staff who were better attuned to the local conditions
and who had more ‘face-time’ with the beneficiaries. Based on the feedback from client
interviews, the country office was rated to be generally effective. However, clients noted
that the country office could be more effective if it had more staff to support
implementation of projects and programmes. They also noted that some programmes
delayed because of the country office having to always seek clearance from Washington
D.C. Clients suggested that the country office hire more staff, but also be given more
freedom to make some decisions without seeking approval from the Bank’s headquarters
in Washington, D.C. This was an improvement on the 1999 survey in which the Bank was
considered less than effective in adapting their knowledge to the Uganda specific context,
among other things.

McClelland (1961) and achievement theorists argue that the achievement, authority and
power motive can be achieved by learning. On one hand, a manager can raise achievement
need level of his subordinates by creating a healthy work atmosphere, provision of
reasonable freedom to subordinates, provision of more responsibilities and by making
tasks more interesting and challenging. Even reward and appreciation of high performance
of subordinates is useful for raising their achievement need level. This is how motivation
of employees is possible by developing the desire for higher achievement in their mind.
Such achievement motivation is necessary and useful for the success of an enterprise. This
can be achieved through decentralization and delegation of authority and responsibility.

On the other hand, it gives the managers more control of the results and provides for both

4



parties, a sense of ownership of; in this case, development results by the country office

staff and their clients.

However, there are some costs of decentralization including:

1. Managers having a tendency to look at their division and lose sight of overall
company goals;

2. Costly duplication of services and;

3. Costs of obtaining sufficient information increase (Chang 2006).
The definition of decentralization and poverty are a contested field and have led to many
debates amongst development practitioners and scholars and many proposals and counter
proposals of different and sometimes contradictory paradigms, all seeking lasting
solutions. However, there is no such debate as to whether or not decentralization within
donor agencies is a key ingredient for delivering better poverty reduction results, through

efficiency gains, better understanding of the client’s needs and faster response time.

This research, therefore, investigates the extent to which the World Bank has implemented
its decentralization strategy in Uganda and the resultant impact on poverty eradication.
As already stated, due to the multiplicity of the factors contributing to poverty and the
reality of the complexity theory, it is not possible to establish a causal or direct relationship
between decentralization and poverty reduction. The relationship between decentralization
and poverty eradication is neither straightforward nor is it self-evident. In this study it is
argued that though this interplay cannot be divorced from the broader issues of the political
economy, the environment and macro context within which these factors interact, a
positive impact has been established. This thesis recognizes and harnesses the
unprecedented window of opportunity to analyze decentralization in development agencies
and, the resultant impact on poverty eradication. There is vast scholarship on the issue of
decentralization and poverty eradication. However, there is scarcity of scholarship
examining the relationship between the two and, this thesis bridges that gap, thereby,
making a significant contribution to the body of knowledge.



12 MOTIVATION FOR THE STUDY

Despite the consensus amongst development theorists and practitioners on the value of
decentralization in promoting poverty reduction, there is limited, systematic, historical and
empirical analysis of the relationship between decentralization in International Financial
Institutions, development partners inclusive, and poverty reduction. Thus, the problem

statement of this research is based on the premise that such a relationship exists.

The rationale for undertaking this study, therefore, is informed by several considerations.
In the first instance, there is a general disenchantment with the failure of various
development theories despite the numerous searches for alternative and appropriate
paradigms to solve the continued problem of extreme poverty in, particularly, Sub-Saharan
Africa (SSA). One of the major premises of the Compact was that through
decentralization, the Bank would achieve its goal of poverty eradication and enhance
sustainable economic development by devolving power and resources to the country
offices. This is consistent with the generally accepted notion that decentralization reforms
are a necessary response to the failures of highly centralized states"’. In assessing the
decentralization paradigm, this thesis examines the broader theoretical content and
concepts that are pertinent to the subject under review, including an extensive review of
the development theories in chapter two, within the Uganda country context, detailed in
chapter three, as a framework within which the case for decentralization as a means of
means of contributing to poverty eradication, is discussed. At a broader and more practical
level, the findings contribute to an understanding of the role and place of decentralization

in the context of the global development arena.

Secondly, there is increasing global attention to development effectiveness, as evidenced in
the growing body of literature"", global summits to address the issues and the proposals of
various paradigms, all trying to explain why poverty has so far eluded the development
world and proposing an antidote for the pervasive poverty prevailing in most of SSA. In
the wake of the requirement for decentralization in government programmes and the

dismal results, focus is shifting to the development agencies themselves being queried
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about inefficiencies in their own organizations. It is argued that too much of the funds
meant for poverty eradication is being used to maintain large, bureaucratic and ineffective
organizations and that the opportunities for efficiency gains would result in to more
availability of funds (50 Years is Enough 1994; Meltzer 1999; Wade 2001; Easterly 2002;
Goodman 2006 & Weisbrot 2006).

Thirdly, there are very few case studies that explicitly explore these linkages, much of the
literature being on decentralization and moreover, decentralization in government systems
and separately, poverty eradication. Whereas these researches lend a great deal to building
the body of knowledge, there is hardly any research that correlates the two factors. This
thesis, therefore, seeks to bridge this gap. Despite the implementation of decentralization
strategy of the Strategic Compact, the correlation between implementation and poverty
eradication have been difficult to measure and to complicate issues, there is limited
empirical research to demonstrate or provide guidance on how to do this. Furthermore, it
is noted that due to the multiplicity and complexity of issues affecting poverty, it makes it
difficult to draw unqualified conclusions as to the impact of decentralization in poverty
eradication but given that these concepts that constitute a complexity-paradigm are not
entirely new to development practitioners, this research still demonstrates a positive

impact.

Finally, this research is expected to provoke more critical inquiry and debate about
decentralization and poverty eradication. The outcomes of this study are anticipated to
contribute to approaches to poverty eradication through decentralization. This research
also seeks to establish why decades of ‘throwing money at the problem’ has not resolved
the issue of poverty. It is, therefore, in the context of these issues that this research has
been carried out to, systematically, explore the linkages between decentralization and
poverty eradication with Uganda as a specific case study and to build theory from which
other development agencies, practitioners and theorists can learn what works and what
does not thus, adding to the body of knowledge and making a case for decentralization of
development agencies. This study develops a general framework that enables the
evaluation of the strategy, recognizing the influence of the political economy and
7



providing a context. This study argues that, fundamentally, the decentralization strategy
has very strong merits and that, perhaps, addressing some of the policies and

implementation shortcomings would deliver better development results.

1.3 RESEARCH OBJECTIVES AND QUESTIONS

This research thesis identifies some of the major theories of development, the development
paradigm, the decentralization strategy and the impact on poverty eradication and to test
them through a case study of the World Bank programme in Uganda, and to make
contributions to both theoretical interpretations and applied policy. There is limited,
systematic, historical and empirical analysis of the relationship between the World Bank’s
decentralization of its operations and how this has impacted on poverty eradication in
Uganda. The research has not been able to establish theories built from case study research
that makes a case for poverty alleviation in Uganda and Africa at large, through the
decentralization of IFls. It is argued that there is a case for this as is demonstrated
throughout this thesis. Granted, there are areas where it didn’t work well or as anticipated,
either due to design or implementation problems. This, however, does not negate the fact
that on the whole, the strategy is essential and contributes, positively, to poverty

eradication in Uganda.

In order to address the problem of, virtually, non existence of empirical research on the
subject, the research sought to describe and examine decentralization as defined in the
Strategic Compact, in relation to the World Bank over the period 1995 to 2008, both
institute wide and Uganda office, specifically and, to evaluate the impact of this
implementation in Uganda, which the study sphere. In decentralizing the organization, the
changes in terms of the Bank’s strategies, structures and systems, policies and procedures
and culture, as defined in the Strategic Compact, have been examined thoroughly. This
study also examined how decentralization was implemented in the Uganda office and how

this impacted on the trend of poverty in Uganda by asking pertinent questions.



14 RESEARCH METHOD AND DESIGN

When undertaking research on the relationships between decentralization and poverty
eradication, a variety of research and assessment criteria have been employed to ensure
accuracy and objectivity. The main data collection method used is the secondary data and

triangulation of various methodological approaches has been employed.

Although triangulation is often used to refer to ‘cross-checking’ using various
methodological approaches (methodological triangulation) it can also be used to refer to
the different data sources used (data triangulation) which in this research, range from the
World Bank documents, the Government of Uganda, other development practitioners and
theorists. According to O’Donoghue and Punch (2003), data triangulation is a ‘method of

cross-checking data from multiple sources to search for regularities in the research data’.

The triangulation of various sources of information is essential to do justice to the
complexity of the subject of discussion (Babbie & Mouton 2001; Bless & Higson-Smith
2000; Davids et al 2005; Mouton 2001; Wood 2001b, O’Donoghue & Punch 2003;
Bogdan & Biklen 2006). Both qualitative and quantitative research has been combined and
triangulation was applied beyond validation of findings by using it also to achieve
innovation of conceptual frameworks (Flick 2004). Scholars propose that this strategy
often leads to multi-perspective meta-interpretations (Olsen 2004). Triangulation and
pluralism both tend to support interdisciplinary research (Flick 2002 & Olsen 2004), such
as this research is. The use of appropriate assessment criteria in research of this kind is
fundamental to shedding light on a highly politicized and much debated and ideological
issue. However, triangulation has its own shortcomings (Blaike 1991); its usage has been
plagued by a lack of awareness of the different ontological and epistemological
assumptions associated with various theories and methods. However, despite these
problems, it has strong advocates (Blaike 1991 & Altrichter 2008), and its use is strongly
advised.



This thesis mainly concentrates on qualitative methods whose research studies typically
require considerable more time to design, collect, and analyze data and to report the results
than do quantitative studies (Savenye & Robinson 2003). This is the appropriate approach
because the research problem and the resultant objectives and questions dwell on
establishing ‘what exists” and ‘why it exists’ rather than ‘how much of it is there’ (Maier,
1994:3, quoted by Sendikandiwa 2007). Consequently, this research established what the
Strategic Compact is, why it was initiated and what the resulting decentralization strategy
and objectives are and the impact on poverty eradication in Uganda.

The most compelling case for this research to be grounded in the assumptions of the
qualitative research paradigm is that there is limited, systematic and empirical analysis of
the relationship between the implementation of decentralization and poverty eradication in
Uganda. Qualitative research assumes the value of context and setting, and searches for a
deeper understanding of the participants’ lived experiences of the phenomenon, in this
case, economic development and poverty alleviation. The discovery of theory in this
research has been done mainly through the analysis of secondary data. Quantitative
methods have also been used to investigate, systematically, quantitative properties, poverty

trends in this case, and their relationship.

15 RESEARCH PROBLEMS

This section provides a brief outline of the main problems and drawbacks encountered in
this study. The key obstacle for this study was determining and isolating the relevant

information and narrowing down the area of study and focusing the research.

The research also found that within the World Bank, the information on the
decentralization of the organization was, generally, complied at organizational or regional
level (in this case, the Africa Region) thus, making it difficult to establish the Uganda
specific data.
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There is also limited literature examining the interplay between decentralization and
poverty reduction or indeed, the relation between the World Bank’s decentralization and

the decentralization programmes within the client governments.

Although the Strategic Compact itself and other documents are now in the public domain
and indeed, accessible from the World Bank’s external web, some of the information in the
thesis may not thus, obligating the researcher to abiding by the non-disclosure policies and
exposing her to possible disciplinary action, if found to have, inadvertently, breached the
rules. The researcher has, however, exercised extreme caution and ethics in using the

information, within the confines of the organization’s rules.

The physical distance between the researcher in Uganda and the university was a minor
problem which was addressed through email communication but the benefit of ‘face-time’

was lost.

1.6 RESEARCH LIMITATIONS

The research also encountered some limitations but most of them are merely indicative of
the areas that provide opportunities for further research, which is further discussed in the
concluding chapter. This thesis, is by no means, an exhaustive research, it has only focused
on, mainly, just one of the several strategies arising from the World Bank’s Strategic
Compact and furthermore, it does not examine the interplay between the decentralization

strategy and the other strategies that were proposed in the Compact.

It is a recognized fact that the problem of poverty is multidimensional, with so many and
sometimes, conflicting factors in play. Thus, this study has not examined, in detail, some
factors like the historical or political legal environment and a host of other factors that play
a significant role in the development arena. It is, therefore, difficult to isolate just one
factor and examine its specific contribution to the resolution of the problem. To further

complicate matters, even the very definitions of ‘poverty’ and ‘decentralization’ are
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contested areas. This is important because the definition of the problem influences the

definition of the solution.

The subject of study is also, incredibly, vast and deep but this study has only been able to
scratch the surface. There are many opportunities to explore organizational structures of
development organizations, their systems and, generally, how they operate in order to
harness some efficiency gains and reduction of overheads that can be translated into
poverty reduction activities. This study, however, does not examine other donor agencies
that are also implementing decentralization thus; the benefits of cross-fertilization have not

been harnessed.

Finally, the Compact was launched in 1999 but the full fledged implementation of
decentralization started years ago is only just now, gaining full momentum. Therefore,
some of the teething problems and unintended consequences that have been experienced
are still being addressed. Furthermore, this is not a strategy that can realize all or even
most of its benefits within a short period of time and some benefits will, clearly, be

realized beyond the period of study. Others may never be or will only be partially realized.

1.7 ORGANIZATION OF THE STUDY

This thesis comprises of two sections: The first covers an extensive review of relevant
literature in which the theoretical approaches to decentralization and poverty eradication
have been examined thus, providing a conceptual framework for this dissertation. This
section also details the research design and methodologies which have been applied in the
research and includes a review of Uganda’s political economy from the colonial times up
to the present day. The second then builds on the concepts developed in the initial part and
develops an empirical study for Uganda in order to illustrate the relationship between

decentralization in the World Bank and poverty eradication in the country.

After the introductory chapter, chapter two expounds the history of development,

examining various paradigms over time and examining their impacts on the ‘fight against
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poverty’. The evolution of development theories and policies is crucial in comprehending
the recent paradigm shifts and the tension between ‘alternative’ and ‘traditional’
perspectives towards development. The chapter does not seek to present the chronology
of the evolution just for the sake of it but rather to highlight the numerous debates at both
macro and meso levels in development literature and what the impact is on the current
development state, with specific reference to decentralization and poverty eradication. It
also examines the creation of the Bretton Woods Institution (IMF & the World Bank), and
how their mandates have evolved over time. In this chapter also, critics and proponents of
the World Bank policies are discussed and so is the debt crisis of the 1980s"". This

chapter lays a foundation for the rest of the chapters.

Chapter three discusses the research design and methodologies that have been used in this
research. After all, the strength of the findings is largely based on how it is found (Kumar
2005). Here also the problem statement, the research objectives and the resultant research
questions, which are the basis of the entire research, are outlined. The chapter discusses
the case for a qualitative study and why it is imperative to have the correct design without
which serious flaws may lead to incorrect findings. This chapter also outlines how the
research findings will be presented and what limitations of the study are and the ethical

requirements both in obtaining the information and reporting the findings.

Chapter four examines the economic history of Uganda and provides the political-
economic country context within which the factors interact since they do not happen in a
vacuum. In order to understand the current state of the Ugandan economy, the history of
the country is crucial and provides perspective and insight as to some of the factors at play
in the current day. The chapter, therefore, highlights the history of the colonial and post-
colonial eras and the impacts they have on the country. It examines Uganda’s post
colonial legacy and its economic situation at the time and how it evolved through different
regimes to the current regime. The chapter also discusses Uganda’s Poverty Eradication
Action Plan (PEAP), the Country Assistance Strategy (CAS) and the Uganda Joint
Assistance Strategy (UJAS) and country poverty trends over the period of study.

13



Chapter five examines, extensively, the Strategic Compact, proposed by Wolfensohn
(1997) and its decentralization strategy. The Compact was a remedial response to the
diagnosis that the organization was under substantial stress and possible decline and that it
was failing to deliver on its mission of poverty eradication. Decentralization of its
operations was one of the proposed strategies that were envisaged to improve client
responsiveness and country ownership and build stronger partnership with other
development partners. It was also envisaged that leveraging global and local knowledge
would enhance the development agenda and that could all be done in a cost efficient
manner. Subsequently, the Bank changed a number of its systems, technology, policies and
procedures and even its culture in order to support the new strategy, aimed to deliver better

development impact.

Chapter six also establishes and examines the changes, detailed in chapter five and how
they were implemented in and through the World Bank office in Uganda. This chapter
highlights the findings that most of the information and reviews of the implementation of
the strategy were maintained at institutional and regional levels. This has created a
significant information gap as to the Uganda country specific results. The chapter also
examines the trend of poverty in Uganda and briefly, relates the political-economic factors
at play. The changes in structure, systems, policies and procedures are discussed in detail.
Here, the research examines the changes by analyzing the Uganda Country Portfolio
Performance Reviews (CPPRs), the Uganda Country Assistance Strategies (CAS), the

Uganda Joint Assistance Strategy (UJAS) and other relevant documents.

Chapter seven examines in detail, the trend of poverty in Uganda and the methods used to
track and analyze poverty trends. According to the Uganda Bureau of Statistics, the
number of Ugandans living below the poverty line has been falling although it has
stagnated in the latter years of the research period. This chapter also examines issues of
income inequality, Uganda’s unsustainable population growth rates and dependency ratios;
health issues with particular focus on HIV/AIDS and malaria which have been identified as
having impact on poverty levels; high unemployment rates and the debate on ‘brain drain’.
It is in the context of these factors that the impact of the implementation of the
14



decentralization strategy of the World Bank on poverty eradication in Uganda is examined.
The objectives set by the World Bank itself, and the extent of the achievement of the
objectives on the ground is examined. These objectives include responsiveness to clients,
country ownership of the development agenda and results by the government and people of
Uganda. The partnership measures of the development agencies in their bid to deliver
more development and more effectively, as stated in the Paris Declaration, Accra Agenda
for Action (AAA) and, other initiatives are discussed. This chapter also examines the
integration of both global and local knowledge and their applications on the Bank’s

mission and possible contributions to poverty eradication in Uganda.

The final chapter highlights the conclusions drawn from this research. It highlights the
main contributions emanating from the study, both in terms of theory and policy
implications for the design and implementation. While the chapter gives an overview of
the research content and key findings, it also discusses main limitations and proposes

possible areas for further study.

1.7 CONCLUDING REMARKS

In the first chapter, it is argued that though decentralization and poverty eradication has
been the centre of many development debates, the focus has been on decentralization
within governments and not development agencies. This research, therefore, bridges that
gap by examining the decentralization in a development agency and, the impact of this

strategy on poverty eradication in Uganda.

Despite the many criticisms of the World Bank’s strategies, programmes and policies in
general and the Compact, specifically, it is argued that if the World Bank can undertake
remedial action on some parts of the Compact, the Compact, if implemented properly
promises significant and positive contributions to reducing poverty in Uganda. It is a well
known fact that a lot of funds have been lost due to ‘attrition’ by corrupt individuals and
other negative factors. Perhaps, the Bank should tighten the concept of ‘follow the money’

to ensure that funds are utilized for the purpose for which it was borrowed. Otherwise, the
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Ugandan population will continue accumulating and paying back debts for which they
have received little or no benefits. Furthermore, though the Bank claims to be apolitical, in
Uganda as is the case in many African countries, economics cannot be separated from
politics. Indeed, a significant portion of economic clout is held by politicians and their

cronies, and politics is about economic control by some (Obadina 2008).

16



CHAPTER 2
LITERATURE REVIEW

2.1 INTRODUCTION

This aim of this literature review is provide a theoretical background to dynamics of
poverty, the theories of development and the World Bank’s role as an important player in
this arena. The pertinent issue of the relationship between decentralization and poverty

reduction is also discussed.

This chapter begins by exploring theories relating to the dynamics of poverty, the theories
of development, and the World Bank’s role in development. The debt crisis of the 1980s is
then examined, and how the International Monetary Fund (IMF) and the World Bank
responded to the crisis and the impact of the crisis on the ‘developing’ nations. This is
followed by a discussion on the numerous criticisms of the World Bank’s operations, and
it’s purported ‘neo-liberal globalisation’ both from within and from without. The World
Bank has also been perceived to be a culprit in providing non effective aid, and conducting
‘development as a business’ (Musana 2008). The chapter concludes by focusing on the
promises of higher efficiencies through the decentralization strategy proposed in the
Compact, and its impact on poverty alleviation. Uganda is the case study sphere for
evaluating the World Bank’s ‘Strategic Compact — Renewing the Bank’s Effectiveness to
Fight Poverty’.

2.1.1  Theoretical Perspectives

Development partners are increasingly concerned by the slow progress being made
towards achieving the MDGs and have identified new ways of strengthening the poverty
focus of their policies and programmes, For this reason, decentralization in both
government and development partners is receiving increasing international attention as a
potential tool in the fight against poverty. Though decentralization would not be
implemented solely for the direct purpose of poverty alleviation, the ensuing changes in

the institutional architecture are very likely to impact on governance, participation and the
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efficiency of public-service delivery, all of which are critical variables for poverty

outcomes (Organization for Economic Cooperation and Development 2004).

Decentralization is the policy of delegating decision-making authority throughout an
organization, relatively away from a central authority. Some features of a decentralized
organization are fewer tiers to the organizational structure, wider span of control, and a
bottom-to-top flow of decision-effecting ideas, giving its structure a flat appearance. One
advantage of this structure, if the correct controls are in place, will be the bottom-to-top
flow of information, allowing all decisions among any official of the organization to be

well informed about lower tier operations.

The major driving force and reasons for decentralization and how its overall benefits can
be maximized have been discussed (Oates 1972; Manor 1999; Fukasaku & Mello 1999;
Dethier 2000; Shah and Thompson 2004 quoted by Organization for Economic
Cooperation and Development 2004). Although decentralization has been a popular subject
for some time now, its relationship to poverty has only recently received attention. The
economic literature on poverty has ignored its potential importance in achieving poverty
reduction objectives (Von Braun & Grote 2002; Romeo 2002 quoted by Organization for
Economic Cooperation and Development 2004).

This research asserts that the arguments for decentralizations are similar for both
governments and donor partners thus; the review of literature specific to governments is

also applicable for development partners.

The benefits of decentralization include:

1. Decisions being made by those who have the most knowledge about local
conditions;

2. Greater managerial input in decision-making having a desirable motivational effect
and;

3. Managers having more control over results.

The costs of decentralization include:
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1. Managers having a tendency to look at their division and lose sight of overall
company goals;

2. Costly duplication of services and;

3. Costs of obtaining sufficient information increase.
Delegation of decision-making to the subunits of an organization is a matter of degree. The
lower the level where decisions are made, the greater is the decentralization. The optimal
degree of decentralization with respect to a particular decision is where the decision right is
assigned to that level in the organization so that the organizational performance is
maximized for the given environment (Chang 2006)™.  Other scholars like Alesina and

Spolaore (2003), also examined the optimal degree of decentralization in governments.

This research is based on Chang’s theory of the optimal degree of decentralization.
Consequently, this has been used in the qualitative research study to establish ‘what exists
‘and ‘why it exists’ rather than ‘how much of it is there’ (Maier 1994: 3, quoted by
Sendikadiwa 2007). What is the Strategic Compact? Why did the Bank reposition itself
through decentralization and what is the resultant effect on aid effectiveness and poverty

eradication in Uganda?

There is limited, systematic and empirical analysis of the relationship between the
implementation of decentralization in the donor organizations and poverty eradication in
Uganda. To establish if it has been optimally and properly implemented, the information
has mainly been derived through the review of secondary data and, the gaps identified in
this research are areas that would merit from further research through interviews, use of
questionnaires and surveys. In carrying out a qualitative primary research, researchers
should permit the respondents to describe their own situations (Denzin 1989; Marshall &
Rossman 1999; Patton 1990; Polkinghorne 1991; Redstam 1992; Thomas 1949; Denzin &
Lincoln 2005).

Decentralization is meant to enhance a company’s effectiveness in achieving its mission
and this study entails establishing how the World Bank’s decentralization efforts in

Uganda has impacted on the chronic poverty in the country.
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2.2 THE DYNAMICS OF POVERTY

African poverty and stagnation is the greatest tragedy of our time. Poverty on
such a scale demands a forceful response and Africa, at country, regional,
continental levels, is creating much stronger foundations for tackling its problems.
Recent years have seen improvements in economic growth and in governance.
But Africa needs more of both if it is to make serious inroads into poverty. To do
that requires a partnership between Africa and the developed world which takes
full account of Africa’s diversity and particular circumstances (Commission
for Africa 2005).

Most people do not spend their day agonizing about extreme poverty in Africa. An
occasional newspaper article or television clip may bring the issue to peoples’ living
rooms, and a stub of a temporary sense of sympathy, compassion or even guilt may lead
them to issue a cheque to some charitable cause. Having thus, satisfied their conscience,
go back to their comfortable lives which may be mostly due to the circumstances of their

birth rather than any special effort on their part (Obadina 2008).

According to the New York Times (2005)* most people are not even aware of the existence
of international financial institutions (IFIs) with the support of the world’s wealthiest
nations, financing and assisting in the development of poor countries. This includes aid to
countries in Africa’s sub-Saharan (SSA) region which is currently the poorest region in the
world. Despite all the money that has so far been spent on Africa, the continent remains
far from the goals of alleviating absolute poverty for the majority of the people. Clearly,

throwing money at the problem has not made it go away. So, why are the poor, poor?

One of the most commonly used indicators for expressing the wealth or poverty of nations
is Gross National Product (GNP)™. The recent increase in the awareness and interest in the
multidimensional nature of poverty is a departure from the exclusive consideration on
income and consumption (Tsui Kai-Yuen 2000). However in practice, the monetary
approach mostly retains its dominance in description and analysis (Rugger, Laderchi 2003;

Bourguignon et al 2003). Without underestimating the weight of economics, the non-
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economic aspects of deprivation in the broadest sense, should be considered (Shepherd
2007; Woolcock 2007).

Defining poverty is complicated to the extent that there are many definitions of poverty.
Poverty is fundamentally to do with lack of well-being (Dasgupta 1993). Lack of well-
being implies some combination of inability to act and enforced misery, implying severely
curtailed human capabilities (Sen 1993: 1997). In Uganda, the concept of poverty takes
several dimensions and in 1997, at the launch of the first PEAP, Government for policy
purposes defined poverty as lack of access to basic necessities of life (food, shelter,
clothing and other needs like education and health) (Uganda Poverty Eradication Action
Plan 1997).

Analysts tend to distinguish between relative and absolute poverty. Absolute poverty is
considered to be a situation where individuals or households are unable to meet their basic
needs - food, shelter or clothing. In addition, they are unable to meet survival needs such as
education, health care and self-determination leading to feelings of powerlessness and
vulnerability (Lwanga 1997). Relative poverty, on the other hand, concerns individual
deprivation measured relative to others in society (Chen & Ravallion 2001 & 2004; World
Bank, 2008). The overall level of inequality is an important dimension of welfare and these
can be measured using the gini-coefficient of inequality (World Bank 2008).

Many economists believe that the SSA has failed to grow because of its ‘poverty trap’,
which trap occurs in several economic areas, particularly in public and private investment,
innovation and technology, and food productivity. Conditions purported to be out of the
governments’ control such as adverse geography and tropical climate requires foreign aid
in order to break out of the trap so that development can take place. When poverty is this
extreme, some argue that the poor and their governments do not have the independent
ability to raise themselves out of poverty. Other economists assert that the origin of
Africa’s entrenched poverty and stagnant growth is really about the corrupt leaders and

elites who often controlled policy. They, therefore, concluded that it was only African
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governments themselves that could lift their nations out of poverty, and foreign aid would
help, if properly utilized (The New York Times 2005).

There has been an argument that the rich nations in colonizing Africa, contributed to the
extreme poverty by plundering the countries. Regardless of whether or not this is true,
Professor Peter Singer of Cambridge University (1993) insists that ‘if it is in our power to
prevent something very bad from happening, without thereby sacrificing anything of
comparable moral significance, we ought to do it’. David Miller, an official fellow in
Social and Political Theory at Oxford University, insists that a ‘national responsibility’ to
help other nations extends ‘not only to the effects of formal political decisions and public
policies, but also to the consequences of social practices...” He proposes that nations are
obligated to intervene even when a country’s poor conditions are not caused directly by the
affluent nations themselves, because maintaining an international standard of decency
obliges all prosperous nations to support those who live below a minimum acceptable
standard (Hashmall 2006).

In the wake of colonialism, Kwame Nkrumah was an early proponent of what became the
classical definition of neo-colonialism. This definition of neo-colonialism is outlined in
one of the first books to use term, Nkrumah's ‘Neo-Colonialism, the Last Stage of

Imperialism’. He concluded:

The result of neo-colonialism is that foreign capital is used for the exploitation
rather than for the development of the less developed parts of the world.
Investment under neo-colonialism increases rather than decreases the gap between
the rich and the poor countries of the world. The struggle against neo-colonialism
is not aimed at excluding the capital of the developed world from operating in less
developed countries. It is aimed at preventing the financial power of the
developed countries being used in such a way as to impoverish the less developed
(Nkurumah 1965).

Most African countries are still experiencing very high levels of poverty leading to the
debate as to whether it is due to the colonial legacy or inherent inadequacies of the African
societies in relation to ‘modernization’. For the apologists of the colonial legacy,

colonialism despite its negative effects, set the continent on the path to development by
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laying the seeds of intellectual and material development in Africa. They also purport that
the continued political and economic turmoil in the current day is because the continent
failed to harness the benefits of colonial rule and indeed, the outcome of post-
independence self rule suggests that the withdrawal of the colonial powers was premature
(Obadina 2008).

Critics of colonialism with great indignation and outrage, dismiss such arguments as racist.
They contend that colonialists exploited the continent’s labour and resources and left
economic structures which were designed to benefit the Western countries by consigning
the continent to the role of primary producers (Obadina 2008). Baran (1957), one of the
pre-eminent pioneers of the dependency approach maintained that the ‘First World’
impeded the economic growth of the ‘developing nations’. Frank (1967); Cardoso and
Faletto (1979); Palma (1979); Wood (2001) and Pietese (2001), et al, also proponents of
this theory, proposed that underdevelopment was a result of the economic capture and
control of backward regions by advanced metropolitan capitalism. Sekhri (2009) went on

to propose how the theory could survive in the 21 century.

The World Bank Development report (1990) claims that:

The post independence development efforts failed because the strategy was

misconceived. Governments made a dash for ‘modernization’, copying not

adapting, Western models.
Mabogunje (2000: 2) then asked some questions: ‘What were the ‘“Western models’ that
African countries should have been ‘adapting’ rather than just ‘copying?’ ‘What forms
should have such adaptations have taken?” He then went on to argue that although the
models that each country aspired to follow was probably of its colonial masters, the
colonial economy was largely an extractive one with the main aim of repatriation of profits
which consequently, did not leave the colonies with any capitalist system of production or

enhance sustainable economic growth and development (Mabogunje 2000; 2-3).

In order to reduce poverty in developing countries, development economists and

politicians generally agree that promoting economic growth in poor countries is the most
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effective approach. The UNDP, in its 2003 Human Development Report explains the

connection between economic growth and poverty:

Economic growth is necessary to meet the Millennium Development Goals
(MDGs) for two reasons. First, economic growth directly reduces income poverty
for many households, increasing their savings and freeing resources for
investment in human development. Without economic growth, countries cannot
expect to halve the proportion of people living in income poverty, the first target
of the Goals. Second, economic growth tends to increase government revenue.
Because most investments in human development — health, nutrition, education,
and infrastructure — come from the public sector, greater fiscal resources are
critical to meeting the Goals (UNDP 2003).

While there is no dispute that economic growth reduces poverty, whether or not foreign aid
increases economic growth has been a subject of great debate, as demonstrated in the SSA
region. President Wolfensohn of the World Bank had this to say at the opening of the
Monterrey Consensus™ (United Nations 2002): ‘We have learned that corruption, bad
policies and weak governance will make aid ineffective’ and he suggested doubling aid
only to countries with good policies in place (Wolfensohn 2002). In response to the
Consensus President Bush (2002) said, ‘we will reward nations that root out
corruption...nations that have more open markets and sustainable budget policies, nations
where people can start and operate a small business without running into gaunt less
bureaucracy and bribery’. In addition, in 2005, the UN General assembly reaffirmed its
commitment ‘to eradicate poverty and promote sustained economic growth...for all’. It
has been also debated as to whether or not liberalized trade is the tonic that would
eliminate the need for more foreign aid. Foreign aid declined in the 1990s, from about $73
billion in 1992 to $57 billion in 2002. This was far from the lofty 1970s goal of providing
the equivalent of 0.7 percent of GDP in aid money, but most of the rich nations never even
came close to that target. By 2003, only 0.2 percent was being made available, with the
USA at the bottom of the league with 0.1 percent (Renner 2003).

Efforts, however, to reduce subsidies have so far been unsuccessful, with worldwide

subsidies for agriculture and other economic sectors running as high as $1 trillion annually.

At the World Trade Organization (WTO) meeting in 2003, it became obvious that the U.S
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and European negotiators had no intention of agreeing to cut any subsidies. A handful of
large farmers in developing nations maybe able manage to compete on the world market
but the majority of small scale farmers cannot, thus leading to rural upheavals and
subsequently, a ripple effect in the urban areas.

The collapse of trade negotiations in Cancun in September 2003 triggered much anguished
commentary. Before this crucial WTO meeting, expectations had risen sharply, with many
expecting a deal to reduce Western agriculture subsidies and the lowering of barriers to
greater food trade. Free traders, World Bank officials and even non-governmental
organizations (NGOs) seemed all to agree that this combination of measures would greatly
enhance the rural poor in combating poverty (Renner 2003). Surely, the alternative was
not to open the floodgates of aid, with the richer nations setting their poorer cousins on the
path to development with a ‘quick fix’. It was necessary to understand the complexities
and contradictions of aid policy. Tied aid tends to advance the interests of donors more
than that of the recipients (Obadina 2008).

The exports of the SSA countries are dominated by primary commodities, while food
items, oil, and manufactured goods are their major imports. In the policy debate on the
causes of the steady deterioration in SSA export performance since the early 1970s; it has
been argued that African governments have handled terms of trade shocks extremely badly
and that an inability to cope with external shocks has contributed to Africa's debt problems
and very low rate of economic growth. As a result of this mishandling, the gains obtained
from positive terms of trade shocks have been small, while real losses from negative
shocks have been large (Cashin & Pattillo 2000). To complicate the situation, the terms of
trade set by richer countries tend often to exploit poor countries and pay extremely low
prices for their exports of commodities. Furthermore, foreign businesses operating in
Africa also often do not help the local economy much as most of their profits are
repatriated (Cashin & Pattilo 2000).

However, an intelligent aid policy that addresses urgent needs can make a huge difference,
Renner (2003) contended. On the other hand, a policy that ignores the opportunities for
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poverty alleviation but dogmatically pursues globalization at the expense of the poor was

bound to lead to even greater upheaval.

In the face of compelling evidence that openness to trade is associated with increase in
economic growth, nations have been negotiating trade agreements (Amponsah 2005:2). In
2005, Uganda joined the EAC Customs Union and adopted the Common External Tariff
(CET) which resulted into higher tariffs for imports to Uganda. With regard to exports,
Uganda does not face high tariffs or non-tariff barriers to its current export partners, and
exporters have managed to meet the requirements of preferential treatment in the EU
(Stavlota & Nannyonjo 2006:6; Uganda Poverty Status Report 2007:45). Members of the
TPRB commended Uganda on its active participation in the Multilateral Trading System.
They noted Uganda’s expectations and experience that non-reciprocal preferential
treatment and its regional arrangements were a spur to liberalization, particularly through
the active participation of the private sector. Concerns were expressed about overlapping
membership of regional agreements in which Uganda participated, and the likely increases
that might result from the adoption of common external tariffs under the agreements
(Trade Policy Review Uganda 2001).

Uganda’s best option in improving on its trade position is to focus on regional markets and
consolidate its relationship with its trading partners within the region. The country is
largely dependent on agriculture and although many reforms have been undertaken to try
and boost the sector, there are still many issues that make this, perhaps, not the most viable
option to development. In the first instance, no country has ever developed based on its
agricultural sector and the Western countries have, over the ages, subsidised their
agriculture sector thus; protecting them from open competition. Given that most of the
Ugandan population is rural and agricultural in nature, this sector is perhaps the way to go
but this would require a move from subsistence agriculture. The other glaring issue is the
impact of climate change which has wrought significant consequences. The country needs

to improve on its manufacturing and service sector to compensate for losses in agriculture.
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In order to fully grasp the dynamics of poverty and the various responses to this
phenomenon, it is necessary to understand the concept of development through the course

of history to the present day.

2.3 CLASssICAL THEORIES OF ECONOMIC DEVELOPMENT

According to Contreras (1998), there are four schools of economic thought that emerged
after World War 11 which are generally considered to fall under ‘development economics’:

Structuralism;

The Linear-stages-growth model

The neo-Marxist or dependency theory
The neoclassical revival of the 1980s.

Eall el

2.3.1  Structuralism

The structuralists focused on mechanisms by which ‘underdeveloped’ economies
transformed their domestic economies from a traditional subsistence agricultural base into
a modern economy. Thus, it became critical to expand the modern economy while
contracting the indigenous traditional economy of the region, structurally transforming

economies so as to bring about self-sustained economic growth.

2.3.2  The Liner-stages-growth Model

According to Rostow (1960), economic development was viewed as a linear process. He
argued that advanced countries had all passed through a series of stages and the developing
countries would too. The traditional society, the preconditions to take off; the take-off, the
drive to maturity, the age of high mass consumption. Purportedly, the advanced countries
had already passed the stage of take-off and had achieved self-sustaining growth. The

developing counties were still in either ‘preconditions’ or the ‘traditional’ stage.

2.3.3  The neo-Marxist or Dependency Theory

Marxian economics refers to a body of economic thought stemming from the work of Karl
Marx. However, the proponents of this theory distinguish it from Marxism as a political
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ideology arguing that Marx’s approach to understanding the economy was intellectually
valuable per se, independent of his advocacy for revolutionary socialism. It is not
restricted to Marxist economy as it includes the economic thought of those who do not

identify with ‘Marxism’ as a political ideology.

Marxian economics is based on the works of Adam Smith, Thomas Malthus and David
Ricardo. Marx advanced the theory that the most important (and perhaps only) beneficial
economic consequences of capitalism were a rapid growth in productivity abilities. He
also expounded greatly on the notion that labourers come to harm as capitalism became
more productive. Cassidy (1997); Steadman (1977); Mongiovi (2002); and Kilman (2007),
have however, accused Marx’s theories of being rife with internal inconsistencies thus, the
shift to neo-Marxism. The neo-Marxists expanded the scope of orthodox Marxist doctrine
by looking at exploitation among nations. Marx’s doctrine of surplus value stated that the
worker was being robbed by the capitalist class, receiving a very small fraction of the value
of the product his labour produced. The difference was expropriated by the capitalists —
the private owners of the factories and the machines. They went ahead to give this theory

an international dimension based on the behaviour of nations.

2.3.4  The Neo-Classical Revival

Neoclassical theory experienced resurgence in the 1980s, during a period when
governments of most of the industrialized nations were governed by conservative political
parties. They argued that economic stagnation in developing countries was a by-product of
poorly designed economic policies, and excessive state interference in the economy. They
argued that in order to stimulate the domestic economy, and promote the creation of an
efficient market, developing countries needed to eliminate market restrictions and limit
government intervention. This was to be accomplished through privatization of state-
owned enterprises, promotion of free trade, reduction or elimination of restrictions on
foreign investment, and reduction or elimination of government regulations affecting the

market.
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Development economics is a branch of economic analysis that responded to the perceived
inability of classical, neo-classical, and Marxist economics to address what plagued the
poor nations of the world, with high levels of chronic poverty. Development economics is
an extension of both political and traditional economics. It goes beyond the scope of either
classical/neo-classical or Marxist economics. It, too, is concerned with the efficient
allocation of scarce resources but its main concern is sustained economic growth over time
which improves the standard of living for the masses that live in poverty in developing
countries. Thus, one of the main goals of development economics is the formulation of
public policies designed to bring about rapid economic growth. By the 1950s, the world
was divided into two distinct groups of countries, the rich and the poor. Economists and
government policymakers have since then been researching reasons for the disparity, and
for ways to eliminate it, making ‘poverty history’. Development economics, in addition to
being concerned with the efficient allocation of existing scarce productive resources and
with their sustained growth over time, it also deals with the economic, social political and
institutional mechanism, both private and public, necessary to bring about rapid and large
scale improvements in living standard (Todaro & Smith 2006). Development economics
ultimately describes and explores the causal reasons why some countries, communities and
people are rich and others are poor. The main issues that have emerged from these
analyzes concern the dynamics of human well being, often reflected in growth in income,
wealth or other welfare metrices and the possibility of multiple dynamic equilibria,
including a ‘low level equilibrium’ more popularly known as a ‘poverty trap’, (Barrett &

Swallow 2006), ‘non-linearity’s in savings, investments, and production’ (Sachs 2005).

With regard to development theory on the other hand, there are the various schools of
thought that have been proposed starting from the eighteenth century to the present day
‘beyond development’ paradigm (Barrett 2007: 3). The theory of economic development in
its general form does not fall within the categories of economic analysis. Economic
analysis cannot say why any society starts developing and to what social agents this
process is due. Nevertheless, it can describe the mechanism of economic development
(Furtado 1987).

29



Mainstream economic theory in the Western world has been dominated by different
paradigms over time. In the 1920s, it was the neoclassical economic theory. This theory
was based on the premise that all economic activity can be explained by the decisions of
autonomous, resource constrained, utility maximising (rational) economic agents, this was
consistent with the simplicity paradigm (Paradigm of Order) which predicted order,

reductionism, predictability and determinism (Geyer 2003).

The theory fails the utilitarian test due to its simplistic view of human beings as simply
being driven by the singular impulse of pleasure/utility maximization. The most famous
definition of utilitarianism equates it with the belief that, ‘that action is best which procures
the greatest happiness of the greatest number’. The statement was first made by Francis
Hutcheson in his ‘Inquiry into the Original of our Ideas of Beauty and Virtue’ (Hutcheson
1725). Bruce and Barbone (2011) examine ‘Mill’s proof of utilitarianism’ as a moral
theory but, human beings, in carrying making economic choices do not necessarily select
the action that ‘procures the greatest happiness’ for others but may act in self interest or

some other reasons.

The utopian vision of neoclassical theory has been found to be out of touch with the reality
but nevertheless, it was so dominant in its day that its proponents were successful in

marginalising contrary opinions labelling them as ‘heterodox’ (Satyananda & Gabriel

2003).

During the 1950s the economic development of less developed countries became a major
focus of economic policy and theory. Those were the years of ‘high development
theory’(Krugman 1993; Arndt 1987), when a set of ideas put forward by a relatively small
group of economists, many of them with links with international organizations such as the
United Nations, established development economics as a new field. Furtado (1987) one of
the economists proposed that inquiry into the reasons for backwardness was only
meaningful in a historical context, which then required a different approach from the one
prevailing at the time. He, however, was at pains to emphasize that the economist should
not limit themselves to a ‘mere description of historic cases of development’. Analytical
tools were necessary in order to interpret the connection between the main variables. The
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theory of economic development moves on two planes: first, abstract formulations of the
actual mechanisms of the process of growth’ based on models with stable relationships,

followed by their application to historic realities.

Loosely, high development theory can be described as the view that development is a
virtuous circle driven by external economics, that is, modernization breeds modernization.
Consequently, some countries remain undeveloped because they failed to get this virtuous
circle going and thus, remain stuck in a ‘poverty trap’. Such a view implies a powerful
case for government activism as a way of breaking out of this trap (Little 1982). By the
late 1950s, high development theory was in a difficult position. Mainstream economics
was moving in the direction of increasingly formal and careful modelling and yet it was
difficult to model the theory due to the problem of dealing with market structure. The
theorists such as Hirschman (1958) just decided to opt out of the mainstream. They built a
new development school which many economists did not buy into until the 1980s and

1990s when it was ‘rediscovered’.

Since the 1970s, there have been a proliferation of criticisms of development questioning
the belief in modernization and the search for ‘progress’ that has motivated so much of the
development theory and practice since the 1950s. With the neoclassical revival in the
1980s, development scholars and policy makers started to highlight the need to restructure
and improve the nature of development process. However, these diverse strands of work
did not provide the basis for a new grand theory of development. There were somewhat
unrelated contributions from various disciplines that nevertheless, helped enrich the
development discussion (Haines 2005). Some of the contributors to the various debates on
development theory include: Easterly (2002); Seligson (2003); Fine and Kenyatta (2005);
Kenyatta (2005); Meier (2005); Sachs (2005); Mavrotas and Shorrocks (2007); World
Bank (2009) and Melamed et al (2010)"" and the debate continues largely due to the fact
that a solution is yet to be found for some of the developing countries which still remain
mired in the depths of poverty.
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While mainstream economics may be defined in terms of the ‘rationality-individualism-
equilibrium’ nexus, heterodox economics may be defined in terms of an ‘institutions-
history-social structure’ nexus (Lawson 1997; Dow 2000). One of the broadly accepted
principles of neoclassical economics is the assumption of the ‘rationality of economic
agents’, in which people seek to ‘maximize their individual utility’ subject to

environmental constraints (Landsberg 1989).

According to Harcourt (2006), Kaldor (1980) as well as Davidson (2007), the Keynesian
theory is misrepresented by both the Keynesians and the New Keynesian economists
which dominates today’s mainstream macroeconomics alongside the neoclassical
economics. The distinct feature of Post Keynesian economics (Arestis 1996) is the
principle of effective demand; that demand matters in the long as well as short run, so that
a competitive market economy has no natural or automatic tendency towards full
employment. The theoretical basis of this market failure is not rigid or sticky prices or
wages (as in New Keynesian economics which is best regarded as a modified form of

neoclassical economics).

Uganda with its high poverty levels has a relatively low effective demand. Consequently,
if the economy is to grow based on this theory, there will be a need to increase the
effective demand. Furthermore, although the market forces work freely in the country, the
unemployment levels still remain high. Uganda’s unemployment rate has worsened over
the years with college and university graduates coming into a market that is already super
saturated (Uganda Bureau of Statistics 2007). One of the problems is basically, the
education system which despite the recent efforts to reform the system, stills churns out job
seekers. The major part of the system is not geared to technical/ hands-on orientation.
Consequently, there are so many youths looking for jobs (The New Vision Dec. 28 2008).
Furthermore, the under-utilisation of female labour in Uganda and other Sub-Saharan
African countries is increasingly being stated as the next major obstacle to furthering

poverty reduction and development in the region (Bridges & Lawson 2009).

Heterodox economics reject the fundamental assumptions on which most of the
neoclassical economics theory is based on. There is no single heterodox theory in
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economics. Instead, there are many heterodox theories. What they all share, however, is a
rejection of neoclassical orthodoxy as the appropriate tool for understanding the workings

of economic and social life. The reasons for this rejection vary but include:

1. Neoclassical theory is appropriate as a tool only under certain limited conditions
where there is ‘perfect’ or ‘near-perfect’ competition.

2. The Austrian School in particular considers neoclassical theory relevant for

conditions of equilibrium.

It is useless as a tool for understanding economic and social life.

All theories are valid so long as they are internally consistent.

Neoclassical theory is a form of ideology or religion, which is grounded in

unscientific concepts (Satya 2003).

ok w

Since the onslaught of neoliberal triumphalism from the 1980s onwards, critical
development theory increasingly found itself in a sort of academic twilight zone. With few
exceptions development research became characterised by an emphasis on empiricism,
quantitative methodologies and policy-oriented project evaluations. Interpreting Third
World problems in terms of the inner logic and shifting contradictions of a globalising
capitalism was limited to those situated in the critical theory twilight zone (Robino 2009).
However, a process of rethinking development research set in some time ago. This process
has been accelerating since the end of 2008, when neoliberalism started to lose most of its
triumphalism because of the globalising financial and economic crisis (Schuurman 2009).
There have been a growing number of proponents of the complexity theory and its
application to the problems of development. It is one of the four C’s of a new paradigm:
complexity, chaos, catastrophe and cybernetics. The new mode of economic thought
rejects traditional assumptions that imply that the economy is a closed system (the
simplicity paradigm) that eventually reaches equilibrium. Instead, it views economies as
open complex adaptive systems with endogenous evolution (Colander 2000; Beinhocker
2006).

The organized effects of the World Bank to direct change have been confronted by the
impossibility of a total understanding of the sets of variables that generate change and are
in constant flux. New inter-relational processes are constantly being generated that in turn

may have affected and changed those already in existence. How then can this research
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possibly propose conclusive evidence in the World Bank’s drive to eradicate poverty in
such a complex interaction of forces? The complexity theory challenges aid organizations
to scrutinise their own behaviours and histories. It privileges a concern for process rather
than targets and supports an approach that seeks to make a difference by working through
relationships rather than focusing on pre-set outcomes. It encourages being explicit about
values and a concern for how an organization’s interventions are judged by others (DFID
2010).

When the current President of Uganda came into power over twenty years ago, he
exhibited Marxist tendencies but quickly abandoned them. However, he has supported,
very strongly, women in development and many of the country’s programmes have
specific gender perspectives, thus advocating for Feminist economics (The Library of
Congress, A Country Study: Uganda 2009). By challenging ‘trickle-down’ theories of
development and arguing that modernization was impacting differently on men and
women, the gender debate emerged as a development issue with the Women in
Development (WID) approach which was mainly concerned with women’s lack of access

to resources as key to explaining their subordination (Serote 2001).

Feminist economics, another relatively new paradigm, broadly refers to a developing
branch in economics that applies feminist lenses to economics. It encompasses debates
about the relationship between feminism and economics on many levels: like applying
mainstream economics to, purportedly, under-researched ‘women’ areas (Barker, Drucilla
& Feiner 2004). A prominent claim by one of the leading feminist economists, Waring
(1988), is that the GDP does not adequately measure unpaid labour predominantly
performed by women, such as housework, childcare and eldercare. Since a large part of
women’s work is rendered invisible, they argue that policies meant to boost the GDP can,

in many instances, actually worsen the impoverishment of women.

The feminist economists gained recognition as a reputed area of inquiry and in 2005. The
ISI Social Science Citation Index ranked the journal ‘Feminists Economics’ very highly in
the economic journals. The feminist economists argue for incorporating gender into the

analysis of data. This theory is important in Africa and, particularly in Uganda, where the
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paternalistic culture has left the majority of, especially, rural women impoverished.
Mainstream economists assume that resources are shared equally in a family setting as an
altruist unit, but the evidence indicates is that women have had fewer opportunities, in
Uganda.

Women of Uganda ... you are at the centre of production but at the periphery
of benefit’ (Hon. Miria Matembe 2003).

Lack of control over productive resources by women remains one of the root
causes of poverty...Gender is a number one poverty issue. Gender inequality
emerges from PPA2 as one of the main reasons for persistent poverty.
Women’s lack of decision-making power over land and other household
assets, cash incomes, and when and how often to have children is a direct
cause of welfare problems like poor nutrition and health, excessive fertility,
high infant mortality, overwork and women and drunkenness among men
(Uganda Participatory Poverty Action Plan | & 2 2000).

The extent to which gender inequalities in Uganda are likely to impact economic growth
focuses on five factors: education, agricultural employment, access to credit, high fertility,
and imbalances in the gender division of labour. While further research is needed in these
areas, the analysis suggests that there is a strong connection between gender inequality and
growth performance in Uganda. Consequently, it is critically important that growth
enhancing and poverty reducing policies take account of these issues and seek to tackle the
gender-based inequalities not only to promote equity and justice but also to promote
economic growth efficiency. In this respect, the Government’s determination to address
gender growth linkages in economic policymaking which has been pioneered by the
Ministry of Finance and Economic Development (MFPED) and supported under the

Poverty Reduction Support Credit (PRSC) 4 programme is encouraging.

Women’s lack of access to productive resources is a hindrance to economic development.
It can also be said that economic development has created a change in the culture due to
the realisation of some of its negative aspects. A comprehensive National Gender Policy
was formulated in 1997 with the aim of mainstreaming gender issues and concerns in the

national development process in order to improve the social, legal, political, economic and
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cultural conditions, especially of women (MAAIF & MFPED 2002: 37). One of the main

issues that were highlighted in the UPPAP 1 and 2 was poverty arising from women’s lack
of ownership to property rights in general and to land in particular.

The land issue is a major problem in Africa, with many African countries having confused
land ownership systems so that a lot of useful land is unused and, in some African
countries where rainfall is unreliable there is still little or no irrigation of land. Africa's
natural resources have also been mostly monopolised by European and American
companies largely taking money out of Africa. Furthermore, African land degradation,
largely due to poor land management, has mostly been worsening in recent years especially
in East Africa and near the Sahara (Berry 2002; Bosworth 2002 & Cotula, Lorenzo et al
2004). President Yoweri Museveni (2007), however, has attributed the high level of
poverty, especially in rural areas, to failure by rural communities to engage in commercial
agriculture. He said rural communities practice subsistence agriculture, which only avails
food for families but leaves no room for generating incomes or savings for households.
Land Tenure reform is one of the most divisive yet important topics in SSA today. For
countries with high rural populations and high population growth rates, an efficient and
fair land tenure system is commonly seen as necessary in order to alleviate poverty and
reduce conflict (Green 2005).

Given the failure of the theories discussed above which has contributed to a tension within
mainstream development between the human and social development represented by
international organizations such as the United Nations and the International Labour
Organization (ILO) and the structural adjustment and global monetarism of the IMF and
most IFIs, with the World Bank no longer as close to the latter position as formerly
(Pieterse 1998: 345), perhaps time has come for a paradigm shift in which Africans need to

establish what works best for them.
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2.5 CONTEMPORARY THEORIES OF DEVELOPMENT

After decades of trying to encourage modern development, it is generally recognised that
development, though possible, is extremely difficult to achieve in that it faces more
challenges than previously thought. The poor performance of neoclassical theories in
enhancing long term growth has led to a search for alternative paradigms. Most of the
orthodox theories have not stood the test of time in addressing the problem of poverty in
Africa and thus, the heterodox theorists proposed alternative solutions, some of them, like
the Marxian economics, building on previous works of the orthodox Marxist economics.
Some theories like the Feminist theories, however, departed completely from the orthodox
theories by adding a completely new dimension to the debate.

However, as the battle against poverty, in especially, sub-Saharan poverty has continued
despite all these debates, the contemporary theories of development have come into play in

recent years:

Post structuralism,

Post development,

The new growth theory,

Neo-liberalism,

Institutionalism and neo-institutionalism.

agkrownE

Needless to say,
The world is tired of grand solutions (Max-Neef 19991: 110).

251 Post Structuralism

Post-structuralism encompassed the intellectual developments of continental philosophers
and critical theorists who wrote with tendencies of twentieth-century French philosophy.
The post-structuralist movement was closely related to postmodernism but the two
concepts are not synonymous (Harrison 2006). The general assumptions of post-
structuralism derive from critique of structuralist premises. Specifically, it holds that the
study of underlying structures is itself culturally conditioned and therefore, subject to bias
and misinterpretations. Post-structuralist Marxian theory attempts to rethink the dynamics

of social relationships and embraces the fact that we live in a world of complexity. Resnick
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and Wolff (1988) have advanced the utility of Marxian theory by emphasizing the social

processes.

According to Escobar (2000), the status of development has become difficult to ascertain.
Modernization and dependency theories were the reigning paradigms but due to the
increasing inability of development to deliver on its promises, the rise of schools of
thought that questioned its basic rationality and the availability of new tools of analysis,
mainly post-structuralism, the theories came under question. In the 1990s, post
structuralist critiques succeeded in casting serious doubts not only on the feasibility but
also the very desirability of development. This resulted into the possibility of a post
development era in which the centrality of development as an organizing principle of

social life was, purportedly, no longer viable.
2.5.2  Post Development

The idea of development stands like a ruin in the intellectual landscape. Delusion
and disappointment, failures and crime have been the steady companions of
development.... Development has been outdated (Sachs 1992: 1).

If you live in Mexico City today, you are either rich or numb if you fail to notice
that development stinks... the three development decades were a huge,
irresponsible experiment that, in the experience of a world-majority, failed
miserably (Esteva 1987: 138).*"
Alternative development has been concerned with alternative practices of development
which are participatory and people-centered and redefine the goals of development
(Pieterse 2000). Storey (2000) analyzed the post-development theory’s challenge to the
dominant development paradigms and proposed that some insights of post-development
can be of considerable value. Post-development theories draw from the post-modern
philosophy and also from the post-colonial theory (Sylvester 1999); its fundamental issue
is the questioning of the concept of development itself. Post development may be
interpreted as a neo-traditionalist reaction against modernity. More enabling as a
perspective is reflexive development in which a critique of science is viewed as a part of
development politics (Pieterse 2000). Post development thinking has mainly focused on
the politics imbued in the terms used in the development discourse. While differentiated
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across multiple axes, they are united by an antagonism to development as normalizing,
deeply destructive discursive formation emanating from ‘the West’; by firm rejection of
any sort of reformist tendencies and by faith in new social movements (Robino 2009,
quoting Haines 2005).

Within the post-development approach, development discourse legitimizes and reinforces
western dominance over the ‘Third World’ partly through the definition of the ‘Third
World’ as being in need of western-style development (Hobart 1993: Escobar 1995). The
“Third World’ is subject not only to the economic but also to the ‘definitional power of the
West...Development... [is] a standard by which the West measures the non-West’ (Sardar
1999: 44, 49). Sardar (1999) goes on to elaborate this concept in which the absence of
western forms of technology, for instance, is not being treated as just a difference in

technology but as underdevelopment.

Ferguson (1990) in his analysis of the World Bank’s depiction of the economy of Lesotho
found a recurrent Bank emphasis of an, alleged, ‘aboriginal’ economy, largely unexposed
to commercial markets and the money economy thus, an underdeveloped economy. In
Foucault’s (1987) terms, to demonstrate the ‘failure’ of development to reduce poverty is
also to miss the point because the real purpose of development is to exercise discipline and
dominate. To call for policy change simply reinforces the power of dominant institutions
such as the World Bank because they can then rationalize further interventions in the name
of ‘corrective’ actions. As Crush (1995:10) puts it, ‘development is also the cure, never
the cause’. For post-development theorists, the ‘Third World’ thus remains objectified and
its peoples’ needs externally defined. Development, however revised, ‘can only lead to

further subjugation of the non-West’ (Sadar 1999:53).

However, the post-development response is problematic from both an analytical and

political point of view for four specific reasons, according to Storey (2000):

1. Despite its anti-totalizing claims, propounds are over-generalized and in some
ways, exaggerated conception of development. For instance, it fails to address
the question of whether there are alternative conceptions of development that
might or do entail relationships of non-dominance (or at least, diminished
dominance).
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2. How many people and societies have achieved, or want to achieve, a condition
of being beyond development? Where exactly do ‘people beyond modernity’
live and where do they want to live?

3. The commonly designated agents of change, the social movements, are not
guaranteed to be anti-authoritarian and democratic in their structures and
principles.

4. Even if progressive internet is somehow evident, fragmented social
movements and groups, often operating around single issues, may be no
match for the power of, say, increasingly globalized capital.

Pieterse (1998:345) however, argues that despite its difficulty in generating a future
programme, ‘post-development articulates meaningful sensibilities’. Despite its
shortcomings, there are real political insights within the paradigm. In summary, post-
development theory wrongly assumes ‘development’ to be singular, hegemonic and
invariably, negative. It romanticizes movements of resistance to ‘development’ and yet at
the same time assumes such resistances to be unattainable. However, scanning the present
landscape of development alternatives looking for new realities is beyond the scope of this

thesis.

2.5.3  The New Growth Theory

According to Cortright (2001), the theory emphasizes that economic growth results from
increasing returns associated with new knowledge. Knowledge being non-rival and partly
excludable has different properties from other economic goods. He argues that the ability
to grow the economy by increasing knowledge rather than labour and capital which are
subject to diminishing returns, creates opportunities for nearly boundless growth.
Consequently, the African governments need to focus on issues like research and
development, the education system, entrepreneurship, macroeconomic expectations and

openness to trade.

Romer (1994), one of the leading theorists of this school of thought, proposes that the

neoclassical theory was not wrong; it was just incomplete because it applied deductive
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logic to a set of assumptions about consumer behaviour and the technology of production.
Adding knowledge to these models make them more realistic. Traditionally, economics
has been regarded as a dismal science it keeps suggesting that we will eventually run into
serious limits to growth in our finite world. The New Growth Theory, however, implies
that we can continue living for centuries by steadily improving our knowledge of how to
produce more and better goods and services with smaller amounts of physical resources
(Grossman & Helpman 1994). Aghion (2012) revisits the theory and seeks to apply it to
the rate and direction of innovation process and policy.

255 Neo-liberalism

Neo-liberalism is a label for the market-driven approach to economic and social policy
based on neoclassical theories of economics that stresses the efficiency of private
enterprise, liberalized trade and relatively open markets, and therefore seeks to maximize
the role of the private sector in determining the political and economic priorities of the
country. The neo-liberalism economic policies have become widespread during the last 25
years or so. Around the world, neo-liberalism has been imposed by powerful financial
institutions like the IMF, the World Bank and the International American Development
Bank. The capitalist crisis over the last 25 years, with its shrinking profit rates, inspires the
corporate elite to revive economic liberalism (Martinez & Garcia 1996; The Thistle 2000).
The Thistle (2000) lays the blame squarely on the IMF and World Bank for being ‘Puppets

of the neo-liberal onslaught’.

Proponents of neoliberal ideology argue that ‘open, competitive, and unregulated markets,
liberated from all forms of state interference, represent the optimal mechanism for
economic development’ (Brenner & Theodore 2002: 2). Yet, while neoliberal ideology
criticizes state intervention, actual neoliberal policies and practices involve ‘coercive,
disciplinary forms of state intervention in order to impose market rule upon all aspects of
social life’. Such policies and practices are complex, contradictory, and contested, and
operate at multiple levels of governance. In an effort to clarify how neoliberal policy has
developed, Peck and Tickell (2002) identify two interrelated phases or processes: ‘roll-

back neo-liberalism’ and ‘roll-out neo-liberalism.” ‘Roll-back neo-liberalism’ refers to ‘the
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active destruction or discreditation of Keynesian-welfarist and social-collectivist
institutions (broadly defined)’. This process involves the retreat from previous
governmental control of resources and state regulations, including public services,
nationalized industries, and labour and social rights. Also known as privatization, it is the
‘sharing or delegating of authority to non-governmental agents’ (Handler 1996:78-80).
Privatization takes many forms, including the sale of public assets, voucher programmes,
deregulation, cutbacks in public services, and the contracting out of those services to for-
profit and non-profit agencies.

The second neoliberal process, ‘roll-out neo-liberalism,” refers to ‘the purposeful
construction and consolidation of neo-liberalized state forms, modes of governance, and
regulatory relations’ (Peck & Tickell 2002:37). ‘Roll-out neo-liberalism’ involves the
creation of new trade and financial regulations by international governance institutions,
such as the World Trade Organization, the IMF and the World Bank. It also involves
socially interventionist policies and public-private initiatives that are paternalistic and
punitive (Aguirre, Eick & Reese 2006).

According to Kolodko (2011), neo-liberalism is a philosophy in which the existence and
operation of markets are valued in themselves, separately from any previous relationship
with the production of goods and services, and without any attempt to justify them in terms
of their effect on the production of goods and services; and where the operation of a market
or market-like structure is seen as an ethic in itself, capable of acting as a guide for all
human action, and substituting for all previously existing ethical beliefs.

The source of the current global economic crisis, Kolodka (2011) argues, lies in the failure
of America’s neoliberal capitalism. It could not have occurred in countries with a social
market economy, but only under the conditions of the neoliberal Anglo-American model.
The intense shock the world experienced took place as a result of the coincidence of
numerous political, social, technological and economic circumstances. The intersection of
these conditions was possible only under a special combination of values, institutions, and
policies made possible under the United States special brand of neo-liberalism (Kolodka
2011) but as Chandra (2010) in the ‘Musings of an Argumentative Indian’ puts it:
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Neo-liberalism as an ideology may be rotten to the core, but without thriving

markets, there is no hope for progress whatsoever (Chandra 2010).
Neo-liberalism overestimates the power, purpose and usefulness of individualism. It
unnecessarily supports greed, by elevating this vice to the level of an economy propelling
virtue. It neglects the social cohesion aspects of the economy and does not perceive of
human beings as the center of economic activities. In the place of people, there is money.
Values are not accounted for under neo-liberalism almost everything translates into
monetary worth. According to the doctrine of neo-liberalism it is possible and worthwhile
to trade in everything which may bring profit, including expectations both rational and
irrational (Kolodka 2011; Aguirre, Eick & Reese 2006).

From the institutional side, neo-liberalism made the government with its regulatory
responsibilities to be regarded by most as relatively irrelevant and undesirable in its
interventions. However, lasting economic progress is possible only due to an intelligent
synergy of the power of the invisible hand of the market and the visible mind of the
government. This applies particularly, though not exclusively, in the countries of emerging
markets. Institutional intervention is the necessary corollary of contemporary capitalism.
That principle is not valued by neo-liberalism due to its intense focus on serving the needs
of special interests groups (Kolodka 2011; Aguirre, Eick & Reese 2006). This research
supports government intervention and argues that the issue should be the amount and
nature of the interventions and not that intervention should be eliminated completely. In
Uganda, government has, largely, not interfered in the economy but recently, due to the
galloping inflation and amidst public outcry, government responded with a restrictive

monetary policy.

Kolodka (2011) goes on to propose that neoliberal policy confuses its purposes with its
measures. The purpose of economic policy is sustainable long-term development. It should
be sustainable not only economically, but also socially and ecologically. Low inflation,
positive interest rates, a balanced budget, fast privatization, currency exchange rate, are
instruments and tools of policies. He argued that it is not possible to subordinate any
economic strategy or policy to indices, which only illustrate phenomena and processes

from those areas. To improve the financial standing of narrow groups of elites at the
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expense of the majority of society, neo-liberalism espouses ideas such as liberty and
democracy, private ownership and entrepreneurship, competition and economic freedom.
However, declaring such ideas as pro bono publico, but actually using them for the benefit
of the minority at the expense of the majority, is a common tactic of neoliberals (Kolodka
2011).

‘We are not in the midst of a crisis of capitalism, since capitalism has special capacities for
adaptation” Kolodka (2011) argues. It has been proven on many occasions in the past and
will so be the case in the future. But, he goes on to say, the current crisis is a fundamental
breakdown of the neoliberal model. Wherever neoliberal tendencies dominate from the
United States in the times of ‘Reaganomics’, to the United Kingdom during the primacy of
‘Thatcherism’, in Latin American countries which allowed the imposition of the
Washington Consensus in the 1990s, to Russia during Yeltsin’s term of office or Poland
during the ‘shock without therapy’ period at the beginning of the post-communist
transformation, the ensuing financial crisis has been most acute (Kolodka 2011). In
Uganda, the financial and economic crisis impact is now being felt and poverty levels have
increased, eroding a great deal of the previous years’ ‘Ascendant Star’ reputation of the

current president in his twenty five year reign.
Kolodka (2011) concludes:

It is most important now to prevent the neoliberal doctrine, which attempts to lead
the global political and economic recovery after minor cosmetic changes and
insignificant adjustments, from imposing its trajectory on the world economy
again. There is only one rational way to move forward, that is to adopt a post-
GDP economics since we are already in the post-GDP economy. The new
paradigm for development economics must exercise interdisciplinary and
heterodox approaches, of the many choices available to replace neo-liberalism. |
believe New Pragmatism is the most sensible way to move the world forward into
a future looking economy.

Fine (2009) in his paper ‘Social Policy and the Crisis of Neo-Liberalism’ proposed neo-
liberalism as a concept which was already under scrutiny due to what appeared to be its

more recent crisis both in material terms and of legitimacy. Significantly, questions over
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the nature of neo-liberalism, even whether it is a legitimate category of analysis had

already been raised prior to the current world wide economic crisis.
Nevertheless, Fine (2009) quoting Castree (2006:6) says:

I suspect that ‘neo-liberalism’ will remain a necessary illusion for those on
the...left: Something we know does not exist as such, but the idea of whose
existence allows our ‘local’ research findings to connect to a much bigger and
apparently important conversation.
With regard to the changes in the World Bank, Bayliss and Fine (2007) argued that the
policy and rhetoric of the Washington Consensus was to privatise as much of the public
services as possible with little or no attempt at scholarly justification, and equally limited
attention to the realities underpinning provision with, for example, no survey of regulatory
capacity of developing countries until 2004 (Wallsten 2004). At this point, in an
apparently dramatic turnaround, the early 2000s witnessed a remarkable rethink on the part
of the World Bank, it’s even confessing that it had been mistaken in being so ideological
committed to privatisation. This seemed to be inspired by the failure of privatisation to
materialise in practice in some instances, the failure for it to generate the promised levels
of private sector investment and increasing problems with disputed and broken contracts
(Bayliss & Fine 2007).

Another scathing report on the World Bank’s Africa Strategy, by Global Realm (2011)
seethed:

Drunk on their own neoliberal rhetoric, the multilateral establishment swoons
over the continent’s allegedly excellent growth and export prospects, in the
process downplaying underlying structural oppressions in which they are
complicit: corrupt power relations, economic vulnerability, worsening Resource
Curses, land grabs and threats of environmental chaos and disease.

These are merely mentioned in passing in the Bank’s Africa Strategy — the most
comprehensive of these neoliberal-revival tracts — but a frank, honest accounting
of the author’s role is inconceivable, even after an internal Independent
Evaluation Group report scathing of mistakes the last time around. That effort, the
2005 Africa Action Plan (AAP), was associated with the G-8's big-promise little-
delivery Summit in Gleneagles.
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The Bank admits the AAP was a ‘top-down exercise, prepared in a short time
with little consultations with clients and stakeholders’, and that the ‘performance
of the Bank’s portfolio in the Region’ was lacking. Tellingly, the Bank confesses,
‘People who had to implement the plan did not have much engagement with, and
in some cases were not even aware of, the AAP (Africa Action Plan 2005).

According to Heeks (2005), the Millennium Development Goals (MDGs) are an attempt to
directly address fundamental injustices and inequities that prevail in the world today. But
he argues that just because the hearts of the development world is in the right place doesn’t

mean the ‘patients’ should shallow the ‘pills’ without questioning the ‘doctor’.

He goes further to propose that the MDGs should be questioned first from a political angle.
The MDGs, arguably, arose as a ‘counter-blast’ to the perceived failure of the ‘neo-liberal’
agenda, which proposed free markets, the private sector, and globalisation as to the
solution to delivering poverty eradication and yet the new agenda falls into many of the

same traps as the old one (Heeks 2005).

Neo-liberalism was accused of being ‘hegemonic’: of imposing a one-size-fits-all model
that allowed no deviations from orthodoxy. But, Heeks (2005) argues, the new approach
does just the same, forcing policies through the MDG filter and hammering them hard until
they pass through. ‘Where is the flexibility? Where is the consideration that there might

be alternative, even better, paths to development?’

Neo-liberalism was also accused of being an invention of the North imposed on the South
by international agencies but it could be argued that this is true of the MDGs as well.
Developing nations have been dragged from one Northern-inspired orthodoxy to the next:
a state agenda in the 1960s and 1970s; a private sector agenda in the 1980s and 1990s; and
an NGO agenda in the 2000s. Where is the breathing space and support for countries to
construct their own individual agendas? (Heeks 2005; Obadina 2008).

2.5.6  Institutionalism and the Neo-Institutionalism Theory

...efficient economic organizations is the key to growth...(North & Thomas 1973).
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Third World countries are poor because the institutional constraints define a set of
payoffs to political/economic activities that do not encourage productive activity
(North 1990a).

There is a broad agreement that in defining institutions, focus should not only be on formal
institutions but also informal routines or relationships (Bell 2000). Levi (1990:409) argues
that ‘the most effective institutional arrangements incorporate a normative system of
informal and internalized rules.” North (1990:36) agrees and argues that the most
significant institutional factors are often informal. Hall (1986:19) defines institutions as
the ‘formal rules, compliance procedures and standard operating practices that structure the
relationship between individuals in various units in the polity and economy.” Similarly,
March and Olsen (1989:160) emphasizes that the main impact of institutions in political
life stems from interrelated rules and routines that government relations. North
(1990a:384-385) also emphasized the importance of formal rules and of the monitoring

and enforcement mechanism required.

From today’s perspective, the old institutionalism displayed little interest in cumulative
theory building (Shepsle 1989:132; Easton 1971:77; Eckstein 1979). The main emphasis
was on description, not on explanation or theory building. Old institutionalism, Bell
(2000) declares, is, however, not dead. Description of institutional arrangements is still an
important aspect of research in politics and formal legalism is still prominent in fields such
as constitutional studies and public administration. When old institutionalism did turn to
explanation, it was assumed that political behaviour was more or less scripted by the
formal rules or procedures of the institutional setting. On this front, there is some overlap
between the old and the new institutes (Hirsch 1997).

Nearly three decades ago, the first neo-institutionalism arguments were formulated by John
Meyer (1977), Brian Rowan (1977), Richard Scot (1983) and Lynne Zucker (1977). New
institutionalism is a theory that focuses on developing a sociological view of institutions,
the way they interact and the way they affect society (Maggio & Powell 1991). It provides

a way of viewing institutions outside of the traditional views of economics by explaining
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why so many businesses end up having the same organizational structure even though they
evolved in different ways and how institutions shape the behaviour of individual members.
Institutions operate in environment consisting of other institutions, the institutional

environment (Krasner 1984:228).

New institutionalism amounts to ‘bringing institutions back in’ and a revival and
expansion of this approach that has been taking place since the 1980s. Social, political and
economic institutions have become larger, considerably more complex and resourceful,
and prima facie more important to collective life (March & Olsen 1984:734). Institutional
factors have also figured prominently in explanations of why some countries pursued such
different responses to the common economic challenges of the 1970s and 1980s (Thelen &
Steinmo 1992:5). Also, there have been major public policy revisions in the face of such
challenges that have resulted into massive institutional restructuring, impacting especially

on the role for the state and involving substantial public sector reform.

During the recent years, as the processes of economic globalization advance quickly,
epistemic thinking and openings to new conversations and new approaches to the
production theory in the field of international management is emphasized. The economy
institutionalism sustained in pure theories of the economy rationality that of main agency
and the transaction costs, amongst others, motivated the analysis of the international
organizations, at a time in which the operations of the multinational corporations expand
(Vargas-Hernandez 2010; North 1990; Williams 1985 and Zald 1989). As critical
approaches to international management, the institutional theory has gained importance in
the literature of organizational studies (Peltonen 2006). The central issue has not been the
influence on a given set of institutions on economic behaviour but understanding the

process of institutional change itself (Groenewegen1995).

In economics, the new institutionalism is most closely associated with Washington
University, where Douglass North, a Nobel Prize winner, 1993, for his work in new

institutionalism, was based. He, with Oliver Williamson and other new institutionalists,
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changed some of the neo-classical assumptions about economic rationality and emphasized
the importance cost minimization. The issue of economic rationality of individuals and
institutions informs many debates as further propounded by Fine and Milonakis (2009),
Slater and Tonkiss (2001), Coleman (1986), Heilbroner and Milberg (1995), Abell (1996),
Levi et al (2002), Calvert (1995) and others.

Fine and Milonakis (2009) argued that the theory of economy rationality was
fundamentality flawed and they questioned the legitimacy of the premise. They quoted
Coleman (1986:363) proposing that all non individual behaviour must be derived from

individuals:

Satisfactory social theory must attempt to describe behaviour of social units, not
merely those of individuals.....it must, nevertheless be grounded in the behaviour
of individuals...the central theoretical challenge is to show how individual actions
combine to produce a social outcome....

They further argued ‘but how can the (rational) individual construct the social? The

answer is that it cannot, even for those who are deeply committed to it.’

Abell (1996:266), in a survey of rational choice in sociology, said:

Rational choice theory may claim explanatory privilege... not on the grounds of
its exclusivity but, rather, in terms of its claims to be our first choice of
framework for theory construction and thereby, by its own canons, generating the
need for auxiliary theorists when it has done its best..
There is, therefore, need to recognize that man’s relations with his fellow man are on a
totally different footing from his relations with the objects, of physical nature and is not
always rational (Levi 2002:8; Elster 1979: viii; Calvert 1995 et al) and the entire notion of
rational choice is an overly simplistic behavioural assumption (Boris 1988; Dunleavy

1991; Hall & Taylor 1996 & Bell 2000).

According to Menard and Shirley (2011), North, along with Williamson, transformed the
early intuitions of new institutional economics (NIE) into powerful conceptual and
analytical tools. NIE arose in response to the questions not well explained by standard neo-

classical models and some of the issues were:
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1) The assumptions of perfect information.

2) The notion of individuals being rational wealth-maximizers with stable preferences.

3) That exchange is instantaneous and costless.

4) That different rates of development were purely as a result of different endowments
of resources and human capital or of different rates of investment and adoption of
new technologies.

5) Why the political markets did not function like the economic markets.

6) Under what circumstances states would protect property rights even when they had
unchallenged power to expropriate properties and subjugate individuals.

The neo-institutional economics answers to these issues were based on three key concepts:

1) Transaction costs;
2) Property rights and,;
3) Contracts.

Building on work by Coase (1937; 1988, 1992), Cheung (1983) and Williamson (1990),
North used the concept of transaction cost to address the question: ‘Why are some
countries rich and some countries poor?’ (Menard & Shirley 2011), Obadina (2008), and
other scholars have asked the same fundamental question with specific regard to the
continued pervasive poverty in Africa. According to North (1990b), political markets are

more prone to inefficiency than economic markets thus, higher transaction costs.

With regard to property rights, neo-classical economics assumed that what people trade are
physical commodities but what they really trade are the rights to those commodities, these
rights being a set of rights to take permissible actions to use, transfer or otherwise exploit
or enjoy property (Coase 1959; Alchian 1965; & Menard & Shirley 2011). North focused
on how property rights and their enforcement affect the ways societies develop and differ
(Menard & Shirley 2011).

For the third core concept, the neo-classical paradigm assumed contracts are agreements
between parties that are: perfectly enforced and perfectly complete.  North (1981)
emphasized early on, the key role of contract enforcement and especially the role of
coercion in protecting property rights and individual rights. Furthermore, the risk of state
predation led North, Weingast and others to emphasize ways the state might credibly

commit to respect property rights (Menard & Shirley 2011).
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Amongst other things, North’s research changed many economists view of development
from a process of growth spurred by new technology and capital accumulation to a
dynamic process of institutional change and why the persistent disparity in the
performance of economies and the persistence of these disparities despite countless efforts

at reform and decades of foreign aid and advice (Menard & Shirley (2011).

Continuing his groundbreaking analysis of economic structures North developed an
analytical framework for explaining the ways in which institutions and institutional change
affect the performance of economies, both at a given time and over time. Institutions exist,
he argued, due to uncertainties involved in human interaction: they are constraints devised
to structure that interaction. Yet, institutions varied widely in their consequences for
economic performance; some countries developed institutions that produce growth and
development, while others developed institutions that produced stagnation. North first
explores the nature of institutions and explained the role of transaction and production
costs in their development (North 1990; Kolodka 2011). He then propounded on
institutional change proposing that institutions create incentive structure in an economy
and organizations will be created to take advantage of the opportunities provided within
the institutional framework. North argued that the kinds of skills and knowledge fostered
by the structure of an economy shaped the direction of change and gradually altered the
institutional framework. He then explained how institutional development may lead to a

path-dependant pattern of development.

In his book ‘Institutions, Institutional Change and Economic Performance (Political
Economy of Institutions and Decisions’ (1990), North explains the implications of this
analysis for economic theory and economic history, He indicates how institutional
analysis must be incorporated into neo-classical theory and explores the potential for the
construction of a dynamic theory of long-term economic change (North 1990). North’s
ideas had an especially strong impact on development economists, practitioners in the aid
community, and policy makers and scholars in developing countries. Scholars studying
underdevelopment turned to North as one of the few prominent economists offering

persuasive new answers to the question why some countries were rich and others continued
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in abject poverty. North was first invited to speak at the World Bank in 1994 and the
World Bank devoted its 2002 World Development Report and subsequent publications, to
institutions and development (Menard & Shirley 2010). Subsequently, critiques of the
World Bank and other development agencies cited inability to deliver on the development
promises, to institutional barriers to growth (Easterly 2002; Martens2002; Shirley 2008 et
al).

MacKenzie (2008) claims the book as ‘a refreshing change from ‘economics as usual’’, the
factors discussed, being real institutions and actual history. North, he continues, ‘draws
upon the right sources for his theoretical underpinnings (Coase, Hayek, Ostrom, Olson,
Veblen quoted by Mackenzie 2008)’. Mackenzie also discusses North’s focus on the issue
of primary importance, economic performance through time. ‘How does economic
development happen? Why does it happen in some nations and not in others?” He also
dwells on some issues he considered important, such as adaptive efficiency (p80-18),
incremental changes in institutions coming entrepreneurs (p8) and understanding

institutional change in terms of transaction costs, relative prices and ideology (p86).

Arsenault (2006) in his case for the limits of hard rational choice argues that North’s work
attempts to show how hard-rational choice theory and neoclassical theories are weak in
that they argue that cooperation and coordination are not fundamental to transactions.
North writes that in the ‘zero transaction cost world, bargaining has no place, however, in
the real world, institutions, bargaining and cooperation are necessary’ (pl6). In
conclusion, new intuitionalism has emerged in response to the concentration on

behavioural/rational choice theories in the discipline.

However, the paradigm of neo-institutionalism, as proposed by North, is not without
challenge, one of the most prominent scholarly challenges are detailed in works of Fine
and Milonakis (2003), Fine (2002; 2006) and Fine and Sundaram (2006).

Analyzing the North theories, Fine (2006) noted that the key concept of North’s theory of
institutions is that of transaction costs arising out of the incomplete, asymmetrically held

and hence, costly nature of information. As North (1990) put it: ‘when it is costly to
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transact, institutions matter’. They assume central importance in the explanation of

differential performance (North 1990:3-4: 1995:23).

Institutions and institutional change then became the primary focus of North’s writings.
At the same time, Fine (2006) asserts, North also felt the need to tackle three more
theoretical problems: the sources of institutional change; the persistence of institutional
arrangements and the riddle of the free-rider problem associated with the rationality
assumption. North then proposed ‘a theory of property rights that describes the individual
and group incentives;, ‘a theory of the state, since it is the state that specifies and enforces
property rights’ and, ‘a theory of ideology that explains how different perceptions of reality
affect the reaction of individuals to the changing ‘objective situation’ (North 1981:7-8
quoted by Fine 2006 ).

According to Fine (2002), in accounting for the unprecedented growth of western countries
in the modern era, North singles out the establishment of ‘well-specified and well-enforced
property rights’ (North 1989). However, this departs from previous work (North &
Thomas 1973) in which efficient property rights were no longer seen as the only possible
outcome. Inefficient property rights can also prevail, however, their existence and
persistence needs an explanation and the state offers a solution for North (Fine 2006). Fine
then debates North’s notion of the state being presented as if it were a profit-maximising
individual subject to constraints. Thus, inefficient property rights in this framework arise
as a result of the state’s dichotomy of interests (maximization of ruler’s own revenue and
of society’s welfare) and, as a result of the constraints imposed upon its actions from

potential rulers and from the transaction costs of collecting taxes (North 1981).

Having explained the state’s role in resolving inefficient property rights, Fine proposes that
North deploys ideology to solve the problem of altruistic behaviour and what he calls ‘the
deviations from the individualistic rational calculus of neo-classical theory’ (North
1981:12).  Broadly speaking, North presented the state and ideology having the ‘free-

floating’, universal power to explain more or less anything that happens (Fine 2006).
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However, Fine’s fundamental contention that the most pervasive element in North’s work
was his continued use of neo-classical tools and analytical methods, including
methodological individual’s, rational choice and comparative statics, which is evident in
almost every aspect of his theoretical excursion. Fine asserts that even when North he
departs from the neoclassical framework through the introduction of institutions and
ideology, he does so in a complementary way, in order to make up for the deficiency in its
underlying framework. As such Fine (2006) concludes, these concepts cannot remain

residual to the neo-classical framework.

Ankarloo (2006) argued that neo-institutional economics does not provide scientifically
grounded explanations of the ‘institutions of capitalism’ and concludes that it should itself
be viewed as an ‘institution of capitalism’. He proposed that there is an underlying
contradiction in neo-institutionalism as it attempts to make its economic theory more
realistic, more social and more historical in its approach. The concepts of ‘transaction
costs’, ‘property rights’, ‘institutions’ etc are invoked in recognition of the limits of the
tools of neoclassical state equilibrium theory but there emerges some profound unsolvable
contradictions. “This paradigm’, Ankarloo (2006) argues, ‘is not the solution to the
problems of orthodox economics but simply a testament to the fact that the problem still

remains unsolved’.

Meramveliotakis and Milonakis (2010) also argued that transaction cost reasoning, a basic
premise of the neo-institutionalist paradigm, as only a comparative exercise which is hard
to reconcile with the dynamics of institutional formation and change. Quoting Langlois
(1992), they argued that transaction cost economics can at best, explain short run
phenomena but was inadequate in explaining long-run dynamic processes of learning and
of development capabilities, thus, ‘they are short-run theories that...have no long-run
positive’. Furthermore, they claimed, the paradigm implies ‘universalism’ where the
explanations of all institutions and organizations that have appeared in history can be
translated without transaction cost terms and without regards to the specific historical

circumstances.
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The Washington Consensus is an inevitable topic when a discussion on institutionalism is
undertaken. The term ‘Washington Consensus’ was initially coined in 1989 by John
Williamson to describe a set of ten specific economic policy prescriptions that he
considered should constitute the ‘standard’ reform package promoted for crisis-wracked
developing countries by Washington, D.C.-based institutions such as the International
Monetary Fund (IMF), World Bank, and the US Treasury Department (Eravandi 2009).

These ten reforms were:

1. Fiscal Discipline

2. Reordering Public Expenditure Priorities

3. Tax reform

4. Liberalizing Interest Rates

5. A Competitive Exchange Rate

6. Trade Liberalization

7. Liberalization of Inward Foreign Direct Investment
8. Privatization

9. Deregulation

10. Property Rights

The three big ideas here are macroeconomic discipline, a market economy, and openness

to the world, at least in respect of trade and foreign direct investment (FDI).

The reforms did not always work out the way they were intended. While growth generally
improved across much of Latin America, it was in most countries less than the reformers
had originally hoped for. Success stories in Sub-Saharan Africa during the 1990s were
relatively few, Uganda being one of them, and far in between, and market-oriented reforms
by themselves offered no formula to deal with the the various emergencies in which the
continent became embroiled. The critics, meanwhile, argued that the disappointing
outcomes have vindicated their concerns about the inappropriateness of the standard
reform agenda (Eravandi 2009; Obadina 2008 & Conteras 1998).

The World Bank's report Learning from Reform shows some of the developments of the

1990s. There was a deep and prolonged collapse in output in some countries. Many Sub-

Saharan African economies failed to take off during the 1990s, in spite of efforts at policy

reform, changes in the political and external environments, and continued heavy influx of
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foreign aid. Uganda, Tanzania, and Mozambique were among countries that showed some
success, but they remained fragile. There were several successive and painful financial
(Eravandi 2009; Obadina 2008 & Conteras 1998).

The ‘demise of the development theory’(McMichael 1996), the ‘myth of
development’(Rivero 2001); the failure of the ‘development industry’(Rihani 2002):
eloquently capture the fact that ‘development’ has come to an impasse or dead end in
developing countries especially in sub-Sahara Africa. However, alternative strategies have
been proposed to transcend the development impasse and the problem has been addressed
from both theoretical and empirical perspectives (Sen & Grown 1986; Sklair 1988;
Asanate 1991; Yansane 1996; Rivero 2001; Belshaw & Livingstone 2002; Chang &
Gabriel 2004). These proponents belong to the alternative development school of thought
and propose that since political and economic prospects for some countries are growing
bleaker by the day, a serious reconsideration of what development is and what it should
entail was necessary. Perhaps, the time for another paradigm shift has come but was this
just a search for another paradigm?

There is, however, no debate on the fact that post-colonial African states have been a
general failure in the implementation of development objectives, despite the various
attempts to account for these failures (Beckman 1989; Ake 1996). The current ‘scapegoat’
for the failure of development in sub-Saharan Africa is ‘bad-governance’ (World Bank
1992; UNDP 1997; Leftwich 2000). Ake (1996) has suggested that development has never
really been on the agenda in Africa and it could be argued that the absence of the

development on the agenda is due to the nature of the African state.

The Africa post-colonial state departs in fundamental respects from either the Marxist of
Weberian conceptions of the state (Leftwich 2000). It is generally acknowledged that the
state has a crucial role to play in development, thus advocacy for the ‘developmental state’
in Africa, which according to Rapley (1996) is an unrealistic option. This is due to the
requirements inherent in such a state, for example, the state needs to be insulated against
society, giving a highly skilled technocratic bureaucracy the autonomy it needs to impose
discipline on the private sector (Rapley 1996; 138-139). Furthermore, bureaucrats must be
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able to draft policies that promote national development...enact unpopular and even harsh
policies in the name of development...ignore or repress discontent these policies provoke’,

he proclaimed.

This also called for authoritarianism, class politics (a productive local bourgeoisie class to
jump-start the economy). It is argued that capitalism forms the lifeblood of the modern
state and capitalism and patrimonialism are incompatible, yet African states are
patrimonial/neo-patrimonial. The emphasis on the importance of the capitalist class
reflects a euro-centric/Western conception of development (Sachs 1992; McMichael 1996).
Given the development impasse, it is imperative to adopt a strategic approach to overcome
the development predicaments. This strategic approach should involve ‘strategising’ or
‘mainstreaming’ rural development (Ake 1996; Shepherd 1998). However, rural
development programmes have so far failed throughout Africa, and lack of political will
has been sighted as the major culprit (World Bank 1997; Jaycox 1996). However,
Mabogunje (1980); Mackenzie (1992); and Rihani (2002) contend that the fundamental
reason for the failure of rural development is the adoption of an inappropriate development
paradigm. Potter (1971) asserted that the classical model of development based on the
experience of the developed countries of the West and Japan is the one usually followed by
developing countries. It is, however, he said, becoming increasingly clear that this classic

model of rural development is unrealistic for many developing countries.

A new development paradigm must adopt a broader concept of rural development which
takes into account the nature of power relations in rural society (Bengtsson 1979:61-66).
The paradigm proposed by Shepherd (1998) constitutes a comprehensive or holistic
approach. He proposes that rural development policy must be legitimated by an appropriate
development ideology. The way out of the current development impasse in Africa as a
whole and sub-Saharan in particular lies in the institutionalisation of the developmental
state and adoption by this state of a development policy based on the promotion of the

rural sector.

Some of the proposed theories include ‘post structuralism’ and ‘post development’
approaches. Uganda has, aggressively, pursued the modernization of its agricultural sector
57



arguing that rural development was the most appropriate way for the country to develop.
The country is, however, still at a rudimentary stage of implementing ‘sustainable
development’ which is generally, understood to refer to development which meets the
needs of the present generation but not at the expense of future generations. The landmark
for the ‘sustainable development’ paradigm was the publication of the ‘Limits to growth: A
report to the Club of Rome’s Project on the Predicament of Mankind’ (Meadows 1972).
There have, subsequently, been numerous debates on the issue, with specific reference to
Africa (World Bank 2000; Taylor 2002 and Adesina 2002 et al). Uganda has, however,
made notable progress in addressing the issues of gender inequalities and the impact on
development, according to the 2005 Poverty Eradication Action Plan (PEAP). There have
been deliberate policy changes in political, legal, social and other spheres of life to try and
mainstream gender issues in development. The country also practices ‘community
development’ as an ‘alternative’ form of development. It is now widely agreed that the
poor are not passive actors in development, once a radical and controversial issue is now
mainstreamed (Berner & Phillips 2005). However, it has been difficult to practice

community development in some communities in Uganda due to the cultural practices.

Despite the macroeconomic advances, poverty and inequality remain at high levels in
Uganda with a significant number of the population still living in abject poverty. It is
within this context of paradigm after paradigm ‘experimentation’ that the growth of the
World Bank as an institution, and its Strategic Compact’s bid to renew the Bank’s
effectiveness in its poverty eradication mission, through the decentralization strategy
implementation in Uganda, that this research has been undertaken. Chapter three outlines
the research objectives and details how the research will be undertaken and how the

findings will be presented.

2.6 THE CREATION OF THE IMF AND THE WORLD BANK

The post war formation of the United Nations, UN, and its attendant agencies such as the
World Bank, the IMF, ILO and various regional commissions, proved to be an important
impetus. The commissioning of various studies by these institutions led to the emergence

of a non academic strand of development theory (Conteras 1998).
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The International Monetary Fund (IMF) and the International Bank for Reconstruction and
Development (IBRD) (popularly known as the World Bank), also known as the Bretton
Woods Institutions (BWIs), were formed in Bretton Woods, New Hampshire in 1944,
They were precursors to the United Nations, and other multilateral institutions formed after
World War |1, to promote a spirit of cooperation among nations, especially in economic
matters. Questions have since arisen as to whether the functions of both institutions made

sense for the period spanning the 1940s to the early 1980s, and indeed in the current day.

The World Bank Mission Statement was crafted under the leadership of President
Wolfensohn (1995), and it marked an era of the turnaround of what many considered to be

an ailing organization.

To fight poverty with passion and professionalism for lasting results.

To help people help themselves and their environment by providing resources,
sharing knowledge, building capacity, and forging partnerships in the public and
private sectors.

To be an excellent institution that is able to attract, excite, and nurture committed
staff with exceptional skills who know how to listen and learn.

On March 31, 1997, the World Bank Board unanimously endorsed ‘The Strategic
Compact: Renewing the Bank's Effectiveness to Fight Poverty’. The Strategic Compact,
proposed by World Bank President James D. Wolfensohn, outlined how the Bank
proposed to reform and reposition itself to better address the changing needs in
development and the provision of development assistance. Some of the overall objectives
of the Compact included the following:

=

Putting more resources on the frontline;

2. Developing new products and services relevant to the changing global
economy

Further decentralizing operations to the ‘field’;

4. Building stronger partnerships with all the players in the development field.

w
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Decentralization, which is the main focus of this research, is the policy of delegating
decision-making authority throughout an organization, relatively away from a central
authority. Some features of a decentralized organization are fewer tiers to the
organizational structure, wider span of control, and a bottom-to-top flow of decision-
effecting ideas, giving its structure a flat appearance. One advantage of this structure, if the
correct controls are in place, will be the bottom-to-top flow of information, allowing all
decisions among any official of the organization to be well informed about lower tier

operations.

The term ‘decentralization’ embraces a variety of concepts which must be carefully
analyzed in any particular country before determining if projects or programmes should
support reorganization of financial, administrative, or service delivery systems.
Decentralization -- the transfer of authority and responsibility for public functions from the
central government to intermediate and local governments or quasi-independent
government organizations and/or the private sector -- is a complex multifaceted concept.
Different types of decentralization should be distinguished because they have different

characteristics, policy implications, and conditions for success (World Bank 2005).

Decentralization led to the reorganization of the operational, financial, administrative and
service delivery systems in the Bank and subsequently, the transfer of authority and

responsibility to the ‘country offices’.

The Bank’s main products are:

1. Lending products, guarantees (promotion private financing by covering risks that
the private sector is not normally ready to absorb or manage) and budget support;

2. Other (Non-lending) Products (learning, capacity building, advisory services and
so forth).

Prior to the Strategic Compact, the World Bank operated very much like the highly
centralized bureaucracy that it was and still is, in many ways. The ultimate power base

was in Washington and the Field Offices, as they were known then, had no real authority
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to make decisions, the then Resident Representatives, were indeed just representing the

face of the World Bank in the ‘field’ were they were located.

In a bid to implement the Strategic Compact, the Bank changed its structures and
introduced matrix management. Prior to the change to matrix management (Figure 2.1),
the World Bank had tall bureaucratic structures. The current matrix was conceived in
1997, and has undergone modifications in order to ensure an appropriate fit with the

changing client environment.

Figure 2.1: The Uganda Country Office Matrix

VP Africa Region SECTOR MANAGERS

Country D}rector / / / / / /
Country Manager V 4
Sector Networks PREM D ‘%SZ Fl OPCS

N RM A

Crosscutting Networks IS CS COMM

Key:

PREM - Poverty Reduction & Economic Management

HD - Human Development

ESSD - Environmentally & Socially Sustainable Development
FSE - Finance & Private Sector Development

OPCS - Operational Policy & Country Services

ISN - Information Solutions Networks

RM - Resource Management

ACS - Admin. & Client Support

COMM - Communications

Source: World Bank 1999 (constructed by researcher from documentary sources)

The matrix resulted into a dual reporting mechanism for both sector networks and the
crosscutting support networks, except for the ACS staff who report only to the Country
Director/Manager. The rest of the staff report to the Country Manager based in Uganda

and also to their respective Sector Managers.
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The Strategic Compact underscored the importance of replenishing the skill sets of Bank
staff. This objective has been considerably advanced with the completion of a Bank-wide
strategic staff development planning exercise in which each unit was asked to take stock of
its existing and future skill needs, staffing levels and anticipate resulting staff movement.
The immediate impetus for the exercise was a general concern about the apparent lack of
staffing flexibility and capacity of units to respond in a timely way to changing skill needs
as well as a desire to predict with some precision the levels of redundancies which were to
be funded under the Compact (World Bank 1999).

Through the Strategic Compact and the Cost Effectiveness Review in 1999, the leadership
of the Bank called for the comprehensive renewal of the information systems to play a vital
role in realizing the vision of a stronger, more effective World Bank: able to deliver higher
quality services to the clients, more rapidly, at lower cost, and able to easily share
development knowledge and expertise with partners and clients through a global network
(World Bank 1999).

During a staff retreat for Country Department 4 (CD4) Uganda and Tanzania, held in
Zanzibar at the beginning of June 2004, the staff reiterated that the Bank’s culture had not
changed in response to decentralization, which had necessitated a multi-sectoral approach
as a way of doing business. It is purported that the Bank’s reward system still promotes
silo behaviour, which was a characteristic of the old Bank.

The country office in Uganda, as in many parts of the world, tended to behave like a
monopolist in a suppliers’ market, especially when dealing with weak government. If the
government does not clearly clarify what they want, then the Bank tells them what they
should want. However, with the leadership under President Museveni, this has been
minimal since his government has been clear on their priorities, sometimes, disagreeing
with the donor communities. However, in comparison with other donors, who tend to
support very specific projects, the Bank with its policy of budget instead of project support

is considered, comparatively, liberal.

In the event of globalization, the world is largely modelled along the western world’s

culture with its value system. The Bank is no exception in its programmes, which are
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underpinned by the western culture. Consequently, the Bank requires the government to
‘privatise’, to ‘liberalise’ which may not necessarily be consistent with the African culture.
Thus, holistically, the Bank is not as effective as it would be with regard to its impact on

poverty reduction.

The Bank has developed new lending instruments, which enable governments to transfer
funds directly to local communities. Prior to decentralization, the Bank only channelled
funds through the central government by means of special accounts. However, this has
been amended to permit for certain types of procurements at community level and the

Bank can now enable direct funding of some components to local governments.

Jim Adams, Vice President of Operations Policy and Country Services (2004), and former
Director of CD4 comprising Uganda and Tanzania has led a review of Bank policy,
programmes, and procedures with one aim: to see where and how obstacles can be
removed or streamlined to make the Bank’s development work more effective. For
operational staff, the objective is to create an environment where, if staff found a policy or
procedure inappropriate, they have ability to raise the issue with OPCS and get a sensible
answer (World Bank 2004).

The Bank has also changed the way it implements projects, in ways that are strengthening
local government and civil society. In the past, special project management units were set
up to oversee daily project operations and handle such tasks as procurement and the
contracting of services. These were established to overcome what was regarded as weak
local government capacity to manage the many complex tasks of project implementation
and to adhere to cumbersome Bank procedures for reporting and accounting. While the
approach helped to smooth project execution, it did not improve local government
capacity. With the Bank’s assistance, many local governments are now taking
responsibility for project development and execution and proving that they are quite
capable of efficiently performing them, provided they have access to technical assistance
when required (Okwero 2004).
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The Bank has also developed more flexible procedures for procurement, contracting and
disbursement in Bank-financed projects, which are better adapted to the needs of the local
communities that are designing, planning and implementing small projects. These are
intended to overcome the problems associated with traditional Bank procurement
guidelines (Okwero 2004).

2.7 THE DEBT CRISIS OF THE 1980s

Blanco and Carrasco (1998) assert that the debt crisis of the 1980s was significant in many
ways. In the first instance, it gave the IMF a highly visible role in crisis management.
According to them, although many observers have criticised the Fund and the World Bank
for their handling of the debt crisis, no one would disagree that the institutions helped
bring about a system, however muddled, that eventually resolved the acute phase of the
crisis. The IMF was able to do this by bringing together commercial banks, debtor

countries, and other entities involved in the crisis.

The Fund and the Bank’s adjustment programmes have inevitably been controversial but
should they be blamed and ostracised for the ‘lost decade’? Studies have yielded mixed
results: some showing clear evidence that the adjustment programmes have hurt the poor
and widened the gaps between the rich and the poor. Other studies show contrary results,
thus enabling the institutions to insist that the short-term pain was worth the long-term pain
Shah (2012), George (1990), Hanhel (1999) and Stiglitz (2000).

The popular belief is that the ‘petrodollar recycling’ of the 1970s gave rise to the debt
crisis. During this period, the price of oil rose dramatically, and the oil exporting countries
in the Middle East deposited billions of dollars in profits received from the price hike in
U.S and European banks. Commercial banks were eager to make profitable loans to
governments, state-owned entities and private companies in developing countries, using
the ‘petrodollars’. Developing countries, particularly in Latin America were eager to
borrow relatively cheap money from the banks (Blanco & Carrasco 1998; Engdahl 2004;
Spiro 1999 121-123).
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The frenzied lending and borrowing came to a halt with the global recession of the early
1980s. The significant drop in debtor countries’ exports, combined with the strong dollar
and high global interest rates, depleted foreign exchange reserves that debtor countries
relied upon for international financial transactions. Debtor countries then began to feel the
strain of having to make timely payments on their foreign debt, which became much more
expensive to pay off because the loans carried floating interest rates that increased along
with global rates. Massive capital flights out of developing countries only served to
compound the problem (Blanco & Carrasco 1998).

The principal players in the crisis, governments, commercial banks, the IMF and the World
Bank, averted a collapse of the international financial system by resorting to case-by-case
debt restructuring negotiations, the ‘muddling through’ approach. The approach entailed
engaging in a series of work-outs with hundreds of commercial bank creditors throughout
the world via Bank Advisory Committees or Steering committees, which were composed
of banks with the greatest exposures to debtor countries. Workouts for government-to-
government lending took place under the auspices of the Paris Club, a forum open only to
sovereign states (Blanco & Carrasco 1998; Clark 2005).

Under this approach, the commercial banks agreed to provide new loans to debtor
countries and to stretch out external debt payments. In return, debtor countries agreed to
abide by IMF and World Bank stabilization and structural adjustment programmes
intended to correct domestic economic problems that caused the problems. IMF
stabilization programmes typically included drastic reductions in government spending, a
tight monetary policy and steep currency devaluations. World Bank structural adjustments
programmes focused on longer-term and deeper ‘structural’ reforms in debtor countries.
After a few years of repeated restructuring deals, ‘debt fatigue’ began to appear. New
loans to debtor countries fell as commercial bank creditors assessed that the debtor
countries were facing insolvency rather than a temporary setback in their ability to pay
back the foreign debt.

In October 1985, U.S. Treasury Secretary James Baker proposed a strategy to attempt to

alleviate the debt fatigue. The plan was designed to renew growth in fifteen highly
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indebted countries through $29 billion in new lending by commercial banks and
multilateral institutions in return for structural economic reforms such as privatization of
state-owned entities and deregulation of the economy. The strategy failed because the
projected financing did not materialise, and to the extent that it did, the new lending merely
added to the debtor countries’ already crushing debt (Blanco & Carrasco 1998).

In light of the situation, plans that would provide debtor countries with debt relief as
opposed to debt restructuring began to emerge. In the meantime, various debtor countries
suspended debt payments and fell out of compliance with or refused outright to adopt, IMF

adjustment programmes.

The Brady Initiative, March 1989, by U.S. Treasury Secretary, Nicholas Brady, marked a
change in U.S. policy towards the debt crisis. Given the persistently high levels of foreign
debt, the Initiative shifted focus of the strategy from increased lending to voluntary,
market-based debt reduction, through the reduction of outstanding principal, and debt
service reduction of interest payments in exchange for continued economic reform by the
debtor countries. Brady deals combined with economic reforms and increased flows of
capital to debtor countries led some observers in the early 1990s to declare that the debt

crisis was over (Blanco & Carrasco 1998; Monteagudo 1994; Krugman 1994).

A great number of observers criticized the IMF and the World Bank for their handling of
the debt crisis. But of course, it has always been easier to score goals from the stand than
from the playing field. It has, however, been argued that the stabilization and structural
adjustment programmes, SSAPs imposed great costs on the poor and the most vulnerable
in developing countries while ‘bailing out’ the banks and investors (Stiglist 2002; Palast
2002).

Despite the gains recorded, the evidence is clear that the poor have suffered
disproportionately as a result of the SSAPs. The debt crisis seriously eroded whatever
gains had been made in reducing poverty through improved social welfare measures over
the preceding decades. Thus, the label on the 1980s ‘the lost decade of development’
(Blanco & Carrasco 1998).
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2.8 CRITICS OF THE WORLD BANK

These days, it seems, only wild-eyed anarchists and third world dictators believe
capitalism is not the high road to a better world. Free markets, growth and
globalization have been the economists’ mantra since the end of the cold war.
But at the World Bank, the high church of development economics, a widening
schism over how to fight poverty is sending ripples over the world (Kahn 2000).

Wade (2006) noted that the critics of neoliberal globalisation had tended to focus on the
role of the international institutions: IMF, WTO, World Bank, rather than on the world
financial system itself. He contended that in the post-Bretton Woods era, the functioning
of the latter had been a major source of vulnerability for developing countries, exposing
large swathes of their populations to sudden falls in real incomes and depressing national
growth rates. Earlier in 2001, Wade had written about a ‘Showdown at the World Bank’
following the departure of the Bank’s chief economist, Joseph Stiglitz, amidst a mighty
furore. At about the same time, anti-globalization protesters prepared to descend on
Washington and Stiglitz concurred with the protesters position that the Bretton Woods
Institutions were arrogant and that their economic ‘remedies’ were detrimental to the

worlds’ poor (Wade 2001).

The 50 Years Is Enough network is a coalition of over 200 United States grassroots,
women's, solidarity, faith-based, policy, social, and economic-justice, youth, labour and
development organizations dedicated to the profound transformation of the World Bank
and the IMF. The network works through education and action with the aim of
transforming the IFIs' policies and practices, to ‘ending the outside imposition of neo-
liberal economic programmes’, and to ‘making the development process democratic and
accountable’. This network was founded in 1994, on the occasion of the 50th anniversary
of the founding of the World Bank and IMF thus the ‘battle cry’: ‘50 years is enough!’
According to this network, the IMF and the World Bank are guilty of giving empty
promises to developing countries, and worsening the poverty crisis through ‘planned

failures of global capitalism’ (50 Years Is Enough 1994).
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Goodman (2006) asserts that according to a report released by the Bank’s autonomous
assessment arm, despite an intensified campaign against poverty, World Bank programmes
have failed to lift incomes in many poor countries over the past decades, leaving tens of
millions of people suffering stagnating poor declining living standards.

The Bank’s Independent Evaluation Group (IEG), research among twenty five countries, a
globally representative sample, revealed that only eleven experienced reductions in poverty
from mid-1990s to the early 2000s, while fourteen had the same or worsening rates over
that period. ‘Achievement of sustained increases in per capita income, essential for
poverty reduction, continues to elude a considerable number of countries’, the report
declared, singling out programmes aimed at the rural poor as particularly ineffective.
According to the report, roughly half of such efforts from 2001 to 2005 ‘did not lead to
satisfactory results’. During that period, new World Bank loans and credits aimed directly
at rural development totalled $9.6 billion, which was about one-tenth of the total lending
(Goodman 2006).

In a statement distributed with the report, World Bank management rejected its assessment
as ‘overly bleak’, arguing that the overall trend was on the rise in every region except
Africa. They noted that reducing poverty required economic growth, which according to
them, the world had been experiencing with developing countries collectively growing by
about 5 to 6 percent a year, with even the sub-Saharan Africa growing by more than 4
percent annually between the period 2000 and 2006 (Goodman 2006). But, the study
found that the growth has rarely been sustained, exposing the most vulnerable, the rural
poor, to volatile shifts in their economic trends. Per capita income rose continuously from
2000 to 2005 in only two of the five countries that borrowed from the Bank, the study

reported, and it increased for the full decade, from 1995 to 2005, in only one in five.

The study, by IEG, emphasized that economic growth is, by itself, was no fix without

adequate distribution of the proceeds. ‘For a sustained reduction in poverty over a period

of time, it really pays to worry about growth and distribution’, said Vinod Thomas,

director-general of the IEG (World Bank 2006). Some parts of the report read like an
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amalgam of the criticisms that have been levelled against the World Bank for years by
outside activists. Critics of the Bank used the report to claim vindication and call for
change in the institution’s policies, in particular, loan conditions that sometimes forced
poor countries to slash spending on social services and reduce price controls on food.
Weisbrot (2006) an economist and co-director of the Centre for Economic and Policy
Research, who long argued that the Bank’s emphasis on austerity and privatization had

increased poverty, states that ‘at a certain point, you have to say, ‘this is policy failure’’.

World Bank management contended that it would be simplistic to view rising poverty rates
as a sign that their projects do not work, noting that the worst off borrowing countries were
grappling with war, famine and natural catastrophes. ‘There’s a lot that has to go right for
country-wide incomes to improve other than just good projects financed by the World
Bank,” said Vikram Nehru, (2006) director of the Bank’s economic policy and debt
department. ‘These countries are in very difficult circumstances.’” Still, Nehru said the
Bank could benefit from greater consideration of what is actually possible in any given

country. ‘We need to be much more sober in our assessments,’ he said.

Prof George Saitoti, former Vice President (1990) said development structures prescribed
by the World Bank and the IMF in the 1980s failed because they were imposed on
Africans and not properly negotiated in a spirit of partnership. Such prescriptions, he said,
were accepted without a sense of ownership and tended to expose more people to poverty
instead of reducing poverty. He, however, also decried the reluctance of African
governments to embrace reforms. He said that the role of the state in economic activity
remained extensive despite mounting evidence that State intervention hindered growth.
The reasons for these interventions were mainly political for ‘even in established
democracies, reforms such as reduction of the civil service, can be a major electoral
liability.”” He encouraged the Africans to design and policies that would determine their
destinies and to desist from civil conflicts that greatly undermined development prospects
(Saitoti 1990).
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‘Not only has the Bank, with 10,000 employees in more than 100 countries, wasted untold
billions,” says economist William Easterly (2002) in ‘The Elusive Quest for Growth,’
economists are no closer than they were 50 years ago to figuring out how to accomplish
the Bank’s basic mission: making a poor economy grow’. The World Bank economist
proclaimed, ‘the problem of making poor countries rich was much more difficult than we
thought’. This came on the heels of a devastating 1999 critique of the Bank and other
international development and finance institutions by the Meltzer Commission, an
independent study group appointed by the US Congress, as well as an exodus from the
Bank of prominent economists similarly disenchanted with what Easterly called ‘less than

meaningful reforms’.

‘The World Bank is an overstaffed, ineffective, bureaucratic institution,” commission
Chairman Allan H. Meltzer of Carnegie Mellon University (1999) wrote after issuing the
panel’s report. ‘It has ... dedicated professionals ... committed to development and
poverty relief. Yet by its own admission, half its projects are unsuccessful, and the failure
rate is even higher in the poorest countries. ‘The Bank’s management should stop its
current public-relations flimflam and start improving its effectiveness in reducing poverty’,

he concluded.

In response to the critics, the Bank acknowledged that ‘mistakes were made’ but insisted
that it had learnt its lessons and was changing its policies in order to be more efficient and
more effective. But, many contend that the Bank’s basic approach hasn’t changed in a
fundamental way. The genuine success stories, where poor countries have achieved long-
term sustained growth, have been pitifully few, and in some of those, it’s far from clear
that Bank aid was a major factor or even a factor at all (Ringle 2002). Nicholas Stern, the
Bank’s chief economist and senior vice president in 2002 refuted these claims saying that
the proof of the Bank’s effectiveness could be found in World Bank documents. He said
that the Bank’s approach was to recognize that poor countries required a certain level of
governance and accountability to be able and willing to use World Bank loans effectively
(World Bank 2002).
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According to Easterly (2002), in most of the Bank’s history, it has measured its own
performance and those of its departments and professional staff largely by the number of
loans they make, not by the success of the projects those loans make possible. ‘If the
money is stolen by local government, or wasted on a white-elephant project, or otherwise
misspent, by the time that awareness dawns on the Bank, if it ever does, the Bank
employee who made the loan is somewhere else... ultimately, nobody is responsible for
anything’. Easterly (2002) goes on further to say that it is governmental and not the social
and humanitarian good that many Bank projects do that will permit economic conditions to
improve. It’s a climate of public safety, a working financial system, courts to enforce
business contracts, security against economic predation, governmental or private that are
required, ‘they are far more important than investment alone’. But how does one lead a
country to create those governmental factors? °...it takes a lot of humility and a lot of
patience, two factors one does not associate with the World Bank’. Einhorn, (1998) a
Bank’s former managing director turned consultant on Wall Street, complained that the
Bank had basically lost the vision of its mission. She called for the Bank to get ‘back to

basics’, as envisioned by its founders.

‘No one in his right mind opposes markets or growth,” said Rodrick, (2005) an economist
at Harvard’s Kennedy School of Government who counts himself among the critics. The
debate is how it is achieved and sustained. Should the ‘one-size-fits-all” approach be used
or should or should there be models that are appropriate of developing countries? The
orthodox camp, however, argued that developing countries should follow a reform formula
proven to boost economic growth. The recipe often includes trade liberalization,
independent central banks, more effective and less profligate governments, privatization of

state assets, and investment in health and education.

Saith (2006) in reference to the MDGs summarizes the contempt with which many critics

regard many of the World Bank’s policies:

The Millennium Development Goals are here, there and everywhere. They

envelop you in a cloud of soft words and good intentions and moral comfort; they

are gentle, there is nothing conflictual in them;... they offer only good things to
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the deprived....give well meaning persons in the north-west a sense of solidarity
and purpose;....provide a mechanical template of targets and monitoring indicators
aptly suited to the limits of the bureaucratic mind.. populist seasoning for
politicians, ...gravy train for development consultants — and this one is scheduled
to run for another decade, cover every country and it has meals and targets galore
for everyone...

2.9 CONCLUSION

It is against all these accusations and its own analyzes that the World Bank proposed the
Compact to renew its fight against poverty in a manner that was relevant to its clientele. In
1997, Wolfensohn, President of the World Bank presented to the Board a long term
framework ‘for the Bank’s future direction and resource needs. He presented ‘The
Strategic Compact: Renewing the Bank’s Effectiveness to Fight Poverty’ as the means of
doing this. The Compact proposed a comprehensive programme of renewal for the Bank
with associated costs and benefits which would seek to position it as the premier global
development institution in the next century. The Compact was a remedial response to the
diagnosis that the institution was under substantial stress and in possible decline. The
vision presented by the Compact was that of a flexible, cost effective institution which
worked through partnerships, which had technically astute staff whose expertise in their
areas of competence was recognised thus, as a catalyst for the entire development
community. Above all, Wolfensohn (1997: 1) in his presentation of the Compact asserted
that, the Compact was a vision of an institution which delivered results in reducing

poverty.

‘The Compact’s benefits for clients promise to be substantial; the range, quality, and
timeliness of our services will improve significantly; a new, world-class knowledge
management system will under-pin and reinvigorate all that we do; and we will be better
equipped to respond to the evolving development challenges facing our membership’, he
said. Wolfensohn, reiterated that increasing the development impact was the very core
issue of the Compact. He promised to monitor more systematically, development progress
made by the client countries using the new World Development Indicators (WDIs). WDI

publications are the World Bank’s premier annual compilation of data about development.
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As part of the international statistical system, the Data Group works with other
organizations on new statistical methods, data collection activities, and statistical capacity-
building programmes. This group also coordinates the analytical and statistical work
related to monitoring progress towards the Millennium Development Goals.

The objective of the Compact was to achieve greater effectiveness in the World Bank’s
basic mission, which is reducing poverty through delivery of better products and services
to its clients. The Compact proposed that in return for the investment in its
implementation, the quality and impact of the Bank’s entire effort would result in making
it quicker, more responsive and efficient; more decentralized and closer to its clients; more
accessible and open to partnership; with stronger and more relevant skills, thus making the
Bank a more effective development institution, relevant in the 21* century (World Bank
1997: 1).

However, the World Bank cannot work in isolation; it requires partnerships with the
development partners, civil society, the government and the general population at large.
The evidence suggests that real and lasting solutions must come from within, the ‘ailing’
economies themselves with the assistance of others (Obadina 2008). It also must be noted
that though the Bank has been criticised for failing to bring lasting solutions, in the past,
theories of development have been based on the premise of the Paradigm of Order and yet
in reality, this is too simplistic. Beyond the Washington Consensus, there has been a
requirement for the development arena and indeed, World Bank strategies and policies to

apply critical thinking and complexity theories.

The Bank also ought also, to apply some reflexivity to its past policies and learn from its
own and other organizations mistakes. Furthermore, the Bank could have benefited more
from involving its country office staff more in its repositioning of itself in the Strategic
Compact.

The review of literature has not been yielded any substantial research carried out on the
decentralization within donor organizations (development partners) and the subsequent
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effect on aid effectiveness and poverty alleviation. This research thesis seeks to bridge that
gap and present theories, based on empirical research, on how development partners can
achieve some progress in poverty alleviation through decentralization. Consequently,
through the evaluation and analysis of the implementation of the World Bank’s
decentralization strategy in Uganda, the research has, empirically, identified a positive
relationship between the reduction of poverty in Uganda over the years and, the increasing
decentralized presence of the Bank in Uganda. The relationship between these variables
though not causal is positive and has been explored through a qualitative study as detailed

in chapter three.

The research agrees that to a large extent, as expounded by the neo-classical theorists,
excessive government interference is not conducive for economic development.
Development will arise from the private sector working within an enabling environment
created by government. The research has also explored current economic models, in the

literature review to assess their relevance.
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CHAPTER 3

RESEARCH DESIGN AND METHODOLOGY

3.1 INTRODUCTION

This chapter aims to discuss the research design and methodology used in carrying out this
research. The problem statement is given followed, by the resultant objectives and
research questions that are derived from the problem statement and, the literature review in

which the gaps in the research topic have been identified.

The differences between the research design and methodology are discussed in detail and,
this chapter also discusses the qualitative and quantitative approaches used. The
qualitative methodology will, however, be the most dominant. Qualitative methods have
been applied to assess the impact of decentralization of the World Bank’s operations on
poverty reduction in Uganda through the critical analysis of the data that were obtained
mainly, from secondary data sources. The qualitative research design strategy applied in
this research is a case study, with Uganda as the study sphere. This is to enable the
research to ‘richly describe, explain, or assess and evaluate a phenomenon’ (Gall, Borg &
Gall 1996). Additionally, the methods and procedures used to collect the data, and the
strategies employed to analyse and synthesize the data are described. This chapter also
discusses the criteria for qualitative research, issues such as ethical considerations
regarding the research processes and, the limitations of the study.

3.1.1  The Problem Statement

Despite the consensus amongst development theorists and practitioners on the value of
decentralization in promoting poverty reduction, there is limited, systematic, historical and
empirical analysis of the relationship between decentralization in International Financial
Institutions, development partners inclusive, and poverty reduction. Thus, the problem

statement of this research is based on the premise that such a relationship exists and it is
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against this background that the research evaluates the World Bank’s decentralization of its

operations and the impact on poverty reduction in Uganda.

This has been done mainly through a qualitative approach by a review of secondary data.

In order to address the problem, the research objectives stated below have been examined.

3.1.2

Research Objectives
To describe and examine decentralization as defined in the Strategic Compact, in

relation to the World Bank over the period 1995 to 2008.

To describe and examine decentralization as defined in the Strategic Compact, in
relation to the World Bank Uganda country office over the period 1995 to 2008.

To evaluate the implementation of decentralization on the trend of poverty in
Uganda.

In order to attain the objectives outlined above, the research sought to answer the following
questions:

3.1.3

Research Questions

In decentralizing the organization, what changes have taken place during the
period 1995 to 2008 in terms of the Bank’s strategies, structures and systems,
policies and procedures and culture, as defined in the Strategic Compact?

How has decentralization been implemented in Uganda?

How has the implementation of decentralization impacted on the trend of poverty
in Uganda?

The research has also explored the high development theory, the orthodox and heterodox

theories and the contemporary development theories, discussed in the literature review, to

assess their application in the development of the country over the period of review. This

has enabled comprehension of the rationale and philosophical assumptions that underlie

some of the poverty alleviation drives such as, the structural adjustment programmes of the
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1980s and privatisation of government business entities in the 1990s. This has been done

mainly through the review of secondary data.

3.2 RESEARCH DESIGN AND METHODOLOGY

Educational research involves the systematic collection of information (sometimes called
data) to describe, predict, control, or explain the phenomena involved in learning and
teaching (Borg, Gall & Gall 1993:6).

Research methodology is the way to systematically solve a research problem. It may be
understood as a science of studying how the research is done scientifically (Kothari 2004).
It involves a collection of theories, concepts or ideas, the development of methods,
techniques and procedures that are employed in the process of implementing the research.
Methodology refers to more than a simple set of methods; rather it refers to the rationale
and philosophical assumptions that underlie a particular study. This is why scholarly

literature often includes a section on the methodology of the researchers.

Methodology (also called manner) is defined by Creswell, J. (1998) as:

1. The analysis of the principles of methods, rules, and postulates employed by a
discipline;

2. The systematic study of methods that are, can be, or have been applied within a
discipline; or

3. A particular procedure or set of procedures.

Another key usage for methodology does not refer to research or to the specific analysis
techniques. This often refers to anything and everything that can be encapsulated for a
discipline or a series of processes, activities and tasks. This use of the term is typified by
the outline who, what, where, when, and why. In the documentation of the processes that
make up the discipline, that is being supported by ‘this’ methodology, that is where we
would find the ‘methods’ or processes. The processes themselves are only part of the
methodology along with the identification and usage of the standards, policies, rules, etc.

(Creswell 2000). The methodology used in this research is a case study.
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Research methods on the other hand, according to Thyer (1993) and Cooper and Schindler
(2001), constitute the blueprint for the collection, measurement and analysis of data. It is
the plan and structure of investigation so conceived as to obtain answers to the research
questions, the operational aspects of the research methodology.

Qualitative methods include the case study, phenomenology, grounded theory, and
ethnography, among others. Quantitative methods include hypothesis testing, power
analysis, met analysis, observational studies, randomized controlled trials, regression
analysis, multilevel modelling, and high-dimensional data analysis, among others.
Qualitative research studies typically require considerable more time to design, collect, and
analyze data and to report the results than do quantitative studies (Savenye & Robinson
2003).

An extremely important feature of research is the use of appropriate methods. It involves
systematic, controlled, valid and rigorous explanation and description of what is not known
and establishes associations and causations that permit the accurate predictions of
outcomes. It also involves identifying gaps in knowledge, verification of what is already
known and identification of past errors and limitations. The strength of the findings is

largely based on how it is found (Kumar 2005).

The main function of a research design is to explain how the answers to the research
questions will be found; it sets out the logic of the inquiry. Therefore, for any
investigation, the selection of an appropriate research design is crucial in obtaining valid

results.

In this research, methodological issues pertaining to the research have been addressed

including methods of data collection and the sources of data. This research uses, mainly,

desk review of secondary data and applies content analysis to the collected data Given that

the research is a country case study, matters relating to triangulation of the data sources

and research methodologies are discussed and the outline of methodological limitations,

given. Case studies are detailed investigations of individuals, groups, institutions or other
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social units. The researcher conducting the case study attempted to analyze the variables
relevant to decentralization and poverty reduction. The principle difference between case
studies and other research studies is that the focus of attention is the individual case and
not the whole population of cases. Nevertheless, though the findings of this study cannot

be generalized, the focus is on understanding the particulars of the case in its complexity.

The difference between qualitative and quantitative methodology (Table 3.1) form the
basis for selecting the appropriate one for answering the research problem. The Uganda
country case study includes both qualitative and quantitative methodology. The qualitative
methods have been used to establish the ‘why’ and ‘how’ (McBride & Schostak 1994) of
the decision making. This is consistent with the research objectives which aim to describe
and evaluate the impact of the Bank’s decentralization strategy and contribute to testing the
theory that decentralization impacts positively on poverty reduction. (Dooley 2002) notes
that new theory does not emerge quickly from one case study but is developed over time
from one case to another as more data is collected and analyzed. Using both
methodologies permitted the researcher to obtain complex information from a variety of
data sources. Quantitative methods on the other hand, have been used to investigate,

systematically, quantitative properties, poverty trends in this case, and their relationships.
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Table 3.1

Differences between Qualitative and Quantitative Research

Qualitative

Quantitative

The purpose is to describe and explain,
to explore, interpret and build theory

The purpose is to explain and predict,
to confirm, validate and test theory

The nature of the research process is holistic,
variables are unknown, guidelines are flexible,
with emergent methods, its context bound

and the researchers views are personal

The nature of the research process is focused,
the variables are known, the guidelines and
methods are established, and the context

is somewhat free with the researcher

remaining largely distant.

The data is textual in the form of words
from documents, non-standardized observation
and or small interviews. Small sample size.

The data is numeric, representative, and are
large of sample and, the instruments are
standardized.

Data are analyzed through search for themes
and categories, acknowledgement that

analysis is subjective and potentially biased,
and their meaning is determined through
inductive reasoning.

Data are analyzed statistically and/or charts with
emphasis on objectivity and their meaning
determined through deductive reasoning

The findings are communicated using words ,
narratives, generalisations from evidence,
and literary style.

Findings are communicated using numbers,
statistics, tables, aggregated data and
scientific style.

Source: Leedy and Ormod, 2005 (quoted by Muche 2011).
3.2.1  The Qualitative Approach

3.2.1.1 Qualitative Research

When embarking on a research project, the methodology one chooses to work with is

fundamentally important in determining both the form that the research will take as well as

the success of the final product. In order to determine the most effective methodology to

use, there are two variables to consider (Patton 2002). First is the current state of research

in the proposed area of study. This study is in an area where there is limited widely

accepted theories thus, having limited theories

upon which to build on. Consequently,

there was no reason to assume that the collected data would be relevant and indeed, a lot of

data collected during this study had to be discarded. It also wasn’t clear, upfront, that the

measurement methods would be appropriate or that any discovered relations would make

sense (Glaser & Strauss 1967). Indeed, midway this research, one research objective was

eliminated along with all the accompanying research because it was discovered that the
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Strategic Compact did not, address the non economic factors such as historical, political-

legal, socio-cultural etc, rendering this specific research objective redundant.

Qualitative research is most appropriate for those projects where phenomena remain
unexplained, where the nature of the research is uncommon or broad, where previous
theories do not exist or are incomplete (Patton 2002). This research finds the relationship
between decentralization of the Bank’s operations and poverty to be, largely, unexplained
by other development theorists and practitioners. This gap has been bridged through this

research.

Qualitative research is a messy and consuming affair (Vaivio 2007) but it is vital in the
development of a theoretical body of knowledge. It can be distinguished as descriptive,
illustrative, experimental, and exploratory (Scapens 1990). Keating (1995) suggests a
framework that categorizes case and field studies according to their different theoretical
purposes. It is based on the notion of ‘research scope’, that is, what the findings of a study
suggest in theoretical terms.

Qualitative research emphasizes processes and meaning not measured in quantity, amount
or frequency and stresses socially constructed reality (Denzin 1998). According to Denzin

(1998), there are five phases of the qualitative research process:

1) Researcher: carries history and must confront ethics and politics of research.

2) Interpretive paradigms: Researcher is bound by the interpretive framework or set
of beliefs that guide action (e.g. positivist, postmodernist).

3) Strategies of inquiry and interpretation: Research design (research questions and
purpose of study) attended to in this phase. Skills, assumptions and practices
associated with an interpretive paradigm underlie the research design.

4) Method of collecting and analyzing empirical data: Multiple methods are
available, such as interviews, observations, etc. Means of managing and

interpreting qualitative documentation established.
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5) Art of interpretation: Creation of field text. Making sense of field text using
multiple criteria for evaluation (stressing situational, relational structures). No

single, interpretable truth.

This research also took into account, the research goals, when deciding the research
methodology and the ‘qualitative research’ inferred an assortment of philosophical

positions, methodological tactics and analytical procedures involving:

1. Comprehending the phenomenon under study;
2. Synthesizing a representation of the phenomenon, which accounts for linkages
and relationships within its pieces;
3. Theorizing the how and why these relationships appear the way they do; and
4. Re-contextualizing the new knowledge (Morse 1994).
A qualitative approach is a general way of thinking about conducting qualitative research.
It describes, either explicitly or implicitly, the purpose of the qualitative research, the role

of the researcher(s), the stages of research, and the method of data analysis.

The main approach, the qualitative one, is the appropriate approach because the research
problem and the resultant objectives and questions dwell on establishing ‘what exists’ and
‘why it exists’ rather than ‘how much of it is there’ (Maier 1994:3 quoted by Sendikadiwa
2007). What is the Strategic Compact? Why did the Bank reposition itself by
decentralizing its operations and what is the resultant effect on aid effectiveness and

consequently, poverty eradication in Uganda?

The most compelling case for this research to be grounded in the assumptions of the
qualitative research paradigm is that there is limited, systematic and empirical analysis of
the relationship between the implementation of decentralization and poverty eradication in
Uganda. Qualitative research assumes the value of context and setting, and searches for a
deeper understanding of the phenomenon, in this case, economic development and poverty

alleviation.
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Although by its very nature a qualitative study can be very difficult to undertake, there is
some guidance on how to, systematically, analyze secondary data to help the researcher
understand better, the benefits and limitations of re-analysis. Re-analysis of key data sets
informs many academic debates, Backett-Milburn (1998); Corti (1998) and Fielding and
Fielding (2000). Denzin and Lincoln (2005) and Corti and Thompson (2004) identified
some approaches to reusing data. They also examined the methodological, ethical and

theoretical considerations relating to secondary analysis of such qualitative data.

3.2.1.2 The Secondary Analysis Methodology

Secondary analysis, like content analysis, makes use of already existing sources of data.
However, secondary analysis typically refers to the re-analysis of quantitative data rather
than text, Secondary analysis involves the use of existing data, collected for the purposes
of a prior study, in order to pursue a research interest which is distinct from that of the
original work; this may be a new research question or an alternative perspective on the
original question (Hinds, Vogel & Clarke-Steffen 1997, Szabo & Strang 1997). In this
respect, secondary analysis differs from systematic reviews and meta-analyzes of
qualitative studies which aim instead to compile and assess the evidence relating to a
common concern or area of practice (Popay, Rogers & Williams 1998). Secondary analysis
can involve the use of single or multiple qualitative data sets, as well as mixed qualitative
and quantitative data sets. In addition, the approach may either be employed by researchers
to re-use their own data or by independent analysts using previously established qualitative

data sets.

In carrying out this research study, the researcher took into account a number of practical
and ethical issues arising from the re-analysis of data as highlighted by (Hinds, Vogel &
Clarke-Steffen 1997, Szabo & Strang 1997, Thorne 1994)  with respect to the
compatibility of the data with secondary analysis and the fact that this research was built
on a previous research carried out by the same researcher, also on decentralization
although the focus then, was on leadership in times of change, the change being the World
Bank’s decentralization strategy.  This, thus, influenced the decision to undertake

secondary analysis and the processes followed therein. This study also enhanced the
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reporting of original and secondary data analysis by ensuring that the study design,
methods and issues involved were reported in full, and ethical issues and how consent was
obtained in the original study was not an issue given that the same researcher carried out
the original study.

Advantages of secondary analysis of qualitative data:

1. The data can be used descriptively;

2. The data can be used for comparative research, re-study or follow-up study;

3. Reanalyzing qualitative data allows for both re-interpretations and also for new
questions to be asked.

This research is fundamentally, a descriptive one in which the changes in the World Bank
operations to support its decentralization strategy are extensively described. By analyzing
the qualitative data collected from various sources, the research was able to permit for new
interpretations given that most of the data pertains to decentralization and poverty
reduction but not the link between the two variables. The research thus, analyzed and
evaluated the data, thereby contributing to the body of knowledge. The reviews also
identified several areas which could benefit from further study and these are discussed in

the final chapter of the research.

Disadvantages of secondary analysis of qualitative data:

The implicit nature of qualitative data, collection and analysis;

Lack of time to get fully acquainted with other peoples’ research;
Possible constraints imposed by original informed consent agreements;
Original researchers discomfort with exposure of their research practices;
Intellectual property rights or threats;

Lack of a large enough publicly available stock of research data.

ocoarwnE

The research encountered challenges mainly with the implicit nature of the data, its
collection and analysis. It was difficult to narrow down the scope of study with so many

related and complex issues pertaining to poverty reduction.

Research based on the re-analysis of secondary data poses a chicken-and-egg question:

which comes first, secondary analysis, or secondary data? Janet Heaton suggests in her
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book, Reworking Qualitative Data, that the ‘the first and most rudimentary principle of
secondary analysis is that it involves the use of pre-existing data’ (Heaton 2004a: 2).
However, the notion of pre-existing data is at odds with the widely held view in qualitative
research that data is not collected, gathered or found, but rather that it is created and co-
produced in the research process, between researcher and respondent (Mason 2002 & Law
2004). Understanding data as pre-existing fails to take into account the complexities of

how data can be co-constructed through a new research project.

According to researchers, a new research project provides a new context for the creation
and emergence of ‘data’, particularly through the contemporary production of the
relationship between researcher and data. Thus, they contend, secondary analysis is not so
much the analysis of pre-existing data; rather secondary analysis involves the process of
re-contextualising, and reconstructing data. Once the data is transformed through the
process of re-contextualisation, it is not so much that there is a new entity to be termed
‘secondary data’, and which might require a new methodology to be termed secondary
analysis, rather, that through re-contextualisation, the order of the data has been
transformed, thus secondary analysis is perhaps more usefully rendered as primary analysis
of a different order of data, as accounts of reuse by Bishop (2005b); Savage (2007) and
Silva (2007) so clearly demonstrate. By analyzing the relationship between
decentralization and poverty data, this research recontextualized the data.

Heaton’s (2004) construction of secondary analysis as a new methodology relies on two
assumptions. Firstly, Heaton (2004) links data type and methodology, that is, rather than
linking research questions with methodology and analysis of data (Mason 2002). For
Heaton (2004), it is the type of data which determines questions of methodology; so then,
secondary data is considered a new kind of data which therefore requires a new kind of
methodology. Secondly, in claiming secondary analysis of qualitative data as a new kind of
methodology, Heaton (2004) is forced to find ways to dismiss and discount what is thought
of as other kinds of secondary analysis. While it is true that methodology and data are
linked, researchers usually link the research questions. For instance, while it is clearly not
possible to use multiple regression or visual analysis in interpreting the text of an
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interview, one might more usually be thinking about choosing between different kinds of
discourse analysis, narrative analysis, content analysis, for example, and the decision about
which of these to choose is likely to be related to research questions and the outlook of the
researcher (as well of course as disciplinary background, and particular training and
inclinations of the researcher) (Mason 2002). Furthermore, because Heaton (2004) so
clearly links methodology and data, the need to distinguish between different

methodologies also requires distinguishing between different kinds of data.

One of the most persistent arguments around re-using qualitative data is about whether it is
possible to re-analyze data outside of the original context in which it was collected, or
without sufficient contextual data. Intrinsic to this argument is the understanding that
meaning making in qualitative research emerges out of the reflexive interpretative
practices of the researcher. As Heaton writes: ‘[i]n qualitative research, the interpretation
of data is generally perceived to be dependent on the primary researcher’s direct
knowledge of the context of data collection and analysis obtained through their own

personal involvement in the research’ (Heaton 2004a: 30).

Through the review of secondary data, this research has analyzed different perspectives
(Denzin 1989; Marshall & Rossman 1999; Patton 1990; Polkinghorne 1991; Redstam
1992; Thomas 1949). By analyzing different opinions, views and experiences, qualitative
methods aim at understanding reality as it is defined by the groups and this has been
captured mainly through the review of secondary data. The researcher, in reviewing

secondary data, has constantly checked herself against influencing the research findings.

The qualitative research tradition relies on the utilization of tacit knowledge because often
the nuances of the multiple realities can be appreciated most in this way. Individuals define
poverty and development differently, and consequently, the impact of the players in the
development arena is also interpreted differently. An attempt, therefore, has been made to
understand not one, but multiple realities (Lincoln & Guba 1985), and the search for
believability based on coherence, insight and instrumental utility (Eisner 1991),
‘trustworthiness’, ‘authenticity’ and ‘credibility’ (Creswell & Miller 2000; Lincoln &
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Guba 1985) through a process of verification rather than through traditional validity and
reliability measures, best suited for the qualitative approach, according to some popular
schools of thought. However, some recent schools of thought dispute this and argue for a
return to ‘validity’ and ‘reliability’, in spite of the suggestion by Salomon (1991) and
Robinson (1995) that perhaps it is time to accept the dual perspectives of the paradigm

debate of the qualitative versus quantitative debate.

The investigator has an active role in the study and procedures of collecting data. They
should be able to ‘develop an understanding of individuals and events in their natural state,
taking into account the relevant context’ (Borg, Gall & Gall 1993: 194). This research has
been mindful of the fact that there may be conflicting opinions simply because the
presupposition of ‘one reality’ is an illusion. The ‘complexity paradigm’ has been adopted
as a guide for carrying out this research since it is seen as the nexus of interlocking and,

paradoxically mutually negating paradigms (Hurst 2010).

Babbie and Mouton (2001:270), Denzin and Lincoln (1994:2), Du Plooy (2001:29),
Marshall and Rossman (1995:1-5), and Manson (2002:2-3) describe qualitative research as
a paradigm that allows the researcher to get an ‘insider perspective on social action’.
Babbie and Mouton (2001:270) and Henning (2004:3) further describe the primary goal of
this research approach as describing and then understanding as opposed to merely

explaining social action.

Denzin and Lincoln (1994:2) summarise the characteristics of this approach as enabling the
researcher to study phenomena in their natural settings, while attempting to interpret these
phenomena in terms of the meanings people bring to them. Murphy (1995:1) views
qualitative research within the management sciences as useful in ‘..articulating the range of
scenarios which may occur under different circumstances’. The main data-gathering
instrument is the human researcher and the researcher uses tacit as well as propositional
knowledge (Lincoln & Guba 1985). In summary as defined by Savenye & Robinson

(2003), qualitative research has several hallmarks:
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3.2.1.4

It is conducted in a natural setting without intentionally manipulating the
environment;

It typically involves highly detailed rich descriptions of human behaviours and
opinions; The perspective is that humans construct their own realities:

There is an allowance for ‘multiple realities’ individuals may construct in an
environment;

The research questions often evolve as the study does because the researcher
wants to know ‘what is happening’

The researcher becomes part of the study by interacting closely with the subjects
of the study;

The researcher attempts to be open to the subjects’ perceptions of ‘what is’, thus
is bound by the perceptions of the participants;

Findings are not necessarily generalised.

Criteria for qualitative research

Prior to discussing the specific details regarding the design of this study, attention has been

given to the criteria for defending the logic of qualitative research in general, as well as

applying it to this study. According to Marshall& Rossman (1995:142-143) two issues

need to be considered when developing a qualitative research design:

The criteria for soundness and demonstrating that the proposed work would be
useful to the conceptual framework; and the initial research questions.

The criteria for objectivity of qualitative research are related to, but defined very
differently from those used in the positivist research tradition.

Good research conforms to certain canons that serve as criteria to judge the soundness and

trustworthiness of a research study. There should be sound rationale — a logic that can
defend the proposed study. Babbie and Mouton (2001:276) and Lincoln and Guba (quoted

in Marshall & Rossmann, 1995:143-144) describe four main criteria for objectivity as;

credibility, transferability, dependability and confirmability (Table 3.1).
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Table 3.2: Quantitative and Qualitative Notions of Objectivity

Quantitative Qualitative
Internal validity Credibility
External validity Transferability
Reliability Dependability
Obijectivity Confirmability

Source: Babbie and Mouton (2001:276)

Credibility refers to the accurate identification and description of the phenomenon.
Marshall and Rossmann (1995:143) argue that the strength of a qualitative study that aims
to explore a problem or process, such as is the focus of the research problem in this study,
will be its internal validity. Validity is thus viewed as ‘the strength of the study...To
explore a problem or describe a setting, a process, a social group, or a pattern of
interaction’ (Marshall & Rossman 19993:143). To ensure internal validity, the researcher
has clearly stated the parameters of the study, including those pertaining to the setting,
population and theoretical framework. The research is intended to measure; the impact of

the World Bank’s decentralization of its operations on poverty alleviation.

Transferability or generalisation of a qualitative study may prove to be difficult, according
to Marshall and Rossman (1995:144). However, the researcher will ‘show how data
collection and analysis will be guided by concepts and models’...thus establishing
‘theoretical parameters of the research’ (Marshall & Rossman 1993:144). Subsequent
researches can occur within the same parameters, decisions being made regarding

generalizability.

Another strategy to address the issue of generalization is triangulation through use of
multiple sources of data. Triangulation was also achieved by triangulating the qualitative
and quantitative methodologies. Such data enhances the depth and scope of understanding
the research phenomena and the verification of conclusions and ‘strengthen the study’s

usefulness to other settings’ (Marshall & Rossman 1993:144).
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Some quantitative researchers view the lack of external validity as a major drawback of the
qualitative study. The defenders of the qualitative school of thought suggest that
researchers can overcome this problem by explaining the relationship between the original
theoretical framework, evidence collection and analysis, as well as concepts and models. In
describing this relationship adequately, the parameters of the study would be regarded as

being clearly defined.

Dependability, according to Marshall and Rossman (1995:145) provide the qualitative
researcher with a solution for the positivist notion that the universe is not changing and that
research could be replicated perfectly. The qualitative research tradition assumes that
research occurs in a constantly changing social context. Dependability, thus also

accommodates the researcher’s improved understanding of the research phenomenon.

Since the principles of dependability and replicability are closely linked, the latter needs
further description and is highlighted by Marshall and Rossman (1995:146) as a traditional
concern for the social sciences. These authors suggest that qualitative researchers can

overcome these concerns by:

1. Arguing that qualitative research by its very nature cannot be
replicated;

2. Keeping thorough notes that record each design decision and rationale
behind it, thus enabling other researchers to inspect each procedure;

3. Keeping all collected evidence in a well organised format, enabling the
researcher to defend findings, should they be challenged.

Confirmability, is the criterion of having another study confirming the findings of a
particular study. If findings can be confirmed by others, objectivity is presumed. In
qualitative research, ‘the criterion is: ‘do the data help confirm the general findings and
lead to the implications?’ (Marshall & Rossman 1993:145). Lincoln and Guba (in Marshall
&Rossmann 1995:145) argue that the focus in this process should be on the evidence itself
and not some inherent characteristic of the researcher. The evidence should confirm the

general findings of a study.
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With regard to the criteria for judging qualitative research, Morse, Barrett, Mayon et al
(2002) presented a contrary view and they argue that ‘reliability’ and ‘validity’ remain
appropriate concepts for attaining rigor in qualitative research. They contend that
qualitative research should reclaim the responsibility for reliability and validity by
implementing verification strategies that are, integral and self-correcting during the
conduct of the inquiry itself. This, they say, would ensure the attainment of rigor using

strategies inherent within each qualitative design.

Without rigor, research is a worthless piece of fictional journalism (Morse 2002). In
seminal work in the 1980’s, Guba and Lincoln as well as Arminio and Hultgren (2002)
substituted reliability and validity with a parallel concept of ‘trustworthiness’ as discussed
above. There were specific methodological strategies for qualitative rigor such as:

1. Audit trail;

2. Member checks;

3. Confirming results with members;
4. Peer debriefing;

5. Negative case analysis;

6. Structural corroboration;

7. Referential materials.

Morse (2002) contends that these methodologies do not ensure rigor. According to them,
this shift from constructive to evaluative procedures have occurred subtly and
incrementally, making qualitative research liable to post hoc assessments by which time it
may be too late to take corrective action. They argue for methodologies that ensure rigor
all throughout the research process. According to Tobin (2004), the transference of terms
across paradigms is inappropriate, however, ’if we reject the concepts of validity and
reliability, we reject the concept of rigor. Rejection of rigor undermines acceptance of
qualitative research as a systematic process that can contribute to the advancement of

knowledge’.

Given that this new debate that is still ongoing and that the researcher is not yet an
authority on these matters, this research will be based on the premise presented by Guba
and Lincoln (1995) and Rossman and Rallis (1998).
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3.2.1.4 Data collection

Mason (2002:52) suggests that the term ‘method” when used in a qualitative research
context, refers to more than just the mere technique for collecting evidence. The same
author holds the view that qualitative methods include activities that are intellectual,
analytical and interpretative. Marshall and Rossmann (1995:14), as well as Mason (2002)
further explain that the interplay between researcher, research questions and objectives

should allow for flexibility in the design phase.

Dezin and Lincoln (1994:2) also claim that °...a combination of multiple methods,
empirical materials, perspectives and observers in a single study is best understood as a
strategy that adds rigor, breadth and depth to any investigation’. . However, this research
focused on the desk review of documents and archival records but, nevertheless, Yin’s
(1994:93) principle of convergence of evidence from different sources of the secondary

sources of data was applied in this study.

Prior to the data collection, the research first identified and assessed the relevance of the
secondary data and secondary data sources, the appropriateness of the relevant secondary

data and checked the reliability of the secondary data and data source.

3.2.1.5 Desk Review of Documents

Gathering and analyzing of documents produced in the everyday events. ‘the approach
used to review the documents is called ‘content analysis’— a systematic examination of
forms of communication to document patterns objectively’(Marshall & Rossman 1993:25).
Documents could be letters, memoranda, agendas, study reports, or any items that could
add to the data base. The validity of the documents should be carefully reviewed so as to
avoid incorrect data being included in the data base. One of the most important uses of
documents is to corroborate evidence gathered from other sources. In this research,

however, secondary data is the main source of evidence.
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Marshall and Rossman (1995:85) describe organizational documents as potentially rich in
portraying the values and beliefs of participants in a particular setting. Yin (1994:82)
further cautions researchers against a very narrow understanding of the value of such
documents. These documents should be viewed as a form of communication between

parties in organizations intended to achieve specific organizational objectives.

In order to assess the impact of decentralization of the World Bank operations as defined in
the Strategic Compact on poverty eradication in Uganda, the researcher has analyzed the
documents listed below, among numerous others, in order to respond to the research
objectives. Having reviewed the secondary data, the researcher has identified the
information gaps and defined the areas requiring further data collection.

The Strategic Compact;

The review of the Compact, 2001,

The Uganda Client Surveys 1999 and 2003;

The Uganda Country Assistance Strategy;

The Uganda Joint Assistance Strategy;

Evaluations by the Independent Evaluation Group;

The Uganda Poverty Eradication Action Plan;

The PEAP evaluations;

World Bank’s journals and newsletters;

The Uganda National Household surveys;

A survey by USAID, ‘Developing and Testing Poverty Assessment Tools’ in
2005;

World Bank Development indicators;

The Uganda Census by UBOS, 2002;

The Paris Declaration;

Evaluation of the Paris Declaration;

Various research works on poverty in Uganda including but not limited to:
‘Insights From the Poor on Chronic Poverty in Uganda’; ‘Will NUSAF Deliver
Northern Uganda out of Poverty?’; ‘A Critical Assessment of Aid Management
and Donor Harmonization’; ‘Out of Control: Gender and Poverty in Uganda’, et
al.

Archival records could be useful in some studies since they include service records, maps,
and charts, lists of names, survey data, and even personal records such as diaries. The

research has examined Uganda’s ‘poverty maps’, amongst other documents, which show
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poverty distributions across the different regions in the country, previous household survey

data, perception surveys and population censuses.

In ensuring internal verification and validity of the secondary data sources, the following
strategies have been employed:

1. Triangulation

2. Structural corroboration
Denzin (1970:313) emphasises that ‘by combining multiple observers, theories, methods
and data sources’ researchers can hope to ‘overcome the intrinsic bias that comes from
single-methods, single-observer, and single-theory studies’. To reinstate, triangulation
most often refers to multiple data collection methods that are used to provide a more
substantive and richer picture of reality (Berg 2001). However in this research, the

triangulation has been carried out on the different sources of the data analyzed.

Triangulation is a tool to support the researcher's construction. It is a process by which the
researcher can guard against the accusation that a study's findings are simply an artifact of
a single method, a single source, or a single investigator's biases. The function of
triangulation is to locate and reveal the understanding of the object under investigation
from ‘different aspects of empirical reality’ (Denzin 1989). He identified four basic types
of triangulation: investigator triangulation, methodological triangulation, theory
triangulation and data triangulation. Data triangulation has been used in this study to
compare and cross check the information received from different sources including the

World Bank, the Government of Uganda, and the Uganda Bureau of Statistics.

Credibility and truth-value of the data has been ascertained through structural
corroboration. This is the process of searching through the data for fresh information that
supports, strengthens or proves earlier statements, opinions or ideas. The rationale for this
is to ensure that there is agreement between construct/interpretations and the meanings
held by different proponents of different views. Such corroboration has been obtained by

critical analyzes of different data sources and paradigms to clarify meanings, and exploring
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the differing and sometimes, contradictory views in sufficient detail, and checking multiple
sources of data (Sendikadiwa 2007).

3.2.1.6 Data Analysis

Data analysis consists of examining, categorizing, tabulating, or otherwise recombining the
evidence to address the initial propositions of a study’ (Yin 1994). In analyzing the data,
the researcher has traced patterns in all the data and applied the pattern matching strategy.
In analyzing secondary data, the researcher has also applied content and narrative analyzes,
using various analytic procedures to ‘provide a way of drawing inductive inferences from
data and distinguishing the signal (the phenomenon of interest) from the noise (statistical
fluctuations) present in the data’ (Shamoo & Resnik 2003).

In quantitative analysis, numbers and what they represent are the material of analysis. By
contrast, qualitative analysis deals in words and is guided by fewer universal rules and
standardized procedures than statistical analysis. ‘We have few agreed-on cannons for
qualitative analysis, in the sense of shared ground rules for drawing conclusions and
verifying their sturdiness’ (Miles & Huberman 1984).  Qualitative analysis is
fundamentally an iterative set of processes (Savenye & Robinson 2004).

There are some things that the researcher has been careful to review to ensure that the
analysis is of high quality, including: showing that all relevant evidence was used, that all
rival explanations were used, that the analysis addressed the most significant aspect of the
case study, and that the researcher’s knowledge and experience were used to maximum
advantage in the study. The essential component of ensuring data integrity is the accurate
and appropriate analysis of research findings (Shepard 2002). The researcher sought to
provide ‘rich, thick’ descriptions across multiple data sources. She sought to isolate
regular patterns of human behaviour in the data, sifting, coding and sorting data as it was

collected and following up with analyzes to explore and refine these patterns.
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Throughout the course of qualitative analysis, the researcher has been asking the following

questions suggested by Berkowitz (1996):

1. What patterns and common themes emerge in responses dealing with specific
items? How do these patterns (or lack or) help illuminate the broader study
questions?

2. Are there any deviations from these patterns? If yes, are there any factors that
might explain these atypical responses?

3. What interesting stories emerge from the responses? How can these stories help
illuminate the broader study questions?

4. Do any of these patterns or findings suggest that additional data may need to be
collected? Do any of the study questions need to be revised?

5. Do the patterns that emerge corroborate the findings of any corresponding
qualitative analyzes that have been conducted? If not, what might explain these
discrepancies?

However, before analyzing the data, there was a significant amount of data that had to be

discarded and later, data coding undertaken.

3.2.1.7 Data Reduction

Data reduction often forces choices about which aspects of the assembled data should be
emphasized, minimized, or set aside completely for the purposes of the project at hand.
Presenting a large volume of unassimilated and uncategorized data for the reader's
consumption, will just not do. The data relating to poverty alleviation in general, is
enormous (although the impact of the Bank’s decentralization impact isn’t) and the
researcher has exercised extreme caution in isolating the relevant and salient issues
(Sendikadiwa 2007).

In qualitative analysis, the analyst decides which data are to be singled out for description
according to principles of selectivity. This usually involves some combination of deductive

and inductive analysis. While initial categorizations are shaped by pre-established study
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questions, the qualitative analyst should remain open to inducing new meanings from the

data available.

First, the mass of data has to be organized and somehow meaningfully reduced or
reconfigured. Miles and Huberman (1994) describe this first of their three elements of
qualitative data analysis as data reduction. Data reduction refers to the process of selecting,
focusing, simplifying, abstracting, and transforming the data that appear in written up field
notes or transcriptions. Not only do the data need to be condensed for the sake of
manageability, they also have to be transformed so they can be made intelligible in terms

of the issues being addressed.

Data reduction should be guided primarily by the need to address the salient evaluation
question(s). This is difficult, both because qualitative data can be very rich, and because
the person who analyzes the data also often played a direct, personal role in collecting
them, as a participant observer. The acid test has to be the relevance of the particular data
for answering particular questions (Sendikadiwa 2007).

3.2.1.8 Coding of Data

It is widely accepted and recommended that qualitative data be analyzed as it is collected
in order that the themes are identified and more data collected to develop the categories
(Marshall & Rossman 1999; Merriam 1999; Miles & Huberman 1994; Patton 1990,
Strauss 1990:59). Therefore, data collection and data analysis has been a simultaneous
process. With regard to primary data collection, the data should be organized categorically
and chronologically reviewed repeatedly and continually in parallel with axial coding.
Coding is the process of organizing the material into ‘chunks' before bringing meaning to
those ‘chunks’ (Rossman & Rallies 1998:171). The aim of axial coding is to relate more
specifically the categories and subcategories that are anticipated during data collection and
transcription, and explicating the scholarly publishing ‘story’ from the interconnection of

these categories.
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The data collected during this research was coded in line with the research objectives. This
included putting the data into categories of: strategies, structures and systems, policies and
procedures and culture. The data was also organized into ‘chunks’ consisting of the
objectives of decentralization and poverty trends in Uganda. The data was, subsequently,

analyzed through content analysis.

3.2.1.9 Data Interpretation

Content analysis is often used in qualitative and quantitative research methods. Some
researchers view content analysis as a technique to quantify manifest (surface-level)
descriptive data (Allen-Meares 1985), in which categories are developed, content is coded,
and category counts are conducted. Hollis (1972), studying communications in social
work interviews, categorized specific statements according to type of communication.
Qualitative content analysis typically does not transform the content into numeric patterns.
Instead, recurrent themes, and typologies and illustrations of particular issues are used. The
qualitative methods allow the researcher to focus on the process of ‘how something
happens’ rather than on just the ‘outcomes or results that would be more characteristic of
quantitative designs (Bogdan & Taylor 1990; Patton 1990; Rubin & Babbie 1993).

3.2.2  The Quantitative Approach

Quantitative research involves a scientific investigation of quantitative properties and
phenomena and their relationships. The objective is to develop and employ mathematical
models, theories and hypotheses pertaining to natural phenomena. The process of
measurement is central to quantitative research because it provides the fundamental
connection between empirical observation and mathematical expression of quantitative
relationships (McBride & Schostak, 1989).

For the period under study, 1995 to 2008, the researcher has analyzed data derived from
the monitoring and national household surveys held during this period. The population
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from which the sample has been drawn is given below. The sampling method is simply

taking the first, third and fifth surveys listed below.

Monitoring survey 3 (MS-3) 1995/96;

Monitoring survey 4 (MS-4) 1997;

Uganda National Household survey 1 (UNHS-1) 1999/2000;
Uganda National Household survey 2 (UNHS-2) 2002/2003;
Uganda National Household survey 3 (UNHS-3) 2005/2006.

agkrownE

3.3 REPORTING FINDINGS

The goal of a report is to present conclusions to answer the question posed by the research
in such a way that the reader can understand. The reporting aspect of a case study is
perhaps most important from the user perspective. It is the contact point between the user
and the researcher. A well designed research project that is not well explained to the reader
will cause the research report to fall into disuse. In this section, the researcher has refrained
from technical jargon and used clear explanations. These explanations are necessary to

help the user understand the implications of the findings.

The results of this study have been presented as a country case study, in a descriptive and
narrative form, and also include a detailed description of procedures and the results derived
from the statistical tests. These results have been presented not exclusively as statistical
results, but with accompanying explanations of the meaning of those test results. In that
way both the technical requirements and the informational needs have been met.

The case study methodology has been subjected to scrutiny and criticism at various times
since the 1930s. As a research tool, it has not been a choice that is listed in the major
research texts in the social sciences. However, as the researcher demonstrates in this
research, case study is a reliable methodology when executed with due care. The literature,
while not extensive, contains specific guidelines for researchers to follow in carrying out
case studies. Yin (1994) and Stake (1995) reference required have designed protocols for
conducting the case study, which enhance the reliability and validity of the investigation.
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3.4 LIMITATIONS OF THE STUDY

The study has not exhausted all the areas of decentralization in the World Bank and the
impact of the on poverty eradication in Uganda. Furthermore, the dynamics of poverty
eradication and alleviation are so diverse and intricate, including historical, political-legal,
technological, socio-cultural and other economic factors that isolating this small area may
have lead to inapplicable ‘textbook’ findings. However, the Bank’s success in its

decentralization programmes have been measured by its own set objectives.

The Bank works with other development partners and although their contributions have
been acknowledged, they have not been analyzed in detail. Further research into other
donor agencies decentralization strategies, if any, will contribute to building the knowledge
that is the focus of this study. Furthermore, it should be noted that most of the support
given to the country is through budget and no longer project support. Thus, the impact

analysis may be less obvious.

The research was previously restricted in that although the Strategic Compact was
reviewed in 2001, the details of the review presented to the Bank’s board had a restricted
distribution; its contents could not be disclosed without express authorization.
Furthermore, the researcher as a staff member of the World Bank was bound by non-
disclosure rules thus, initially making the research work not available to the public in its
entirety. However, due to the introduction of the rights to public access to information in
2010, the Compact document and many other, previously, ‘restricted distribution’
documents are now in the public domain and can be accessed through the Bank’s external
web. However, there is a possibility that the research may have, inadvertently, made

reference to some documents that are still not yet available to the public.

The research has mainly focused on analysis of secondary data and the reliability,
suitability and adequacy of the data has been tested. The researcher may not be able to
establish reliability of all the data. However, given that this mainly a qualitative case study

researcher, it is permissible to present issues in the perspective of the client. The qualitative
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research tradition relies on the utilization of tacit knowledge because often the nuances of
the multiple realities can be appreciated most in this way. Individuals define poverty and
development differently, and consequently, the impact of the players in the development
arena is also interpreted differently. An attempt, therefore, will be made to understand not
one, but multiple realities (Lincoln & Guba 1985).

Given the significant level of aid that the World Bank provides to the country, its
influence, real or perceived, is not to be underestimated. This may lead to people thinking
that their positions may be compromised in giving negative comments causing them to
indulge in impression management. Talking about the World Bank’s power, Hooke (2007)
had this to say: ‘Within the institution, it is generally acknowledged that the economic
policies of at least 30 countries are supervised by Bank employees, that these nations are
dependent on a lifeline of continued Bank lending, and that their leaders have no other
practical recourse other than submission to Bank-instituted directive. Why is the Bank so
powerful? For starters, it is the largest development institution in the world’.Jeffrey Hooke
(2007) in his book "The Dinosaur Among us — The World Bank and Its Path to Extinction’
asserts that as poverty’s two step children — terrorism and failed states pose major
problems, bettering Third World Economies has become critical to the West and yet the
World Bank ‘squanders opportunities and refuses to adapt to changing conditions’.But,

really, is the World Bank an ‘economic god’ or it is a myth?

Despite all the limitations stated above, the researcher will provide measures to ensure the
integrity and completeness of the study. Some of the limitations are really opportunities

for further research which should be explored using this thesis as a starting point.

35 ETHICAL CONSIDERATIONS

Spadley (1980) advises that the researcher consider the welfare and the interests of the
informants, that is, the collaborating subjects first. Their rights, interests and sensibilities
must be safeguarded and they should not be exploited. Subjects should be made aware of

the purposes of the research study and their privacy protected. Ethical considerations have
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also been exercised in the analysis and presentation of the final report so as to ensure the

authenticity of the research findings.

In analyzing the research findings, the researcher has used the information received only
for the purposes of this study and findings have been presented in an unbiased way. The
researcher has exercised ethical behaviour and ensured the integrity of data, at all stages of
the research, from collection, verification, analysis and presentation of findings. The

findings will be presented in a format of a narrative study.

3.6 CONCLUSION

This chapter outlined the problem statement, the research objectives and questions arising
from the problem. Despite a general consensus amongst development theorists and
practitioners that decentralization would contribute, positively, to poverty reduction, there
is scarcity of empirical evidence to support this. Consequently, this gap has been filled by

this research thereby, contributing to the body of knowledge.

This chapter discusses the research design and methodology used in this study. The main
methodological approach taken is a case study of Uganda and content analysis applied to
the secondary data which was gathered from difference sources and formed the basis of the

study.

The chapter also details the data collection methods, analysis and coding, thus
demonstrating a sound basis for the research. Problems and limitations encountered are

also, briefly, reviewed and so are the ethical considerations.

The analysis of the secondary data collected is largely a content and narrative analysis,
given the research questions. In presenting the analyses, the data will be presented under
the individual research questions, in order to bring out the salient issues raised in the
research questions. Chapter four provides the Uganda country context within which this
research is being carried out. Chapter five examines the changes that have taken place in

the World Bank’s strategies, systems and structures, policies and procedures and culture as
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envisaged by the Compact. Chapter six then examines these changes at country level in the
Uganda country office. Finally, chapter seven examines how the implementation of the
decentralization strategy impacted on the trend of poverty in Uganda and, the conclusion of

the study and areas requiring further research will be discussed in chapter eight.
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CHAPTER 4

UGANDA’S ECONOMIC HISTORY

4.1 INTRODUCTION

This chapter begins by providing a background to Uganda’s current economic state by
providing an extensive review of the colonial, post colonial and subsequent regimes and
their impact on the economy. It then discusses the current 25 year government and their
economic policies which brought the country from the brink of ruin to its good reputation,
especially in the 1990s and early 2000s. The chapter concludes by discussing the World

Bank’s assistance to the country’s poverty eradication plans.

According to the Commission for Africa (2005), ‘African poverty and stagnation is the
greatest tragedy of our time’ and the evidence of this in Uganda is undisputable. In
applying the theories of development to the Ugandan context in which most of the
population is engaged in agriculture, one would think that the economy would have gained
from the structuralists’ view that underdeveloped countries could transform their domestic
economies from traditional subsistence agricultural base into a modern economy.
According to the linear-stage-growth model, Uganda may have stagnated in either
‘preconditions’ or the ‘traditional’ stage and unable to get out of the ‘poverty trap’. In
Uganda, the proponents of the neo-Marxist school of thought still blame the colonialists
for plundering and leaving the country in permanent dependency of its former colonial
masters. However, according to Obadina (2008), focusing on colonialism, neo-colonialism
and imperialism has drawn attention away from internal forces that are crucial to the
understanding of the African condition and which, unlike external ‘demons,” can be
changed by ordinary Africans. These issues, which are highlighted under economic,
political, technological and socio-cultural factors, are many and varied, making the
definition of a solution a nightmare of unimaginable proportions. They include the
‘economy of affection’ (Hyden 1983), institutional constraints to economic development in
Africa (Mabogunje 2000; Nafziger 1997); and soft and failed states (Cornwell 1999).
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Uganda during the colonial era and at independence had good economic prospects.
However, due to the ensuing political and economic mismanagement after the post
independence period, the country reached the brink of collapse and has since then, relied
heavily on foreign aid for sustenance. Uganda has been widely considered to be one of
Africa’s success stories in the 1990s. Economically and politically, it was gaining as a
force in East Africa and as an example of development potential in sub-Saharan Africa
(World Bank, 2007; Stavlota, Nannyonjo et al 2006; The Uganda PEAP 2005). ‘Amidst
all of the fanfare’, however, owing to its colonial history, its diverse ethnic mix and the
brutality of previous regimes, ethnic and clan identity predominate over national

citizenship and a cycle of mutual mistrust and conflict prevails (Ahrens & Lofchie 1994).

After Museveni came into power in 1986, the government took the view that economic
stagnation in Uganda was a by-product of poorly designed economic policies, and
excessive state interference in the economy, as propounded by the Neoclassical theory.
They argued that in order to stimulate the domestic economy, and promote the creation of
an efficient market, the country needed to eliminate market restrictions and limit
government intervention. This was to be accomplished through privatization of state-
owned enterprises, promotion of free trade, reduction or elimination of restrictions on
foreign investment, and reduction or elimination of government regulations affecting the

market (Commission for Africa 2005).

A study of literature from various schools of thought regarding the dynamics of poverty,
the debt crisis of the 1980s, aid effectiveness, and the role of the World Bank Group
contribute to understanding Uganda’s economic history right from independence in 1962
to the present day. Among the development theories examined in this study, in the
Ugandan context, are orthodox, heterodox and contemporary theories. Of the orthodox
theories of structuralism, the Linear-Stages-Growth, neo-Marxist and neoclassical theories,
structuralism was the most notable theory applied in Uganda’s attempt to boost its
economy. This was implemented through the World Bank’s Structural Adjustment

Programmes (SAPs), during the 1980s.
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The conventional wisdom in orthodox economics is that freely functioning markets would
lead to greater efficiency, economic growth and achievement of social goals. They
advocated for anti-inflationist macroeconomics policies, market liberalization, deregulation
and privatization (Ballassa 1981; Kuczynski & Williamson 2003;& Williamson 1989).
The World Bank’s formal endorsement of structural adjustment embodied a monetarist
perspective and many pain-filled years later and the era of SAPs completed, the country
still contends with the fundamental question of continued high poverty levels. Due to the
inadequacies of orthodox theories, some of its opponents proposed heterodox theories
(Breisinger, Clemens, & Diao 2008; Timmer, Peter & Akkus 2008 & Kuteesa, Tumusiime-
Mutebile, Whitworth and Williamson 2010).

This research finds that having received a great infusion of foreign aid and several debt
write offs, it soon become apparent that ‘throwing money at the problem’ was not working.
This lead to examination of other barriers to economic growth such as corruption and

governance issues, civil wars, trade barriers and the whole question of aid effectiveness.

Uganda has been a major recipient of significant amounts of funding from the World Bank,
subject of course, to meeting the various conditions set by the World Bank. The
Government has worked, in collaboration with the Bank and other development partners,
its PEAP, being supported by the Bank’s Country Assistance Strategy (CAS), and the
Uganda Joint Assistance Strategy (UJAS).

4.1.1 Uganda’s Colonial Economic History (1888 — 1961)

When Arab traders moved inland from their enclaves along the Indian Ocean coast of East
Africa and reached the interior of Uganda in the 1830s, they found several kingdoms with
well-developed political institutions. These traders were followed in the 1860s by British
explorers searching for the source of the Nile River and later by the missionaries in the
1870s (The International Journal of African Historical Studies 1979).

In 1888, control of the emerging British ‘sphere of interest’ in East Africa was assigned by
a royal charter to the Imperial British East Africa Company, an arrangement strengthened
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in 1890 by an Anglo-German agreement confirming British dominance over Kenya and
Uganda. In 1894, the Kingdom of Uganda was placed under British protectorate; however,
effective control of the various societies was not achieved until the late 1930s (US Library
of Congress Country Studies 1990; The International Journal of African Historical Studies
1979; Karugire 1980).

The colonial rule affected local economic systems significantly and the consequences have
stood the test of time. The colonial master Johnson’s Buganda Agreement of 1900
imposed taxes on huts and guns designated the Buganda chiefs as tax collectors in many
parts of the country. This strengthened the alliance of British and Buganda’s interests, at
the cost of the rest of the country, which today stills lags behind Buganda economically.
The Baganda chiefs were perceived as sub imperialistic and culturally chauvinistic,
imposing their culture wherever they went. Religious divides also manifested themselves
and later, political parties were divided along religious lines (US Library of Congress
Country Studies 1990; Karugire 1980; Hanson 2003).

With the completion of the Uganda Railway from the coast at Mombasa, to the Lake
Victoria port of Kisumu, the colonial authorities encouraged the growth of cash crops to
help pay for the railroads operating costs. In Uganda, this was mainly carried out by
Africans. Cotton was the main cash crop due to the pressure by the British Cotton
Growers Association textile manufacturers who urged the colonies to provide raw material
for British mills. Even the Christian Missionary Society (CMS) joined the effort by
launching the Uganda Company to promote cotton planting, purchase and transportation,
managed a former missionary (US Library of Congress Country Studies 1990).

Buganda with its strategic location on the lakeside reaped the benefits of cotton growing.

The Baganda chiefs who had newly acquired freehold estates took a hold of the

opportunity. In 1905, initial baled cotton export was valued at £200, in 1906 £1,000, and

by 1908, £52,000. By 1915, the value of cotton exports had reached £369,000, thus

enabling Britain to stop subsidizing the colonial administration in Uganda. The cotton

growing made the Buganda Kingdom relatively prosperous, thus enabling them to improve
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their standard of living and to educate their children. The first schools were established in
Buganda and by the time the country gained independence, the Baganda were well placed
to take up most of the government positions (US Library of Congress Country Studies
1990; Hansen & Twaddle 1994: 13; Mazrui 1986; Hason 2003).

However, two issues continued to create grievances through the 1930s and 1940s. The
colonial government strictly regulated the buying and processing of cash crops, setting
prices and reserving the role of intermediaries for Asians who were considered more
efficient. The British and Asians firmly repelled African attempts to break into cotton
ginning. Furthermore, on Asian owned sugar plantations established in the 1929s, labour
was increasingly provided by migrants from other areas in Uganda and even outside
Uganda (US Library of Congress Country Studies 1990).

In 1949, discontented Baganda youth rioted and burned down houses of pro-government
chiefs demanding the right to bypass government price control on the export sales of
cotton, the removal of Asian monopoly over cotton ginning and the right to have their own
representatives in the local council replace chiefs appointed by the British, regarded as
puppets of the administration. The Uganda African Farmers Union, founded in 1947 was
blamed for the riots and was banned by the British (US Library of Congress Country
Studies 1990).

The British began to move ahead of Ugandans in preparing for independence, as a more
liberal philosophy in the Colonial Office geared towards future self rule, in the wake of the
effects of Britain’s post war withdrawal from India and the march of nationalism in West
Africa. In 1952, Sir Andrew Cohen removed obstacles to African cotton ginning, rescinded
price discrimination against African grown crops and established cooperative to promote
and finance new projects. On the political side, he organised the Legislative Council
which previously consisted of an unrepresentative selection of interest groups heavily
favouring the European Community, to include African representatives elected from
districts throughout Uganda. This system became the prototype for the future parliament
(US Library of Congress Country Studies 1990).
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4.1.2  Post Colonial Uganda (1962 — 1985)

On gaining independence from Great Britain in 1962, with Milton Obote as Uganda’s first
Prime Minister, Uganda was in an excellent position to tremendous economic growth and
prosperity. Armed with abundant human and natural resources, fertile soils, pleasant
climate and beautiful scenic tourist attractions, Uganda quickly earned its nickname as the
‘Pearl of Africa’. The country, however, was greatly divided along national, religious and
ethnic lines. The national divisions were the most apparent. The country’s politics and
economy was dominated by the Buganda Kingdom, much to the chagrin of the other four
established kingdoms. Bunyoro-Kitara was particularly aggrieved having been deprived of
its ‘lost counties ‘when Uganda became a protectorate. Religious divides still persist up to
the present day and so do ethnic ones, with the long standing ‘Mexican stand-off” between
the Nilotics from the north and the Bantu from the South. Under the British rule, Uganda’s
economic activity was mainly undertaken by the Indian immigrants who basically, formed
the merchant class at that time (US Library of Congress Country Studies 1990; Twaddle
1993).

In succeeding years, supporters of a centralized state vied with those in favour of a loose
federation and a strong role for tribally-based local kingdoms. Political discord climaxed in
February 1966, when the Prime Minister, Milton Obote, suspended the constitution and
assumed all governmental powers, removing positions of president and vice president.
The chronic political instability and erratic economic management produced a record of
persistent economic decline that has left the country among the world’s poorest and least

developed countries (US Library of Congress Country Studies 1990).

On January 25, 1971, Obote’s government was ousted in a military coup led by armed
forces commander Idi Amin Dada. He then declared himself ‘president’, dissolved the
parliament and amended the constitution to give himself absolute power. Amin’s eight
year rule produced economic decline, social disintegration and massive human rights
violations, on an unprecedented scale. With the exception of coffee, all agricultural

production came to a halt. Government seized control of all aspects of business and
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industrial sectors, as well as agriculture, and Amin expelled the Asian, ‘bloodsuckers’ that
controlled much of these sectors (US Library of Congress Country Studies 1999; BBC
August 1972; Henckaerts & Sohn 1995: 22; Winter 1972:12-22).

The Asians had been brought by the British to do clerical work in Imperial service and
were soon to be subjected in ‘Indophobia’ and an unprecedented ethnic cleansing by the
government of Uganda and its citizens. The 1969 census enumerated about 70,000 people
of Indian or Pakistani descent, generally referred to as Asians in Uganda. They were
officially considered foreigners despite the fact that more than one-half of Uganda's Asians
were born in Uganda. Many of their forebears had arrived in Uganda by way of trade
networks centred on the Indian Ocean island of Zanzibar (united with Tanganyika in 1964
to form Tanzania), which brought iron, cotton, and other products from India even before
the nineteenth century. In the late nineteenth century, many indentured labourers from
India remained in Uganda after their service ended, but the government refused to sell
them land, and most became traders. Wealthy Baganda traders were almost eliminated as
their earliest rivals when the Buganda Agreement of 1900 made land ownership more
lucrative than commerce for most Baganda. Indians gained control of retail and wholesale
trade, cotton ginning, coffee and sugar processing, and other segments of commerce. After
independence, and especially when the Obote government threatened to nationalize many
industries in 1969, Asians exported much of their wealth and were accused of large-scale
graft and tax evasion. President Amin deported about 70,000 Asians in 1972 (US Library
of Congress Country Studies 1990; Thorbhani 1975).

Although Amin proclaimed that the ‘common man’ was the beneficiary of this drastic act,
which proved immensely popular locally, it was actually the army that emerged with the
houses, cars and businesses of the departing Asian minority. This expropriation proved
disastrous for the already declining economy. Businesses were run into the ground,
cement factories at Tororo and Fort Portal collapsed from lack of maintenance, sugar
production ground to a halt, as unmaintained machinery jammed permanently. Uganda’s
export cash crops were sold by government parastatals, but most of the foreign currency

they earned was used to maintain the army that had propelled ‘Big Daddy’ into power.
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The most famous example of the government’s juvenile and irresponsible behaviour was
the so called ‘whisky run’ to Stansted Airport in Britain, where planeloads of Scotch
whisky, transistor radios and luxury items were purchased for Amin to distribute among
his officers and troops. An African proverb, it is said, summed up Amin’s treatment of his
army: ‘A dog with a bone in its mouth can’t bite’ (US Library of Congress Country Studies
1990).

This ensuing mismanagement brought production to a halt and economy experienced a
crash, ‘belly up’ landing, bringing the country’s previously promising economy to its
knees. By 1980, the country was experiencing negative growth, with a GDP of 40% lower
than in 1971 and manufacturing operating at 5% of capacity. Agricultural production
declined on average of 0.7%, annually throughout the 70s (Ahrens & Lofchie 1994).

Uganda had been receiving aid after independence, with a small amount of US$357
million from 1962 — 78. A striking feature during this period was the low level of
multilateral donor influence, especially the World Bank and, the general absence of the
influence of Western countries. Very few bilateral donors committed resources to Uganda.
Factors that discouraged the interest of Western donors during this period included the
nature of the political climate, the tendencies of the regimes to lean towards socialism and
poor macroeconomic management. It was only after the fall of Idi Amin in 1979 that the
World Bank and a number of European bilateral donors stepped into the economic arena
(Holmgren, Kasekende & Ddamulira 2000).

Milton Obote, previously overthrown by Amin, made a brief comeback in his second run
as president, made an attempt to revitalize Uganda’s crippled economy. He accepted IMF
support, floated the shilling, reduced price controls on agricultural products and imposed
strict limits on government spending. However, he was unable to maintain these initial
structural adjustment policies and was soon ‘abandoned’ by the IMF. Thus, the economy
once again began to fail. Inflation run in the triple digits, topping 200% mark for two
years, and the value of the shilling plummeted (devalued 2000% in 1986). By 1986, when
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Yoweri Museveni came to power, per capita GDP was at 57% of its 1970 value (Ahrens &
Lofchie 1994).

4.1.3 Uganda under Museveni’s Reign (1986 — 2008)

Museveni inherited an ailing economy, severely crippled by decades of mismanagement
and a protracted war that brought him into power. The economy had shrunk by more than
20% of its peak value in 1970 and inflation was at an annual rate in excess of 240%. The

IFIs came to the rescue of the country loans and grants (Table 4.1).

Table 4.1: Official Development Assistance (Grants and loans), 1984-88
(in millions of United States dollars)

1984 1985 1986 1987 1988
Loans
Bilateral 50.1 45.5 88.0 92.7 196.4
Multilateral | 119.3 143.0 120.3 193.0 180.9
TOTAL 169.4 188.5 208.3 285.7 377.3
Grants 98.5 84.0 131.5 153.5 257.8

Source: Based on information from Organization for Economic Co- operation and Development,
Geographical Distribution of Financial Flows to Developing Countries, Paris (1990:285).

Following the political upheavals of the 1970s and early 1980s, Uganda required
substantial financial assistance to rebuild its social and economic infrastructure. The
recovery programme launched by the Obote government in 1982 called for US$1.7 billion
in balance of payments and commodity support, but by 1985 many Western donor
countries had decided to withhold financial support in protest against the government's
poor human rights record. Many agencies again suspended disbursements at the end of
1985, when the short-lived Okello administration failed to end the political chaos. Upon
coming to power in January 1986, President Museveni proposed an emergency six-month
relief programme that would cost US$160 million. Some international support was
forthcoming, but most of the major bilateral and multilateral donors preferred to wait until

the government had drawn up a more comprehensive plan. In 1987 the government
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responded with the Rehabilitation and Development Plan (RDP) which included a US$1.3
billion budget over four years. Approximately US$600 million of this amount was already
funded when the plan was launched (OECD 1990).

After launching the RDP, the government enjoyed the increasing confidence of Western
donor nations. In 1988 donors pledged over US$377 million in aid, and Uganda received
major support and a vote of confidence from both the IMF and the Paris Club. The IMF
approved a purchase equivalent to US$33.7 million under the compensatory financing
facility to cover an estimated shortfall in export earnings resulting from lower coffee
revenues. In October 1988, a consultative group meeting in Paris arranged by the World
Bank pledged aid and concessionary loans worth US$550 million. The Ugandan
government told potential donors that the government needed a minimum new aid
commitment of US$440 million in 1989 in order to meet its development targets and
continue disbursements for existing commitments (US Library of Congress Country
Studies 1990).

After Museveni’s initial attempts at stabilizing Uganda’s economy failed, he agreed to
follow the strict reforms of the IMF. In addition to promoting investment, Museveni also
took steps to reduce rampant inflation, and to stabilize the exchange rate. Above all,
liberalization of the economy was a top priority for the government which included
privatization of government business holding, reducing tariff barriers, particularly within
the context of regional markets, and diversification of exports. In 1987, as part of the
Economic Recovery Programme (ERP) Museveni proposed the privatization of
government business holdings from hotels to commodity marketing boards. This process
began in 1991 and continued with the recently privatized Uganda Commercial Bank and
the break-up of Uganda Posts and Telecommunications. This came after a heated public
debate due to legitimate concerns that it would lead to mass unemployment as the
government laid-off thousands of civil service employees in these entities. In conjunction
with the privatization effort, Museveni also invited the Asian community, evicted by Amin
in 1972, back to Uganda to reclaim their businesses and private property. They helped
bring the economy from the brink of total collapse (Ahrens & Lofchie 1994).
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In an effort to liberalize foreign trade in Uganda, tariff barriers, still among the highest in
the region were reduced by up to 75%. Further reductions were planned once local
businesses were prepared to compete globally. Occurring gradually to allow local
businesses to prepare for the new competition, the reforms gained increased public appeal.
With the removal of these barriers, South Africa began to play a growing role in Uganda’s
economy, becoming one of the top sources of foreign investment. By all major economic
indicators, Museveni’s Structural Adjustment Programmes (SAPs) had performed
remarkably well. Growth averaged over 7% in ten years, reaching as high as 11.2% in
1996. Meanwhile inflation had been brought into single digits, at about 5 to 7% down
from 200% within a period of just ten years. Per capita gross domestic product was
approaching an all-time high at $290, regaining ground lost during the 1970s (Ahrens &
Lofchie 1994).

Based on the statistics above, Ahrens and Lofchie (1994) contended that it was hard to
discern why the SAPs have been considered a ‘bitter pill” for developing countries to
swallow. According to their analysis, there was a dark side to these reforms, the most
apparent being some of the measures themselves. Cutting government expenditure
amounted to much more than cutting excess staff. Massive cuts in payrolls have often
been required, both in the military and the civil service. This, inevitably, was an unpopular
move for a government struggling to foster growth and democracy at the same time. Aside
from damage to careers of the politicians who had to implement these measures, the
country was left with a sudden deluge of unemployed workers, frequently in urban centres,
where even their old subsistence lifestyles became untenable. This was further
exacerbated by privatization of industries, which also had to cut down staff in order to

become solvent and competitive.

The second dose of the bitter pill came from the need to increase spending on the

infrastructure, health services, and education, thus increased taxes. In Uganda, there has

been a constant outcry against value-added tax imposed by the government. Perhaps the

darkest night of the SAPs, according to Ahrens and Lofchie (1994), has been the social

statistics that tell the story of the above problems. In Uganda, average life expectancy had
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fallen from 48 years in1985 to 39 years in 1997. Infant mortality rose from 116 to 122 per
1000 births and the maternal death rate from 300 to 550 per 100,000. This was presumed
to be as a result of reduced government expenditure on social services which led to a cost
sharing scheme which most patients could not afford.

Trade and exchange rate policy reforms have probably been the most controversial aspects
of structural adjustment programmes due to their enormous effects on the economy and,
specifically, on income distribution. To exacerbate the situation, the policy changes often

seemed to be imposed from outside as conditionalities for financing by the IFls.

Overall, it is clear that Uganda’s economy has been improving (appendices I & II). Some
may argue that these improvements were real, or that structural adjustments were the real
cause. Much of Uganda’s growth may simply be attributable to recovery from years of
mismanagement and civil war. The fact remains that the country is still not where it was in
1970.

The development partners have continued to play a significant role in Uganda’s economy
with massive financial inflows and several debt write-offs. The World Bank is the single
largest provider of aid and therefore, has played a significant role in the economy (World
Bank 2005).

4.3 UGANDA’S POVERTY ERADICATION ACTION PLAN

Uganda joined the World Bank in 1963 beginning with a credit from the World Bank's
International Development Association (IDA) for electric power development. Since then,
World Bank assistance on 114 projects has helped the country promote economic growth
and reduce poverty. Most of the support given to the country was through World Bank
funded projects. However, in the last few years, there has been a move towards budget
support (programmatic support), and the government working in partnership with
development partners’ implements what has been agreed upon in the PEAP, which is the

government’s action plan for reducing poverty. As of March 2005, there were 39 World
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Bank projects underway with a commitment value of approximately US$1.33 billion
(World Bank 2005).

However, it was realized at some point that many poor countries, Uganda inclusive, were
in a debt crisis at the beginning of the 1980s. The Heavily Indebted Poor Countries (HIPC)
Initiative was the first international response to provide comprehensive debt relief to the
world's poorest, most heavily indebted countries. The HIPC Initiativewas launched by the
World Bank and the IMF in 1996, and was further expanded in late 1998 (Enhanced HIPC
Initiative). Under the HIPC Initiative, the World Bank and IMF Boards first decided
whether or not a country was eligible for debt relief. In a second step, all creditors
(multilateral, bilateral, and commercial) committed debt relief to be delivered at a 'floating’
completion point. Meanwhile, the country tried to implement the policies determined at the

decision point (which triggers to reaching the completion point.

Uganda was the first country to be declared eligible and to benefit from the HIPC Initiative
(in April 1998), ensuring some US$700 million (in nominal terms) in debt relief, of which
about 50 percent was from the World Bank. Uganda was also among the first countries to
be declared eligible for debt relief under the Enhanced HIPC Initiative: in recognition of
the effectiveness of Uganda's Poverty Reduction Strategy to date, the consultative process
involving civil society in the formulation of the poverty reduction strategy, and the
authorities' continued commitment to macroeconomic stability. In May 2000, Uganda
reached the Completion Point under the Enhanced HIPC Initiative. Of the total debt-
service relief under HIPC of some US$2 billion, the World Bank was providing nearly
US$1 billion (US$517 million in net present value terms (World Bank 2005).

During the G-8 Gleneagles Summit and Development meetings, there was an agreement to

accelerate global efforts to reduce poverty. Civil Society also mobilized a worldwide

campaign, the Global Call to Action against Poverty. It was observed that progress toward

meeting the Millennium Development Goals, MDGs, has been slow and uneven across

regions, according to the Global Monitoring Report, a World Bank/IMF publication. The

situation was most felt in Africa, where many countries will not reach the targets at the
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current rate of progress. Most of the countries would need to double their average annual
growth rates to 7% in order to halve poverty by 2015. At the summit, the G8 leaders
pledged to cancel debt of the worlds’ most indebted countries, most of which are African
nations. In March 2006, donors agreed to a financing package for the MDRI (formerly
referred to as the G8 Proposal for debt Relief) (World Bank 2007).

Uganda qualified for additional debt relief under the MDRI, and was one of the first
countries to establish a macroeconomic programme intended for ‘mature stabilisers’ with
the IMF under the Policy support Instrument, the MDRI wrote off debt of the world’s most
indebted countries that had reached completion point under the enhanced HIPC and
continued with strong macroeconomic management, public financial management and
poverty reduction. Under the MDRI, Uganda was eligible for a 100% debt relief from
IMF, ADF and IDA, receiving USD3.7 billion in debt service relief, with savings of $50
million, per year, peaking at $138 million in 2022 (World Bank 2006).

The PEAP has committed the Uganda government to the overriding priority of tackling
poverty. Starting in 1986, Uganda has achieved an impressive record of growth,
transformation and poverty reduction (Table 4.2). Headcount poverty as a percentage of
the total population has reduced significantly, from about 56% in 1992, to 44% in 1997,
35% in 2000 and then rose slightly to 38% in 2003 (Ministry of Finance, Planning and
Economic Development 2004:6) (appendices | & II). However, in spite of these
achievements, Uganda faces considerable challenges in maintaining its growth
performance over the next fifteen years, and meeting its poverty eradication objectives to
reduce absolute poverty to less than 10% of the population by 2017 and to increase the
well being for all Ugandans. Whilst Uganda’s sustained rate of GDP growth from 1986/7
to 2002/3 contributed to a significant reduction in headcount poverty as a percentage of the
total population, it failed to reduce significantly, the absolute number of people living in
poverty, which fell only marginally from 9.3million in 1992 to 9 million in 2003.
Furthermore, there is evidence to suggest that the poor, whilst benefiting from Uganda’s

economic growth, have not been its main beneficiaries (Bevan 2003).
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The President of Uganda had this to say in the foreword of the PEAP 2004/5 — 2007/8:

Over the last 19 years, Government has implemented policies geared towards
eradicating poverty among our people. These policies have led to a substantial
reduction in poverty levels from 56% in 1992 to 38% in 2003. More needs to be
done to ensure that all Ugandans move and stay out of poverty. In 1997 the
Poverty Eradication Action Plan (PEAP), a framework for addressing the key
poverty challenges (Table 4.2), was developed and launched. During the process
of implementation, new challenges arose which led to the first revision of the
PEAP in 2000.

| am pleased to note that the PEAP has become an important vehicle for policy
coherence. ... I urge all the citizens of Uganda and development practitioners to
use this policy document in steering our efforts to eradicate poverty (Ministry of
Finance 2003).

Table 4.2: PEAP Results and Policy Matrix (extract)

Key Strategic Results

e Reduced income poverty and inequality

> % of population below poverty line reduced from 38% in 2003 to 28% by
2013/14
> Inequality reduced from 0.43

e Improved Human Development

Reduced infant mortality rates from 88 (out of 1000) in 2003 to 68 in 2008
Reduced maternal mortality from 500(out of 1000) in 2003 to 300 in 2008
Increased literacy from 70% in 2003 to 85%in 2009/10

Y VYV

e Increase GDP growth

> Real GDP from 5.2% in 2003 to an average of 7 percent.

Source: The Uganda PEAP (2004)

Since Yoweri Museveni and his National Resistance Movement (NRM) came into power

in 1986, Uganda started a journey on the road to recovery from the economic devastation
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wrought by Idi Amin. Annual output growth has averaged above 5% per cent, while fiscal
consolidation and responsible monetary policy have brought the previously galloping
inflation under control (The Uganda PEAP 2004).

However, this apparent success has relied heavily on foreign assistance with the World
Bank being one of the major development partners. In the wake of the 2006 multiparty
elections after the constitution had been amended to permit the incumbent to seek a third
term in office, some of the partners registered their disapproval by cutting down aid
(World Bank 2007).

The security situation in the northern and western regions has remained an issue of concern
and led by the more stable southern and central regions, the percentage of the population
living in poverty fell dramatically from 56% in 1992 to 35% in 2000. The health
indicators, however, remained very low and poverty has actually edged up in the last few
years, underlining the necessity of further structural reforms and reduction of corruption
(The Uganda PEAP 2004).

The proportion of the population living below the poverty line in Uganda declined from 56
percent in 1992 to 34 percent in 2000 (Table 4.3), owing to strong growth in real private
consumption except in the conflict-afflicted northern region (average growth 1.2 percent)
and in the arid eastern region (average growth 2.8 percent). Urban areas experienced a
particularly strong growth and poverty reduction. However, data from the 2002/03
Uganda National Household Survey, suggested that the proportion of Ugandans living
below the poverty line increased from 34% in 1990/00 to 38% in 2002/03. Furthermore,
while the pace of decline in poverty rates may be slowing, inequality was increased as

shown in the Table 4.3 below (Uganda Joint Country Assistance 2005).
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Table 4.3: Poverty and Inequality Trends, 1992/93-2002/03

1992/93 | 1996/97 | 1999/2000  2002/03

Proportion of the population living below the national poverty line
National 56 44 34 38
Rural 60 49 37 42
Urban 28 17 10 12
Central 46 28 20 22
Eastern 59 54 35 46
Northern 72 60 64 63
Western 53 43 26 31
Inequality as measured by the Gini-coefficient

National 0.364 0.347 0.395 0.428

Rural 0.326 0.311 0.332 0.363

Urban 0.395 0.347 0.426 0.477

Source: PEAP (2004/05-2007/08)

Uganda’s economic growth has remained strong though the growth rate now appears to
have stabilised at a lower rate than that seen in recent years. The Uganda government’s
prudent pro-market economic policies are contributing to this strong growth performance.
The governments’ budget, however, continues to rely heavily on external grants, and is
complicated by pressures for supplementary expenditure and high domestic interest costs.
The monetary management faces the challenge of increased sterilisation of aid inflows, and
how to manage the ripple effect of the sterilization on the foreign exchange market and on
export competitiveness (African Economic Outlook 2004/2005).

Uganda’s per capita GDP growth in the 1990s was amongst the fastest in the world at 3.5
percent as shown in Table 4.4 below. Annual real growth averaged 6.9 percent, well above
that the sub-Saharan African average of 2.0 percent, and also close to that of East Asia and
Pacific region 7.6 percent. This performance was all the more impressive considering the

on-going conflict in the northern region of the country.
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Table 4.4: Uganda’s Growth Performance in International Context

Country/region/group Annual GDP growth | Per capita income
rates yrowth
1990-99 2000-03 1990-99 2000-03
a. East African region
Kenya 2.14 0.82 -0.43 -1.22
Uganda” 6.86 5.52 3.46 1.80
Tanzania 3.14 5.91 0.22 441
b. Fastest growing African 5.38 4.46
countries:
Mozambique 5.67 7.30 8.10 511
Mauritius 5.38 4.58 4.20 3.47
Botswana 4.70 5.35 1.74 4.17
Tunisia 5.08 4.63
c. Other regions/groupings
Sub-Saharan Africa region |1.96 3.27 -0.64 0.98
East Asia & Pacific 7.63 6.80 6.24 5.85
South Asia 5.38 5.16 3.37 3.37
Low Income Countries | 4.36 4.87 2.18 2.95
LICs)
Source: Uganda Bureau of Statistics for Uganda and WDI for other countries and regions
Note: 1/ Uganda averages (2000-05)
4.4 THE UGANDA COUNTRY ASSISTANT STRATEGY AND UGANDA JOINT

ASSISTANCE STRATEGY

The Country Assistance Strategy (CAS) is the World Bank's business plan for a particular

country. It is tailored to the needs and circumstances of each country and lays down the

World Bank Group's development priorities, as well as the level and type of assistance the

Bank will provide for a period of three years. The CAS preparation is a participatory

process. Before the adoption, key elements of the strategy are discussed with government

representatives; and to ensure the widest possible involvement, public dialogues are also

held, with Internet-based discussions taking place in many countries (The World Bank

2004).
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The Uganda CAS builds on the previous CAS, by reinforcing its focus on poverty
reduction through sustained growth. The CAS was developed in consultation with the
government, private sector, civil society, and donors. Its over-arching objective is to
support Uganda's economic transformation and poverty reduction strategy spelled out in
the Government's PEAP and Poverty Reduction Strategy Paper (PRSP) which is based

on four pillars:

1. Directly increase the ability of the poor to raise their incomes;

2. Directly increase the quality of life of the poor;

3. Create an enabling environment for economic growth and structural

transformation;

4. Ensure good governance and security (World Bank 2004; PEAP 2004).
While the work to maintain macroeconomic stability continued, emphasis in assistance has
shifted to the sector level and cross-cutting public sector management issues. Effectively
addressing these issues and facilitating economic transformation called for broadening of
the decision-making process to involve all key stakeholders, particularly the sector
ministries and civil society. Secondly, it called for a change in the Bank's lending
modalities. This would entail moving away from the traditional combination of adjustment
operations with discrete investment projects, to supporting a comprehensive reform
programme through the government's budget, via a series of PRSCs. In addition to PRSCs,
the Bank continued supporting some self-standing projects for capacity building and
infrastructure investments directly targeted to poverty alleviation and private sector
development (World Bank 2004; PEAP 2004).

Recognising the high transaction costs of aid, the government promoted donor
coordination and alignment throughout the 1990s. After the government revised the PEAP
in 2004, the Bank with other development partners developed a new assistance strategy,
according to the principles of aid harmonization and alignment. This has led to the
establishment of joint sector working groups, the development of sector wide approach
programmes (SWAps), pooled funding mechanisms, joint missions, silent partnerships,
and joint analytical work and advisory services by development partners. Subsequently,
the PRSC process played an important role in strengthening donor harmonization. The

PRSC has been the focus for donors that provide budget support to participate in joint
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discussions with government and to link their disbursements to the fulfilment of agreed
prior actions that are themselves derived from the PEAP (World Bank 2004; PEAP 2004).

The World Bank’s Country Assistance Strategy (CAS) (and in the later period of study
through the UJAS) is meant to support the Government of Uganda (GoU) to reduce
poverty through increased growth, and to enhance the equitable distribution of this benefit.
The support is designed to respond to the country’s needs as defined by the country in its
PEAP, which the government’s overall development strategy and policy framework which
guides actions for reducing poverty and accelerating private sector-led growth. As at
September 30, 2006, Uganda’s country portfolio is one of the largest in the African region
of the World Bank, with active projects of US$1166 million (World Bank 2006).

45 CONCLUSION

Uganda during the colonial era and at independence had good economic prospects.
However, due to the ensuing political and economic mismanagement after the post
independence period, the country reached the brink of collapse and has since then, relied
heavily on foreign aid for sustenance. The Government launched the PEAP in 2005 in
attempt to harness the daunting poverty levels in the country. The World Bank responded
to this with the Uganda CAS and UJAS (jointly with other development partners), which is
the strategy to support the country’s poverty eradication bid as defined in the PEAP.

In an attempt to intensify its pursuit of its daunting mission of poverty alleviation and
economic development, the World Bank has changed over the years in response to the
changing environment in its client countries. Given this and the fact that Uganda’s
economic performance has relied very heavily on donor support, it is crucial to establish
the role of the Bank in supporting Uganda to sustain its own development without undue
reliance on foreign assistance. It is also crucial to examine how the World Bank has
repositioned itself, in order to avert the now popular notion that it is partially responsible

for ‘regime maintenance’ of a ‘benevolent dictatorship’ and a ‘donor funded government.
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However, the Bank cannot work in isolation; its processes need to work in tandem with the
government’s own programmes. A review of the PEAP planning process and most
recently the National Development Plan (NDP) demonstrate that there have been
participatory approaches in developing these plans which the Bank in Uganda has aligned
its support accordingly through its Country Assistance Programmes (CAS). In order for
sustainable economic development to occur, the Ugandan population needs to be involved
at all policy formulation and implementation levels. The citizens must hold their
governments accountable for delivering development results. However, this is easier said
than done. Governments are fundamentally political and politics in Uganda, unfortunately
determine the economic policies of the country. Consequently, some decisions are made
based on non-economic basis. For instance, the abolition of poll-tax was a clear intention
to appease the majority of Ugandan who are peasants and may not have taken the time to

debate the issue of any economy funded by ‘hand-outs’ as opposed to citizens taxes.

This research study therefore, has examined management of change in the World Bank and
assessed the impact of these changes on poverty eradication. It has evaluated the
decentralization of the Bank’s operations as defined in its Strategic Compact, how it was
translated into the Uganda CAS and UJAS, and the impact on poverty eradication in
Uganda.

124



CHAPTER 5

THE DECENTRALIZATION OF WORLD BANK OPERATIONS

5.1 INTRODUCTION

Chapter five is aimed at providing a background to the decentralization strategy that was
implemented in the entire World Bank. Thus, an extensive review is given as to why the
strategy was proposed and the changes its implementation resulted into in terms of
structures, technologies and systems. This is followed by a discussion on the changes in
policies and procedures and Bank culture to support the decentralization strategy. This

chapter concludes with a review of the changes and their implications.

In 1997, Wolfensohn, President of the World Bank presented to the Board a long term
framework ‘for the Bank’s future direction and resource needs. He presented ‘The
Strategic Compact Renewing the Bank’s Effectiveness to Fight Poverty’ as the means of
doing this. The Compact proposed a comprehensive programme of renewal for the Bank
with associated costs and benefits which would seek to position it as the premier global
development institution in the next century. The general concept of the Compact before its
launch on February 13, 1997 had been discussed with the members of the Board at the
Bank’s annual meeting in the previous year and a buy in obtained from every Vice
President. The Compact also reflected input from Board members at various stages of its
formation and the purpose of this chapter is to examine the overall changes in the Bank’s

strategy and the attendant changes that resulted from the decentralization strategy.

The Compact was a remedial response to the diagnosis that the institution was under
substantial stress and in possible decline. The vision presented by the Compact was that of
a flexible, cost effective institution which worked through partnerships, which had
technically astute staff whose expertise in their areas of competence was recognised thus,
as a catalyst for the entire development community. Above all, Wolfensohn (1997: 1) in
his presentation of the Compact asserted that, the Compact was a vision of an institution

which delivered results in reducing poverty. ‘The Compact’s benefits for clients promise
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to be substantial, the range, quality, and timeliness of our services will improve
significantly; a new, world-class knowledge management system will under-pin and
reinvigorate all that we do; and we will be better equipped to respond to the evolving
development challenges facing our membership’(Wolfensohn 1997). Wolfensohn,
reiterated that increasing the development impact was the very core issue of the Compact.
He promised to monitor more systematically, development progress made by the client

XVi

countries using the new World Development Indicators (WDIs)™ High level goals were
set for the Bank’s own performance in terms of client responsiveness and the main drivers
of project outcomes, and building a deeper and evolving performance measurement system
to better capture the impact of all activities, including non-lending services (NLS) in
achieving ‘results on the ground’ (Wolfensohn 1997: 1). NLS resources are allocated by
the Country Directors to achieve the development objectives of the country assistance
programmes. They include strategic economic and sector work geared to the reform
agenda and the policy dialogue, client-driven requests for analytical and advisory services,

and other tasks that respond to internal priorities.

| am determined that we should attain maximum impact for every dollar we
spend, and so cost effectiveness is a core theme of the Compact... We have
embarked on a thorough Cost Effectiveness Review to help us in this effort. |
recognize that the Compact represents an ambitious agenda. Some tough choices
and difficult decisions lie ahead. We must keep foremost in our minds, however,
that our clients face every day the massive, grinding challenge of poverty and that
we have a responsibility to assist them as effectively as we can (Wolfensohn
1997: 2).
The objective of the Compact was to achieve greater effectiveness in the World Bank’s
basic mission, which is reducing poverty through delivery of better products and services
to its clients. The Compact proposed that in return for the investment in its
implementation, the quality and impact of the Bank’s entire effort would result in making
it quicker, more responsive and efficient; more decentralized and closer to its clients; more
accessible and open to partnership; with stronger and more relevant skills, thus making the
Bank a more effective development institution, relevant in the 21% century (World Bank

1997: 1).
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The rationale for the Compact was:

Firstly, on the international scene, the development business was undergoing a dramatic
change with a significant increase in private capital flows and declining support for the
official aid; greatly diversified sources of advice and technical assistance; and recognition
of a broader development paradigm which emphasized on local capacity and social,

environmental and governance dimensions.

Secondly, a critical technological revolution was facilitating access to knowledge, which
was a crucial factor for development. Its effect on how all organizations do business was
profound, causing more competition, faster and flatter structures; more networks and

partnerships, more learning orientation, with knowledge as a key driver of effectiveness.

Thirdly, the other agencies engaged in development, such as regional development banks,

NGOs and the private sector et al were increasing their capacities.

Fourthly, there was recognition of a broader development paradigm, with greater emphasis
on social and environmental sustainability, local capacity building and governance
dimensions (World Bank 1997: 4).

In many respects, the Bank, according to its own analyses, had failed to keep up with the

trends with the following results and indications:

1. Close to a third of Bank-supported projects were rated by the Operations Evaluation
Department (OED) (now called the Independent Evaluation Group, IEG) as
unsatisfactory and often due to poor quality right from the conception of the projects.

2. The demand for the Bank’s standard loan product had diminished and its financial tools
were becoming extinct in a rapidly changing world. Furthermore, the Bank was not
lending as much as it could even with financial terms which were purported to be the
best in the market, the lending having declined in real terms since the fiscal year 1995.

3. There was a lack of professional expertise in key areas e.g. social and financial sector
development, plus core services such as procurement and project financial management
which were critical in supporting the Banks operations and the Banks development
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experience was not being systematically catalogued or retained, in order to establish
what worked and what did not work as a reference base for future operations.

4. Clients also complained about the Banks slowness and standardized approach, while
many potential partners had often been critics or perceived as competitors. These
included certain multilateral development banks and private sector agencies (World
Bank 1997: 3-4).

Given all these failures as established by the organization itself, the Bank required
fundamental changes in its strategies and implementation of its mission of poverty
eradication thus, this section of the thesis seeks to examine the decentralization strategy,
what changes have taken place during the period 1995 to 2008 in terms of the Bank’s
strategies, structures and systems, policies and procedure and culture, as defined in the

Strategic Compact.

Wolfensohn in his speech at the Annual Meeting in 2000 stated that poverty remained a
key challenge. The Strategic Framework Paper (2001) and Global Economic Prospects
paper (2001) asserted that the fight against poverty was taking place in a ‘dramatically
changing global context’. Participation of the private sector was on the increase, trade as a
source of growth was being debated, and rapidly changing technology changed the ‘rules
of the game’. Furthermore, civil society was exercising a visible presence in the

development world.

The global development community aligned around the MDGs™" (Table 5.1), in an
unprecedented manner, providing a unique opportunity to make progress in the fight
against poverty. The Bank also committed to supporting the international community and

developing countries in this effort.
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Table 5.1: The International Development Goals

1. Reduce the proportion of people living in extreme poverty by half between 1990
and 2015.

2. Enrol all children in primary school by 2015.

Make progress towards gender equality and empowering women by eliminating gender
disparities in primary and secondary education by 2005.

4. Reduce infant and child mortality rates by two-thirds between 1990 and 2015.
5. Reduce maternal mortality ratios by three-quarters between 1990 and 2015.
6. Provide access for all who need reproductive health services by 2015.

mplement national strategies for sustainable development by 2005 so as to reverse the loss
of environmental resources by 2015.

Source: World Bank Strategic Directions FY02 —FY04 (2001).

Wolfensohn stated that the Bank had come a long way under the Compact, with significant
changes in agenda over four years. According to the assessments, the Bank was doing
more and doing so, more effectively than before, as shown in the selective data below
(Table 5.2):
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Table 5.2: A More Effective Bank — Improvements Over the Compact Period.

Before the Compact

The Bank in 2001

Improved our quality across the
board:

e Project quality at entry

e  Economic and Sector Work
quality
e  Quality of Supervision

In FY97 was 78%
In FY98 was 72%
In FY97 was 63%

In FY00 is 89%
In FYQO is 86%
In FY00 is 92%

Improved development impact as
measured by the percentage of
projects rated satisfactory for
development outcomes by OED

In FY96 was 69%

InFYO0O0 is 77%

Introduction of the CDF and
PRSPs to sharpen our poverty
focus and improve country
ownership

No CDFs
No PRSPs

12 pilot CDFs
32 Interim and 4 full PRSPs
to date

An increased proportion of projects
with civil society involvement

Less than 50%

More than 70%

Reduction of the time taken from
the project concept document to
Board consideration

In FY96 it took 24 months

In FYOQO it took 15 months

Shifting of staff and authority to
the field:

e Non ACS regional staff in CO

e Country Directors outside of
Washington

From 28% in FY97
From 3 in FY97

To 40% in FY00
To 29 in FY00

More transparency:

e Country Assistance Strategies
disclosed

Zero CASs disclosed

86 % of CASs in FY00

Significant increase of funding to ney|
priorities
=  Programmes to combat HIV / A
= Debt relief via HIPC

$35 million in FY96
$0 in FY96

$622 million in FY01 (estimate)
$ 34 billion of nominal debt relief
\value committed to date

Source: World Bank Strategic Directions for FY02 —FY04 (2001).

The main focus of the research is the decentralization to the country offices as envisaged in

the Compact and the resultant changes to support this strategy. Decentralization is the
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process of assigning the decision making authority to lower levels of an organization’s
hierarchy. The optimal degree of decentralization is where the decision right is assigned to
that level in the hierarchy so that the organization’s performance is maximised for the
given environment (Chang 2004). From an economic point of view, arguments in favour of

decentralization are mainly concerning the issue of allocative efficiency (Robino 2009).

Definitions of decentralization are numerous and with the current popularity of the term, it
has become ‘slippery’ and therefore, can mean all things to all people (Katsiaouni 2003;
Oluwu 2001). Borrowing from semiotics, the use of the concept of a ‘floating signifier’ for
such an overloaded term seems appropriate (Robino 2009). A floating signifier means
different things to different people; they may stand for many signifiers as they may mean

whatever their interpreters want them to mean.

According to a discussion note ‘Toward a Global Bank’, decentralization has been a
central feature of organizational reforms undertaken since 1997. It has been driven by the
need to improve the institutions effectiveness, response to demand for increased country
ownership and for donor harmonization and alignment (World Bank 2008:1). The note

went on to reiterate the Bank’s decentralization objections of:

Increased client responsiveness,

Improved country ownership and stronger partnerships,
Integration of global and local knowledge, and

Cost effective Bank support.

el A

It is against these critical success factors that any future decentralization policies would be
judged. There were, however, concerns about the current model because the financial
costs of decentralization increased by 41% between 2003 to 2008; the current ‘hub and
spoke’ model with Washington as the sole base no longer fitted with global best practices
and it also impended decision making delegation. Furthermore, global knowledge was
also still not being leveraged across the Bank. According to the ‘Toward a Global Bank’
discussion note, there was a need to ensure that the structures, systems and culture changes

were conducive to implementation (World Bank 2008:1).
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5.2 STRATEGIC CHANGES

The Bank found itself facing the enormous challenges of globalization, environmental and
civil strife, and requirements for a much more differentiated and tailored response to the
poorest nations, transition economies and post-conflict states. However, the Bank
considered itself to have some valuable assets and comparative advantages with which to

respond to these challenges including:

1. A wealth of cross-country development experience and new opportunities for
partnerships;

2. A core of talented, dedicated staff and ‘energetic’, committed leadership; and

3. The change initiatives which had been ongoing which offered a real opportunity
to carry the renewal effort forward and yield fruitful benefits.

The Bank, therefore, chose, instead of incremental change, punctuated by disruptive
reorganizations which had been tested and found wanting, a fundamental change geared to
greater development effectiveness. Under the Compact, four priority areas of focus of re-
energising the current business activity, refocusing the development agenda, retooling the
knowledge base and revamping institutional capabilities were chosen, at a net cost over the
FY97 budget of USD250 million over the fiscal years 1998 and 1999 (World Bank 2001:
6). Due to budget cuts, key aspects of the Bank’s country programmes were in distress,
specifically, new lending development and economic and sector work. In some countries,
the Country Assistance Strategy commitments could not be met in terms of programme
deliverables and quality of service (World Bank 2001: 6). The Bank’s future effectiveness
required increased attention to issues of social and environmental sustainability, and the
changing roles of the private and public sectors. The Bank, therefore, put into place,
measures to build partnerships; develop better products and services; and strengthen staff
capacities in these critical areas. The institution repositioned itself to focus on the social
dimensions of sustainable development, rural development, capacity building in Africa,
financial sector development, and anti-corruption measures. Catalyzing private capital,
especially for infrastructure investment was also increased (World Bank 2001: 6). Access

to lessons learned and best practice was considered key to development effectiveness thus,
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world-class knowledge management systems was proposed to collect, synthesize and
disseminate knowledge and make it more readily available to staff, clients and partners.
Better access to information was a prerequisite for a more decentralized Bank (World Bank
2001: 6).

A plan was put in place to measure the Bank’s renewal programme and to justify the
programme by the development impact of the changes. The projected benefits to the
institution’s clients included, the development impact, service delivery, professional
excellence, resource allocation and efficiency and stronger partnerships. The Bank worked
towards developing a practical method to capture and measure the impact of sustainable
development in the country programmes, to replace the narrow measures of project impact
being used at the time" The Bank used to provide support through projects but since it
moved to budget support, project impact became an inappropriate measure of development
impact thus; the measure of sustainable development is the more appropriate one and not
the sustainability of economic development which can be assessed through project
sustainability. However, the evaluation departments’ ratings indicated that about a third of
all projects did not achieve their objectives fully thus, the urgent need to address
effectiveness. It was anticipated that as a result of the renewal programme, the Bank would
be in a better position to respond to client needs for both lending and non lending services.
The range, quality and timeliness of the services were expected to improve significantly,
with project design, policy advice and conditionality, which are specified conditions under
which the Bank will provide assistance, better tailored to country conditions (World Bank
1997:29).

The Bank also increased the skills levels of its staff and management, the capacity to adjust
to changing client demand for skills, smoothly and cost effectively; and ‘it will be run
more like a modern business, rather than a bureaucracy’ (Wolfensohn 1997: 31). It also
proposed to improve resource allocation and efficiency through changes in business
processes (World Bank 1997: IV) and budget practices (World Bank 1997: V), and the
cost effectiveness review (World Bank 1997: 17). Resources were redeployed from central

units and overhead to front-line services (World Bank 1997: 17). Stronger partnerships
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with client governments, other international agencies, the private sector and civil society
were instituted (World Bank 1997: 31). The Bank repositioned itself to get much closer to
its clients through participatory Country Assistance Strategies (CASS). It is a response to a
country’s poverty eradication plan which is prepared in consultation with the client
country), project preparation and Economic Sector Work (ESW)"" well as relocation of
staff, functions and authority to the country offices (31). The Bank also proposed to work
more effectively with other development partners with a focus on its comparative
advantage, and thus leveraging its own impact and that of the entire development

community (World Bank 1997: 31).

As part of the Compact, a new system of performance indicators was proposed. At a broad
level, development objectives were to be tracked using the new World Development
Indicators (WDI). More tangibly, the Bank proposed high level goals for its own
performance in terms of client responsiveness and the main drivers of project outcomes
which were quality at entry and portfolio management. There was also a proposal on how
to improve the system for measuring the overall effectiveness of the institution.

In addition to improving portfolio management practices, exercising selectivity in lending
was also on the agenda. This was to be done for all countries through the CAS process,
supported by appropriate budget allocations. Policy performance was also anticipated to
continue being reflected in the assessment of creditworthiness and risk for IBRD countries
and criteria for IDA* ending allocations. Since quality could not be fully captured by
indicators, performance was also to be monitored through regular client and staff surveys,
in-depth Operations Evaluation Department (OED) and Quality Assurance Group (QAG),

and independent external evaluations.
The relevant global trends which the Bank had to take into consideration included the:

1. End of the cold war;
2. Rise of East Asia’s newly industrializing countries;

3. Global integration;
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4. Increasingly differentiated clients with different patterns of poverty. Bank
products were basically, a ‘one size fits all’ scenario (World Bank 1997: 1).

At the time the Compact was presented to the Board, plans for relocation to the country
offices and decentralization was still in the preliminary stages and was expected to be
defined by the time the FY98 budget was to be discussed. The strengthening of the

country offices was planned to take place through two types of relocation programmes:

1. Expanding the role of the field offices while retaining overall country
management responsibility at the headquarters;

2. Relocating country directors fully, empowered with country resources
management authority to the field.

The assessment of the Compact was done in 2001, four years after it was launched. The
assessment report ‘the Assessment’ confirmed that the fundamental premise and direction
of change as stated in the Compact was sound and relevant in the current day. It was
established that major progress had been made in implementing the change programmes of
the Compact and in responding to new developments in the international environment.
However, the report also acknowledged that progress on some of the important elements of

the Compact and the Cost Effectiveness Review (CER) had not satisfactory.

The reviews indicated that given the complexity and interdependence of the institution’s
business objectives, decentralization and matrix management, the basic approach was
directionally correct and positive contributions were being made. It was acknowledged
that refinements needed to be made thus, management planned to continue the case by case
approach to decentralization based on the guiding principles of consistency with Bank’s
strategic vision partnerships based on clear synergies, a client and business-driven
approach and attention to cost effectiveness (World Bank 2001: 53). The evolving matrix
management system was based on good practice models that were implemented for
country teams, sector boards and regional sector units, emphasized sound management
practices and decision making; and implementation of supportive budget and HR practices
(World Bank 1997: 31). The matrix was envisaged to enhance the reporting system by
compressing the decision making levels thus, reducing the time it took to respond to the
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clients. This in turn, ultimately, was expected to contribute to progress in the poverty
eradication endeavour by enabling the clients to be able to act on development issues faster
than when the Bank had tall hierarchical and extremely bureaucratic structures. However,
an ongoing debate in the World Bank suggests that the matrix is not working as anticipated

due to too many layers and unclear spans of control (World Bank 2010).

The Assessment noted that decentralization needed further strengthening with the CAS
process being used more explicitly to enhance the Bank’s understanding of the local
environment through decentralization and its unique capacity to deliver global knowledge
and expertise. The decentralization process for staffing and skills mix decision needed to
be augmented by a more active involvement of the different regions and networks,
categorised under the matrix. The optimal location of staff was envisaged to support the
intended devolution of authority, ensuring an appropriate balance between global and local
perspectives (World Bank 2001: 29- 31 & 53). This was a critical issue because in order to
have any real impact on poverty eradication, the Bank needed to understand the local
conditions and to also apply its global expertise, appropriately.

In the fourth and final priority programme of the Compact, the actions included shifting
accountabilities and resources to the field; strengthening matrix management; integrating
information systems; realigning human resources to new priorities; improving resource and
performance management. These were expected to result into a highly aligned and
performance-based organization; modernized and efficient information and financial
management practices; and a collaborative culture (World Bank 1997:53). These
efficiency gains would then be transferred to the client governments thus, having a positive

impact on poverty eradication.

The design of matrix management and decentralization was left at a general level. Each
region and network was allowed to design its organization relatively autonomously and in
the spirit of deliberate experimentation. However, the institutional process for evaluating
progress and collecting best practices was not clearly set at the design stage and was put in
place only during the course of implementation (World Bank 2001:6).
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During the Compact, the Bank transformed many of its organizational architecture, with
some encouraging results but some unintended consequences and disconnects. The
organizational structure significantly changed towards strong country directors and more
client-focused and country-based organization supported by global sectoral and thematic
networks. However, steps taken towards delayering and empowering of frontline staff
were not as successful and in some cases, had to be reversed. The Bank identified the
culture attributes that it considered critical to its development agenda: client focus,
pragmatism, innovation, listening, teamwork and trust. Progress was uneven across these
attributes and not sufficiently ingrained to withstand high stress due to the fact that

implementation challenges had been severely underestimated (World Bank 2001:29).

The pace of decentralization of staff, functions and authority increased under the Compact,
thus enhancing the capacities of the country office. Functions now being carried out in the
country offices included project supervision™, procurement, financial management and
disbursement which improved the Bank’s responsiveness to the clients’ needs and also the
quality of its work. Furthermore, working in partnerships with clients’ right from the
beginning of projects to their fruition reduced the transaction costs of project
implementation thus, harnessing efficiency gains which could be used for poverty
eradication endeavours. The required authority to carry out these tasks was significantly
delegated during the three years of implementation. In parallel, the enabling environment
for decentralization, including HR policies and communication was also improved (World
Bank 2001: 29-30). It was noted that although by 2008, three quarters of the Country
Directors were based in the ‘field’ as compared to the five percent in 1997, there had been,
proportionately less decentralization of responsibility for task management (World Bank
2008: 1).

Partners, clients and staff responded positively to decentralization. Independent surveys of

other development agencies established that decentralization had improved the Bank’s

responsiveness and quality of work. Within the overall improvement country performance

measures for the Bank, it also appeared there had been slightly better results in more

decentralized locations, although it was not possible to attribute the improvement solely to
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decentralization (World Bank 2001: 30). The Bank’s own evaluation units showed
evidence of better quality and relevance from decentralization. Stronger country offices
had enabled more rapid response, adaptability and client responsiveness, especially in
responding to disasters. The growth of ‘field’ staff presence resulted into better
performance according to a survey by the Organizations for Economic Cooperation and
Development (OECD) and the Accra High Level forum (World Bank 2008)™. This study
suggests that due to the sensitivity of issues pertaining to the current staffing model, the
Bank should re-examine it otherwise there is a real risk that the achievement of goals of
decentralization may stall if the implementers’ needs are not adequately addressed. This

may ultimately impact on the Bank’s mission to eradicate poverty.

The transformation of the institution began with considerable energy and enthusiasm but
became difficult to sustain momentum. Over time, the Bank-wide transformation
programme was adversely affected by the many and often new competing demands and
priorities and it was not always possible to build on specific gains to give encouragement
to the organization and boost change. Based on feedback from focus groups in
Washington and interviews carried out by the Bank’s internal review committee with key
change players, it appeared that the Bank culture had shifted towards the intended
direction, but was not sufficiently ingrained as to withstand high stress (World Bank 2001:
43). Furthermore, the staffing model came under stress with the distinction between
Internationally Recruited Staff (IRS) and Locally Recruited Staff (LRS) becoming blurred

as decentralization advanced (World Bank 2008).

A timeline was constructed of significant events affecting the change process. The
timeline was then validated and upgraded by those participating in interviews and focus
groups. Numeric data were collected from surveys and organizational data to supplement
and validate other data, the main data source being the 1997 and 1999 Staff Attitude
Surveys (World Bank 1997 & 1999). Interviews of key change actors, by the Banks
internal reviewers, were undertaken and focus groups were used to gather additional data
and diverse perspectives and to validate, compare and confront different assessments.
However, the participation of the country office staff was not included in the
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transformation efforts and no doubt, the effects of none ownership in implementation
would be felt (World Bank 2001:43).

In examining the relationship between decentralization and poverty reduction, this research
argues that though the relationship is neither straightforward nor causal, some degree of
positive relationship can be and has been established and therefore, decentralization can to
some extent be considered as a precondition for poverty eradication. It is, therefore,
crucial that the Bank’s strategy to decentralize was adopted. A review of secondary data
reveals that there were problems in the implementation stage but, fundamentally, the
overall strategy was the right one. One may question the institutional framework for, say,
devolving power and responsibility to the country offices or the issues of capacity but
overall, the strategy of decentralization, if achieved, would have some positive contribution

to poverty eradication.

However, given how diverse the issues of poverty are, it is important to put the Bank’s
contribution in the context of other preconditions and macro-variables which also need to
be assessed, in tandem, to ensure that the decentralization initiatives have a fair chance of
succeeding. In any assessment, it is important to analyze the political economy and other

variables that could favour or hinder the achievement of decentralization objectives.

The change in the organizational strategy of decentralization led to changes in its systems
and structures designed to support the strategic changes and the new initiatives by 2008,
included establishment of technical hubs to provide a critical mass of specialised skills for
the Region (World Bank 2008: 3).

53 CHANGES IN STRUCTURES

The pace of decentralization of staff, functions and authority accelerated under the
Compact with the support of $47 million of Compact resources. The number of regional
staff in the country offices increased by 33% to 2,251 between FY98 and mid FYO01, while

those in Washington decreased by 5% to 2,635. The number of international staff in
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country offices in the regions had increased by 9% to 276 and the number of local staff by
39% to 1,975, of whom 40% were professional staff, enhancing the capacity of these
offices (World Bank 2001: 29). This has enabled the country offices to be more responsive
to client needs thus, fulfilling the objective of client responsiveness.

This is consistent with Chang’s (2006) optimal degree of decentralization where the
decision making where assigned to the country office based staff thus, maximizing

organizational performance in the country offices.

Functions carried out in country offices expanded over the past three years in areas such as
project supervision, procurement, financial management, and disbursement. Although the
majority of such continued to be managed by international staff, an increasingly larger

share was being managed by experienced national staff (World Bank 2001: 29).

Authority significantly delegated by 2001, changing the dynamics between Washington
and country offices. Following the changes, twenty nine country directors were now
located outside Washington, up from only three in FY97. This led to, relatively, quicker
decision making processes in an organization which is still highly bureaucratic according
to the Client Surveys 1999 and 2003 (appendix Il & 1V) and the Citizen Report Card
(2004). Citizen Report Cards (CRCs) are participatory surveys that solicit user feedback
on the performance of public services. But they go beyond being just a data collection
exercise to being an instrument to exact public accountability through the extensive media

coverage and civil society advocacy that accompanies the process.

The faster response time and more use of partnerships with other development partners has
had a positive contribution to reduction of poverty rates. By having Country Directors on
the ground who were more familiar with the local issues, This thesis concurs with the
Client Surveys and Citizen Report Cards that this has enhanced the development process
and also improved the atmosphere of trust as clients and partners deal with people they
perceive as having a better perspective of local issues. Furthermore, frequent interactions
with country office staff have led to camaraderie amongst development practitioners.
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About 70% of the new lending in FY00 was accounted for by field based country directors,

who covered over 75% of the Bank’s client population and 80% of the Bank’s loan

portfolio (World Bank 2001: 30).

Table 5.3: World Bank Decentralization Indicators, FY 02 — 07

Indicators FYO02 FYO03 FYO04 FYO05 FYO06 FYOQ7

Deconcentration of staff

GE inthe CO 41% 42.9% 44% 45.5% 46.2% 46.9%
IRS working in CO 17.2% 19.1% 19.6% 21.3% 22.3% 23.1%
LRS/IRS ratio in CO 3.01 2.84 2.89 2.73 2.68 2.66
Devolution of work

LEN sws in CO 37.7% 39.1% 42.7% 41.7% 43.5% 45.4%
SPN sws in CO 51.3% 52.7% 52.8% 53.1% 53.5% 54.0%
ESW sws in CO 27.6% 31.8% 33.4% 35.1% 35.3% 35.5%
LEN+SPN+ESW sws in 42.5% 44.4% 45.2% 45.5% 46.5% 47.5%
Co

Delegation of authority

LEN tasks in CO 19.1% 24.4% 30.7% 27.8% 30.3% 35.2%
SPN tasks in CO 29.7% 31.4% 31.6% 31.9% 36.9% 37.6%
ESW tasks in CO 20.3% 21.9% 23.7% 25.7% 29.3% 31.2%
LEN+SPN+ESW tasks 26.8% 28.5% 29.7% 30.2% 34.7% 36.1%

managed in CO

LEN — Lending, SPN — Supervision, ESW — Economic and Sector work, IRS — Internationally recruited staff,
LRS — Locally recruited staff, CO — Country Office.
Source: Controllers’ Strategy & Resource Management, based on system generated data (2008).

The physical shift of staff was accompanied by a progressive delegation of authority and
responsibility, along with changes in HR policies and improvements in communication
technologies. Thus, progress was made not merely in deconcentration of staff from the
centre, but decentralization through location of work and delegation of authority and
decision making (Table 5.3). However, significantly more progress has been made in
decentralizing staff and work more than authority, as demonstrated by the lower proportion
of tasks managed in country offices, compared to either the proportion of staff based in
country offices or of staff weeks spent by country office-based staff on operational tasks
(World Bank 2008:2).
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In parallel, the enabling environment for decentralization, including human resource
policies and communications also improved. Satellite links were established in 84 of the
95 country offices by end of FY00 compared to 30 out of 80 offices in FY97. All the
offices were fully integrated into a world-wide budget management and knowledge
management system with real time connectivity. The Bank has adopted a ‘one staff’
philosophy to treat staff equally regardless of location. The goal was to position staff
doing comparable jobs at comparable points in the labour market in which they were
recruited and work and to provide all staff with a comparable set of social benefits.
However, the ‘one-staff’ philosophy was still not clear to all staff with some national staff,
in particular, understanding it to mean ‘equal’ as opposed to ‘comparable’ salary and
benefits. In addition, concerns still remained on re-entry of international staff back to
headquarters (World Bank 2001: 30).

Decentralization in the Africa Region vice presidency occurred as detailed in Table (5.4)

below.

Table 5.4: Decentralization Reports for Africa Vice Presidency FY 05— 09

Indicators FYO05 FYO06 FYO07 FY08 FY09 FY09
Vs
FYO05

Deconcentration of staff (*)

LRS/IRS staffing ratio in CO

Devolution of work

LEN+SPN+ESW sws in CO 24.38 29.57% 24.38% 32.47 37.70 7.26%

% % %

Delegation of authority

LEN+SPN+ESW tasks 11.6% 25.89 16.40% 17.92 13.82 2.23%

managed in CO % %

LEN — Lending, SPN — Supervision, ESW — Economic and Sector work, IRS — Internationally recruited staff,
LRS — Locally recruited staff, CO — Country Office.

*Deconcentration of staff figures not available

Source: Controllers’ Strategy & Resource Management, based on system generated data, 2009
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The physical shift of staff was accompanied by a progressive delegation of authority and
responsibility. The Bank did not just deconcentrate staff from its HQ base but also
decentralized through changes in location of work and delegation of authority and decision
making. However, the Africa Region as well as Bank wide, significantly more progress
was made in deconcentrating staff and work than was done with the authority required to
carry out the work from the country office bases. This is clear from the lower proportion
of the tasks managed in the country offices compared to either the proportion of staff based
in COs or of staff weeks spent by country office-based staff on operational tasks (World
Bank 2009).

The response to decentralization from partners, clients and staff was positive (appendices
I, IV & V). Surveys of other development agencies, clients and staff found that they
consider decentralization to have improved the Bank’s responsiveness and quality of work.
Decentralization also led to hard-to-measure but real enhancements in the in-country
capacity building, partnerships and country dialogue. In all these areas, the Bank benefited
from having a daily substantive presence rather relying on a series of visiting missions and
from having more national staff of high quality and with better training and mentoring.
Within the overall improvement in country performance measures for the Bank, it also
appeared that there had been slightly better results in more decentralized locations,
although it is not possible to attribute the improvements solely to decentralization (World
Bank 2001: 30). Experience, independent evaluation (see, World Bank 2001), and
operational research suggest that the impact of development assistance can be increased if
development agencies support efforts to strengthen the institutions and systems that
countries already have in place and work more directly with them since external
development assistance accounts for only about one percent of annual development
spending by developing countries. Using country systems also enhances country
ownership and thus the sustainability of development programmes. In addition, using
country systems can lower transaction costs and increase aid effectiveness by providing a

natural focal point for donor efforts to harmonize their processes.
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The strategy and goals of decentralization to achieve poverty eradication were followed by
the attendant and appropriate changes in structures, systems, policies and procedures and

cultures. Both the ‘hard’ and ‘soft’ changes are needed in change management.

5.3.1. Structure

According to Senior (2002: 70), ‘the allocation of responsibilities, the grouping of
workers’ activities and the co-ordination and control of these, are all basic elements of
what is called an organization’s structure which is in essence the social structuring of

people and processes.’

Talking about the strategy-structure “fit’, Johnson and Scholes (1999) said:

Strategy is the direction and scope of an organization over the long term: which
achieves advantage for the organization through its configuration of resources
within a changing environment, to meet the needs of markets and to fulfil
stakeholder expectations (Johnson and Scholes 1999: 10).
As part of the Compact, the Bank undertook a thorough review of its HR policies and in
March 1998 agreed on a new framework for managing its staff. This framework
recognized that the Bank needed: an integrated global staff; a compensation system which
linked pay and performance, coupled with strengthened performance management and a

better professional development for all staff (World Bank 2001: 34).

In keeping with its decentralization strategy, the Bank changed its structures to support this

initiative aimed at getting increasing returns in poverty alleviation. These included:

1. Change from hierarchical structures to the flatter matrix structure;
2. Skills renewal and strategic staff planning and,;
3. A new compensation system.

The Compact and associated structural reforms had a profound impact on the Bank’s

staffing in operations. Internal factors which shaped this transition and the way the Bank

managed its skills mix included, inter alia, the introduction of the matrix system and
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commitment to decentralization (World Bank 2004: 10). These HR initiatives were meant
to parallel the Bank’s strategic agenda to ensure that staffing strategies met the emerging,

evolving business needs.

The Bank’s strategy to decentralize its operations to the country offices was followed by a
change in its organizational structure from a tall hierarchy to ‘matrix management’. The

aim of this was to position the organization to:

1. Respond more quickly and flexibly to the changing environments;

2. Balance potentially conflicting objectives regarding, global strategies and product
lines vs. locally customised programmes and services, effective delivery of
services to clients and efficient allocation of specialist skills, global knowledge
and local knowledge; and,

3. Deal better with complex and interdependent activities.

According to Chang (2006), most modern firms are both multi-unit and multi-level
organizations. These organizations tend to have a hierarchical structure but inevitably,
there is a central problem facing the hierarchical organization of where to allocate the
decision making authority. In the World Bank’s case, should the decisions have continued
to be made in Washington or should they have been decentralized and made by Country

Directors/Managers and the staff based in the country offices?

Chang (2006) frames the question of centralization versus decentralization by first
identifying the features that are central in all human decision making:

=

What is the decision-maker’s objective?

What are courses of action available to the decision-maker?

3. What are the constraints on the available courses as perceived by the decision—
maker?

N

The World Bank’s basic premise in the Compact was to renew its effectiveness in
‘fighting” poverty. However, with the authority centralized in Washington and the

prerequisite knowledge dispersed among multiple individual and country specific details,
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largely, available to country office staff, it became necessary to transfer the decision

making authority to the knowledge base.

However, the ‘agency problem’ may arise given that an agent at a lower level of a large
organization tends to have an objective which is not, necessarily, the same as the CEOs
(Chang 2006). However, the top management can decide the ‘allocation of decision’ rights
and maintain some level of control over the entire organization. Thus, optimal location of
decision authority in an organization is then identified as the one that minimizes the total

organizational costs consisting of the information cost and the agency cost (Chang 2006).

In this respect, the World Bank has still centralized some of its functions, for example, the
Vice Presidencies still sit in Washington (although there is a proposal to eventually change

this) and, budgets are still allocated centrally.

This research argues that a more responsive organization that is able to exercise flexibility
in a rapidly changing environment in which the ‘development game’ is being played,
yields more positive results. Furthermore, the Bank has been on record for being a highly
bureaucratic dinosaur, charging out an assembly line of its products, delivered by its
business-class flying staff who are deficient in their knowledge of how to actually deliver
results on the ground (Hooke 2007). So, by customising its products and having them
delivered by knowledgeable decentralized staff, confidence in the Bank has been on the
increase. Additionally, in spite of the problems with the matrix structure, it is a better
structure for delivering on the mission of poverty eradication. This research recommends
that the Bank analyzes the issues staff have raised concerning the matrix and have them

addressed in a manner that will enhance the achievement of the development process.

The Bank in explaining the shift to the matrix environment to its staff, the critical success

factors highlighted were:

1. Getting the right people;
2. Simple, workable processes;
3. Facilitating knowledge seeking/sharing;
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4. Investing in communication, collaboration, conflict resolution, coaching,
leadership and;
5. Senior management modelling, valuing and rewarding the right behaviours
(World Bank 2001: 31-32).
The Strategic Compact underscored the importance of replenishing the skill sets of Bank
staff. This objective was considerably advanced with the completion of a Bank-wide
strategic staff development planning exercise in which each unit was asked to take stock of
its existing and future skill needs, staffing levels and anticipate resulting staff movement.
The immediate impetus for the exercise was a general concern about the apparent lack of
staffing flexibility and capacity of units to respond in a timely way to changing skill needs
as well as a desire to predict with some precision the levels of redundancies to be funded
under the Compact (World Bank 2001: 38).

The internal market served a purpose to help the managers obtain objective feedback on
the demand for individual skills. It played a role in the skills shift that the Bank achieved in
the previous years. However, this created some dysfunctional outcomes: for instance,
promoting competition rather than team work and instilling a sense of uncertainty, even for
good performers. Managers had to develop new systems to assess the demand for skills.
Exchange of skills and work across boundaries continued but, without the stigma attached
under the internal market to having a less-than-full workload at the start of the year.
Among the operational sectors, the largest increases were in financial management and
procurement, with 122 and 156 staff, respectively in June 2003. These increases were a
direct result of the Compact which provided dedicated funding to rebuild these skills set in
the Bank (World Bank 2004: 1V).

The staff development component of the Human Resources Reform included the creation
of an integrated leadership development programme, strengthening professional/technical
training, and upgrading the training for Administrative & Client Support (ACS) staff and
national staff in country offices. Since Board approval of HR Reform, several objectives
were added to this agenda to support the implementation of the new development
framework and build the infrastructure, culture and systems for learning and knowledge

management (World Bank 2001:38).
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Over the years and in response to the challenge of designing and implementing coherent,
medium term strategies in a decentralized decision making environment constrained by
short term budgetary considerations, management paid more attention to the concept of
strategic staffing (World Bank 2004:V). The basic model which drove decentralization
centred on taking advantage of complementing skills between the IRS and the LRS. This
model, however, became subject to stress regarding its relevance in decentralization and

how to achieve the right staff mix.

After extensive consultations with managers and staff across the Bank Group, in December
1998 the Board unanimously approved a new compensation system which replaced the
Revised Compensation System (RCS) whose main premise was a single salary structure
for both higher level and support level staff; and that structure was increased in order to
make the Bank more competitive internationally. An annual salary survey was to be done

to ensure that the salary structure remained competitive (World Bank 2001).

The New Compensation System (NCS) was envisaged to better align the Bank’s salary
structure to the market, strengthen the links between pay and performance and yield
significant budgetary savings in future years following the conclusion that the Revised
Compensation System (RCS) was inappropriate in a decentralized Bank. The NCS was
based on the 75th percentile of the labour market, including the incorporation of the cash
value of in-kind benefits, bonuses and allowances as well as base salaries. It was annually
updated based upon market movement and merit/performance, and intended to offer
protection with no loss of pay. In addition, the NCS was designed to provide for greater
emphasis on rewarding individual/team performance and competitive pay for skills that
were in short supply in the local labour market through recruitment bonuses and pay
premiums. Compensation Officers in the Compensation Management Unit were assigned
to provide ongoing technical support and advice to country office managers and HR team
colleagues in the design and implementation of salary programmes in the wake of the
decentralization efforts (World Bank 1999).
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In order for the Bank to deliver its decentralization strategy, it was fundamental that the
HR issues be dealt with in a manner that enhanced the development process. Aside from
staffing issues, the Bank also implemented some changes through the systems renewal

process.

5.4 TECHNOLOGY AND SYSTEMS RENEWAL

According to Pellisier (2001) in her discussion of ‘Toffler’s Collision of Economic

Waves’:

‘Change’ is too mild and misleading a term to account for the market chaos that
businesses faces today... the current explosion of telecommunications, material
sciences... the proliferation and integration of workstations, laptops, fax
machines... and personal digital assistants have served to democratise
information, spread power and dismantle traditional organizational forms based
on hierarchy and functionalism.
Theoretically, structures and technologies should support the strategy but the reality is that
sometimes, it drives the strategy and determines the way people work. The chaos
paradigm has revolutionised the way the universe works and defined the external forces
that organizations have had to respond to. Chaos in a business sense does not infer the
collapse of an organization and its structure but to the eminently orderly disorder in the

environment within which the organization functions.

54.1 Changes in the Bank’s Technology and Systems

Through the Strategic Compact and the Cost Effectiveness Review in 1999, the leadership
of the Bank called for the comprehensive renewal of the information systems, detailed in
Annex 5 of the Assessment of the Strategic Compact (2001) to play a vital role in realizing
the vision of a stronger, more effective World Bank: able to deliver higher quality services
to the clients, more rapidly, at lower cost, and able to easily share development knowledge

and expertise with partners and clients through a global network (World Bank 2001:13).
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When the Bank decided to create a ‘one-stop-centre’, replacing over 65 systems, with SAP,
for the renewal of its information systems in response to the Compact, the change agents
called for ‘Renewing the Way We Work’. The Bank introduced integrated systems and
data management meant to address the business needs of administrative and financial
systems and operations businesses processes. A newly introduced ‘Operations Portal’
provided task teams with an integrated web-based workspace to simplify day-to-day
project management. At its rollout, only lending products were available on the
Operations Portal and step-by-step process support provided by the Roadmap was
available but additional product lines were to be added gradually (World Bank 2001: 32).

The Bank also offered prepaid e-learning courses such as Bank Operations and Harvard
Business Online, available to all staff at all levels. This use of technology was
instrumental in leveraging and enhancing the Bank as a ‘Knowledge Bank.” The World
Bank committed itself to becoming a ‘global knowledge bank’, using knowledge to
improve the development effectiveness of its work. Two of the analytical and advisory
ways the Bank provides knowledge to its client countries are economic and sector work
(ESW) and non lending technical assistance (TA). ESW and TA are an essential part of the
Bank's engagement with its clients—it spent $910 million (26% of its spending on country

services, Figure (5.1) on these products during fiscal 2000-06.
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Figure 5.1 Economic Sector Work and Technical Assistance Delivered to Clients
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Source: World Bank 2006 internal administrative database.

The Integrated Records and Information Service (IRIS) electronic filing system was
introduced to move the organization to paperless filing and it was also envisaged to
enhance the accessibility of documents by all relevant groups which would reduce the
problems that had continuously been experienced with the manual filing and retrieval
system. Furthermore, the speedy development of the SAP/World Bank software package
was a major achievement resulting in the Bank having an enterprise-wide system that is
available real time and in a transparent manner, globally. However, its operationalisation
proved difficult at the beginning resulting in a longer and deeper ‘performance dip’ than
was anticipated (World Bank 2001: 32-33). Lower performances are usually encountered
in the early stages of restructuring of organizations. The crucial issue is to make the

inevitable ‘dip’ as short and shallow as possible (Harper quoted in World Bank 2001).

The new Operations Procurement System was implemented in FYO0O to help task teams
facilitate procurement planning and monitoring. Its introduction was accompanied by
training and the establishment of a task force on disbursement and procurement issues to

identify and mitigate causes of disbursement delays. During FY01, the new system was
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modified and simplified in response to feedback from the Regions, and training continued
throughout the year. Further development and simplification of the system, such as e-
documents submission was in progress, and integration of implementation completion
reports and a database of complaints from bidders were planned for FY02 (World Bank
2001:27).

The changes in technology were crucial because now all staff in decentralized locations
had access to the same information which had previously been centralized. In 2008, the
Bank also created ‘Client Connection’ a secure website that offers government officials
and project implementing agencies quicker access to information about their portfolio and
the Bank's country analytic work (World Bank 2009). This enhanced the decision making
capability thus, providing real time response to the clients on the ground. According to my
findings, the comprehensive renewal of the information systems strengthened and made
the Bank more effective in the delivery of its products and services by providing the clients
with relevant and timely development knowledge and expertise required to enhance the
fight against poverty through the global networks. The research findings also confirm
studies by Edwards (2002); Olugbode, Richards-and Biss (2006) et al. proposing that
information systems, when properly aligned with the strategy, contributes to an

organization’s achievement of its objectives.

55 CHANGES IN POLICIES AND PROCEDURES

According to the assessment of the Compact in 2001, it had reached many of the
operational goals that it had set itself. It had met or was close to meeting the quality
performance targets set under the Compact. Client responsiveness was improved by
reducing the time taken from project conceptualization to Board approval and
implementation. During the Compact period, the way the Bank carried out its business had
changed with more emphasis on openness and participation, social and environment
assessments, procurement and financial management. Resources were moved from the

support functions to operations. However, it was not clear that some of the operational
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efficiencies underpinning the Compact had been achieved, raising questions about the

sustainability of the changes made under the Compact.

It was concluded that the quality of the Bank operations had also improved.

The

performance targets focused on the quality of the Bank’s project preparation work as

measured by projects considered satisfactory or better by the Quality Assurance Group,

QAG in their review of projects (Table 5.5) approved by the Board (‘Quality at Entry’

index), realism in assessing the Bank’s portfolio (‘Realism’ index) and the Bank’s effort in

addressing problem projects (‘Proactivity’ index) (World Bank 2001:7).

Table 5.5: Compact Performance Targets
Indicator Baseline |FY97 FY98 |FY99 |FY00 |Compact
Target
FYO01
Quality at Entry a/ 70% 78% 82% 86% 89% 100%
Realism index b/ 64% 66% 68% 74% 78% 75%
Proactivity index ¢/ | 61% 70% 73% 83% 84% 90%
Percentage of | 66% 74% 73% 72% 77% Informal (75%)
Drojects
rated

Satisfactory for
development
outcomes by OED

a/ % of projects approved during the year with satisfactory or better quality at entry.
b/ % of actual problem projects to the total of actual and potential problem projects.
c/ % of projects rated as problem projects 12 months earlier which have been upgraded, restructured, closed,
suspended or partially cancelled.

Source: Strategic Compact Assessment 2001

The Bank also improved client responsiveness by reducing the time it took to develop and

deliver projects to the countries.

The time taken to go from project concept to Board

approval declined from just under 24 months in FY96 to just over 15 months in FY0O.

The Bank carried out client surveys to obtain feedback on performance in FY99 and FY0O0
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in 21 countries. However, given no such surveys in the period before the Compact, it was
not possible to compare client evaluation of the Bank’s performance over time and assess
clients’ reactions to changes brought about by the Compact, at the time of review.
However, according to the survey covering 21 countries, the clients rated the Bank very
effective in the social sectors, a relatively new emphasis within the Bank. However, the
Bank was perceived not to be doing so well in its main mission of poverty alleviation
(World Bank 2001: 11).

The Cost Effectiveness Review (CER) committed the Bank to a significant improvement
in the efficiency both of operations and of the ‘back-line’ units and services. In the case of
operations, the following areas were highlighted and targets for FY0O savings were
established (in 1997 dollars):

1. Reduced lending (preparation) costs: $8 million;

2. Better pipeline management: $14 million;

3. More efficient supervision: $11 million;

4. More efficient Economic and Sector Work, ESW: $8 million.

In the case of lending, the average costs of lending preparation between FY96 and FY99

went down (13).

Substantial progress was made in refocusing and broadening the development agenda,
through sectoral and thematic initiatives such as post conflict lending and social
safeguards, partnerships with other development players, and new products and services
like Innovation and Development Marketplace. The overall level of Bank services in
targeted sectors and thematic areas increased. New products were purposefully developed
and in some cases, mainstreamed. The processes and the requisite infrastructure to foster
ongoing innovations were developed and partnerships strengthened at both country and
global levels. However, the resource implications of much of this work were not
adequately assessed, resulting in serious levels of stress and strain on the organization
(World Bank 2001: 20-21).
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In examining changes in policies and procedures, this research paper has limited itself to
the changes in the Bank’s lending instruments and procedures relating to project

implementation and procedures for procurement, contracting and disbursement.

551 New Lending Instruments

The Compact provided for the Bank to respond to broader and changing development
agenda by, among other things, developing new products and front-line innovations
emerging from strategic priorities and initiatives. The Learning and Innovation Loan (LIL)
supported small, time sensitive programmes to build capacity, pilot promising
development initiatives, or to experiment and develop locally based models prior to large
scale interventions (World Bank 1997: 1). The Bank also developed new lending
instruments, which enabled governments to transfer funds directly to local communities.
Prior to decentralization, the Bank only channelled funds through the central government
by means of special accounts. However, this was been amended to permit for certain types
of procurements at community level and the Bank can now enable direct funding of some

components to local governments (Okwero 2000).

As noted earlier in this chapter, in order to stay relevant to poverty reducing initiatives in
specific countries, the Bank needed to customise its products and services. Participation of
communities in the development process is crucial and, indeed, there has been a shift to
participatory approaches thus, involving the stakeholders in the decision making process.
However, a committed approach to meaningful participatory local government should
entail training and motivation of a new breed of local government officials (Pieterse 2002)
because other studies indicate that there are diverse understanding of citizen participation
which may sometimes, translate into weak encouragement of community participation
(Robino 2009: 255). Cleaver (1999) suggests that the concepts underlying participatory
approaches to development should be subject to greater critical analysis, there being a need
for a more complex understanding of issues of efficiency and empowerment in
participatory approaches. This research finds that if the new lending instruments,
specifically those, channelling funds through the local governments, are used
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appropriately, backed by the relevant prerequisite systems, they have a potential to

translate into economic growth and development at the grass-roots level.

55.2 Changing Bank Procedures

Jim Adams, Vice President of Operations Policy and Country Services (OPCS), and
former Director of Country Department 4 (CD4) comprising Uganda and Tanzania, led a
review of Bank policy, programmes, and procedures with one aim: to see where and how
obstacles can be removed or streamlined to make the Bank’s development work more
effective. For operational staff, the objective is to create an environment where, if staff
found a policy or procedure inappropriate, they could raise the issue with OPCS and get a

sensible answer. It also made the policies more supportive of decentralization by:

1. Reforming the investment lending instrument thus, shifting from the prescriptive
‘one-size-fits-all’ approach to a principles-based and risk-adjusted one.
2. Revising the prevailing supervision approach from HQ missions’ visitations to a
more day-to-day portfolio management by the country offices.
3. Revamping of operational training targeting key staff to equip them with the
necessary skills in a decentralized organization
(World Bank 2008: 24-25).

These procedural changes were meant to lead to poverty reduction by providing the clients
with more effective and timelier responses. This study has confirmed the findings in the
Client Survey 1999 and 2003 (appendix 111 & 1V) that the clients found decentralized staff
more effective and recommended that the Bank increase more of such staff in the country
office. It is not just about the numbers of staff but that these staff had a better
understanding of the local conditions than their Washington counterparts and were,
therefore, better placed to understand what needed to change in the Bank’s policies,
programmes and procedures. The ‘field’ presence of the World Bank staff was, therefore,
very instrumental in streamlining the procedural changes thus, contributing to making the

Bank’s development work more effective.
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5.5.3 Project Implementation

The Bank changed the way it implemented projects, in ways that were strengthening local
government and civil society. Prior to the Compact, special project management units
were set up to oversee daily project operations and handle such tasks as procurement and
the contracting of services. These were established to overcome what was regarded as
weak local government capacity to manage the many complex tasks of project
implementation and to adhere to cumbersome Bank procedures for reporting and
accounting. While the approach helped to smooth project execution, it did not improve
local government capacity. With the Bank’s assistance, many local governments began to
take responsibility for project development and execution and proved that they are quite
capable of efficiently performing them, provided they had access to technical assistance
when required. The government acquired specialized and skilled procurement staff
(Okwero 2000).

5.5.4  Procedures for Procurement, Contracting and Disbursement

The World Bank’s Articles of Agreement require arrangements to be made to ensure that
the proceeds of loans are used only for the intended purpose with due attention to
efficiency and economy, thus the policies and procedures for financial management,

procurement and disbursement. Under the Compact, management committed to:

1. Strengthening controls upfront at the project appraisal stage and during project
implementation;

2. Addressing the serious skills shortage in professionally qualified accounting staff
and;

3. Assessing Regions on issues of borrower accountability, project financial
management, and internal controls (World Bank 2006: 1).

The Compact envisioned the Bank to be more responsive to the client’s needs and
procurement was identified as one of the core functions that needed improvement (the
borrowers are responsible for procurement, but the Bank has developed procedures and

rues to discharge its fiduciary responsibility), especially in the light of corruption which
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had become a pervading issue amongst the borrower clients. The paper presented by the
Bank’s Compact assessment committee to the Board on October 30, 1997, did not propose
any changes in the prevailing policies but focused on strengthening the function internally
through:

1. A stronger focus on the development function of procurement and on increased
borrower accountability;
2. Emphasis on upfront project work stressing better procurement planning and
client capacity to ensure good quality at entry; and
3. An integral approach to supervision of procurement that strengthens post-review
of contracts, set prior review thresholds on the basis of borrower’s procurement
capacity and past performance, and aimed to assist borrowers by adding
procurement capacity to field offices and selectively delegating review functions
(World Bank 1997: 1).
These measures were, fundamentally, to enhance the development process; however, as
discussed in detail in chapter seven, there is significant attrition of funds in the
procurement processes due to corruption, non compliance to procurement rules and other

mal-practices.

The Bank also developed more flexible procedures for procurement, contracting and
disbursement in Bank-financed projects, which were better adapted to the needs of the
local communities that were designing, planning and implementing small projects. These
were intended to overcome the problems associated with traditional Bank procurement
guidelines which were considered extremely cumbersome and bureaucratic (Okwero
2000).

In terms of dealing directly with the local government and communities, the questions that
have arisen is the availability of capacity at these levels and systems for monitoring and
evaluating disbursement of funds and their subsequent financial reporting and auditing
procedures. To bridge this gap, the Bank has supported numerous capacity building
initiatives (Okwero 2000). It is, generally, accepted that the communities are better placed
to understand and determine their priorities (Okwero 2000) as opposed to dealing with
‘shouting from the top’. This research concurs with Robino (2009: 272) that despite the
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contradictions and the ‘implementation gap’, there are real possibilities in poverty reducing

activities, if people are placed at the centre of the initiatives and take part in them.

5.6 CHANGES IN ORGANIZATIONAL CULTURE

Kroeber and Kluckhohn (1952) summarised the various definitions of organizational

culture they had studied as:

Culture consists in patterned ways of thinking, feeling and reacting, acquired and
transmitted mainly by symbols, constituting the distinctive achievements of
human groups, including their embodiment in artefacts; the essential core of
culture consists of traditional (i.e. historically derived and selected) ideas and
especially their attached values.

Hofstede (2001) said:

Culture is the collective programming of the human mind that distinguishes the
members of one human group from those of another. Culture in this sense is a
system of collectively held values.

According to Senior (2000), organizational cultures, along with values, attitudes, beliefs,
power, politics et al, fall under the informal organization. They form the invisible part of
the organizational iceberg and if not addressed in the change process can lead to the fall of,
presumably, invincible organizations as the Titanic management learnt, a little too late, to
their detriment. In their article ‘The leadership Challenge — A call for the Transformational
Leader’ Tichy and Ulrich (2008) proposed that resistance to change can come from three
areas: technical systems, political systems and cultural systems. Cultural systems
resistance includes the perception that an organization is one thing, and cannot be another,
that the past holds security, and that current organizational culture makes change difficult
thus, the need to ‘disengage, disidentify, disenchant and disorient with past practices’. This
current research finds this argument compelling, especially in today’s rapidly changing
world. The main critique regarding their discourse is that they did not address the question
— what happens when a transformational leader leaves the organization? Indeed, as seen in

this study, the Compact was proposed by Wolfensohn in 1997 and implementation is
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currently in earnest, a decade later. Was the momentum sustained as previously

anticipated?

In the next section, the study focuses on the Bank’s analysis of its organizational culture
before the Compact and the proposed changes that were required for the organization to

implement its decentralization strategy.

5.6.1 Cultural Changes in Support of the Strategic Compact

Our internal culture needs to become more aligned with the poverty-focused,
client-oriented and accountable institution that we aspire to be. Encouraging
more open communication and transparent dialogue across the institution is a key
factor... to reduce staff stress...and provide a clearer sense of priorities...
(Wolfensohn 2001).

The Compact was designed as a vehicle for transforming the Bank and this went further
than just the ‘hardware’ but also included the ‘software’ — perceptions, values, behaviours
and cultures. Some of the new cultures the Strategic Compact sought to instil in the staff,
aimed at achieving the change in the organizational strategic direction included: client
focus, pragmatism, innovation, listening, teamwork, professionalism, trust and focus on
results in order to articulate the connection between new behaviours and corporate success.
The main guide that was used to handle the cultural changes was Kotter’s ‘Eight Steps to
Transforming Your Organization’ (World Bank 2001).

From the Attitude Surveys, Client Surveys (appendices Il & IV) and Assessment data, the
shift from being inward looking to client focus was the dimension on which progress was
the most clear-cut. Prior to the Compact, there was a general tendency of being more
inward looking than being client focused through the creation of strong Country Directors,
the relocation of functions and staff to the field, the multiplication of partnerships, and in
many other ways, staff believed real and durable progress had been achieved in
multiplying interactions between Bank staff and clients and other external stakeholders and
in making those interactions more meaningful and mutually rewarding. Decentralization
thus, did change the organizational culture (World Bank 2001: 14).
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A culture change from perfectionism to pragmatism was also noted in that there was less
over processing of official documents. However, according to the World Bank’s own
assessment, considerable time was still spent on perfecting CAS and other macro
documents and that the use of presentations for communications diminished the
importance of written style and gave verbal communications greater weight, both of which

represented pragmatic advances (World Bank 2001: 14).

The Assessment also established that there were vigorous efforts to innovate under the
Compact leading to an impressive innovation record, from a previous culture of risk
aversion. Many internal clearance processes were eliminated to support an innovative and
empowered work environment. However, staff perceived mixed messages. Innovation was
dampened by new internal safeguard and fiduciary policies which were seen as
reintroducing checks and balances. It was generally felt that when the creative phase of
innovation itself was supported, there were often no resources to sustain its development
(World Bank 2001: 14).

There was a lot of emphasis on listening, but staff perceived a difference between the
Bank's rhetoric and the reality they faced in their work. Many staff still, freely, wielded
the weight of the Bank in their dialogue with clients. While staff were encouraged to listen
to their clients in the field, they frequently, found resistance in Washington to tailoring
Bank approaches to heed messages from the clients. Furthermore, still to an apparently
excessive degree, they found themselves pressing their clients to use Bank guidelines,
policies, systems, and ways of planning (World Bank 2001: 14), for example, the Bank’s

much exalted ‘log frame™™"

, basically continuing the notion of ‘he who holds the purse,
pulls the strings’, and confirming the reputation of arrogance of which the Bank has been

accused of, many a time.

There was no doubt from the data in the Assessment, that there had been an improvement

in team behaviours from a previous culture of individualism. Many staff recognized that

the matrix had produced a greater requirement for collaboration, and that many Country

and Task Teams operated in ways which improved Bank work with its clients. However,
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team quality was still uneven, and competing for resources within a team could be hard on
the team, especially under prevailing conditions. The individual contracting market had
also militated against teamwork because the system required individual staff to establish a
full work programme for themselves. Contrary to beliefs that the individual internal market
would contribute to achieving client responsiveness, indications were clear that it inhibited
teamwork, knowledge sharing, cross organizational work, and created a preoccupation
with individual rather than client objectives (World Bank 2001: 12). The commitment of
the team leader at all levels had been found to be the greatest single determinant of team
quality (World Bank 2001: 15).

With regard to a cultural change from patronage to professionalism, as a participant in the
surveys put it, it is ‘who you know versus what you know’. Most staff agreed that the more
inclusive and transparent procedures put in place for management selection had reduced
the element of patronage in the system. However, staff found that connections were still
important to get something done across organizational boundaries, to secure both
assignments and resources (World Bank 2001: 5).

The Staff Attitude Survey (2000) revealed that the redundancies resulting from the
Compact increased fear and reduced trust because many staff believed that management
could have provided more warning and information about the prospect of the severe budget
crunch and its implied redundancies. They also felt that the process of the redundancies
had not been transparent. In order to move the organization forward, management actively

sought to change the culture from fear to trust (World Bank 2001: 14).

The change from a focus on process to a focus on results was about whether the focus was
on satisfying internal Bank requirements (the ‘approval culture’), or on contributing to
results on the ground. The staff attitude surveys showed that there had been clear progress
in simplifying the project process, but that new fiduciary and safeguard requirements had
partially reversed earlier gains, added to paperwork and process complexity, and to the

time and cost required to prepare a given project. Staffs was pulled in both ways: they had
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to satisfy a more demanding internal process and were asked, at the same time, to focus

more on results on the ground, all without an increase in resources (World Bank 2001: 15).

Overall, the combination of reducing reporting levels, empowerment, teamwork, dual
reporting relationships, and a more participatory and inclusive approach to project
preparation, confronted regional and network managers and staff with an extremely steep
behavioural learning curve. While there had been a substantial attempt to upgrade the
Bank's professional skills, by contrast the level of effort expended to help staff meet the
behavioural challenge, especially through behaviourally-oriented training, team and
individual coaching, was limited. This was even truer of managers having to develop all
the skills mentioned above and in addition the skill to coach, according to the Assessment
(World Bank 2001: 15). It also seemed that although the Bank recognized the challenge of
cultural change at one level, it underestimated the sustained attention and discipline needed
over time to make a significant shift. The Bank's culture ran deep and was long in the
making, and achieving the vision presented a formidable endeavour requiring patience,
commitment and resources (World Bank 2001: 15).

The test for transformation management is whether the organization develops a sustainable
change capability, whether people in the organization have developed the commitment and
skills to address challenges as they arise. Staff experienced a lot of change during the
Compact period, but many were still not convinced of the inevitability of change or
equipped to thrive in an environment of continuous change. Past notions such as lifetime
employment were now spent, but many staff still saw change as episodic, and in their state
of change fatigue they received the prospect of further change with apprehension. Part of
it was the pain of redundancies, part the harshness of the competition for resources, part
general unpredictability, lack of trust, the lack of understanding of ‘how this all comes
together’, and part of it was a lack of conviction that internal constraints would be
effectively addressed (World Bank 2001: 15 — 16).

This study agrees with the theories proposed by Keup, Walker, Astin, and Lindholm
(2000); Riley (2010); et al. In order for the organization to experience the transformational
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changes required, the organizational culture must a supportive one that contributes to the
fulfilment of the required changes. Consequently, as stated by the Wolfensohn (2001), the
Bank’s internal culture needed to change to be more aligned with poverty focus, client
orientation and more accountable for the fulfilment of its mission of poverty eradication. It
was, therefore, imperative that the culture changes discussed in this section be
implemented. However, this study suggests that these changes were analyzed at

institutional level and there are no records of country specific changes.

5.7 CONCLUSION

There are many definitions of decentralization and it can mean difference things to
different people (Katsiaouni 2003; Oluwu 2001). Furthermore, there are several
dimensions of decentralization, the main ones undertaken by the Bank being; devolution,
deconcentration and delegation. Given this, there isn’t an all encompassing definition
which makes any assessment of the process complicated and calls for surpassing the
centralisation-decentralization dichotomy (Robino 2009: 115). The economic rationale for
decentralization according to the ‘Musgravian’ dimensions for evaluating public policy
are; efficiency, equity and macroeconomic stability (Musgrave & Musgrave 1959).

Devolution is the transference of power and authority to an authority that is autonomous
and independent from the devolving authority. This is the strongest from of
decentralization as it implies transfer of authority for decision making, finance and
management responsibility (Robertson 2002; Oluwu 2001).

Deconcentration is the transfer of authority and responsibility among different levels in
which redistribution of routine administrative functions are transferred to offices which are
dependent on the central government, that is, transfer of work and tasks but not the
authority. The centre retains basic decision making power in this limited horizontal

distribution of function.
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Delegation on the other hand is the distribution of authority and responsibility to local
units of agencies that are not necessarily branches or local offices of the delegating
authority with the bulk of the authority still being vertical and to the delegating central
unit. It is a more extensive form of decentralization as it involves the transfer of
responsibility for decision making and administration of public functions from the centre
to the semi autonomous organizations. Usually, theses organizations have a considerable
degree of discretion in decision making although, again, ultimate authority is vested in the
centre, and the direction of accountability is upward and can be withdrawn (Robino 2009;
Katsiaouni 2003; Robertson 2002).

This research has analyzed different views on the forms and extent of the decentralization
of the World Bank operations. It has been noted, however, that in most cases, the terms,
devolution, deconcentration and decentralization are used interchangeably thus, leading to

a difficulty in analysis.

Whereas the Bank’s overall strategy of decentralizing its operations in order to become a
more effective and more efficient Bank was fundamentally the right thing to do, the

prevailing decentralization model had the following limits:

Budgeting constraints,

Unattractive relocation conditions,

Reduced deployment flexibility and unsupervised sector staff in the CO,
Matrix management more difficult and blurring of roles and,

Little cross-regional movement bringing into question the notion of a ‘Global
Bank’ (World Bank 2004).

orwdPE

The Organizational Effectiveness Task Force (OETF) presented a case for more and
smarter decentralization in a bid to increase quality and quantity of direct client services,
arguing that increasing ‘face time’ with clients would improve on the Bank’s relevance and
effectiveness. It also advocated for improving Bank’s standing as a global development
institution by being closer to clients, partners and civil society, and enhancing managers’

ability to support staff in the field (World Bank 2004).
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The changes brought about by the decentralization strategy and the attendant changes were
implemented in differing degrees and later reviewed for progress analyzes. Each Region
was given the liberty to design its own details on how to actually implement the overall
strategy. Decentralization in the Uganda CO has followed the Africa Region strategy.

However, this research finds that in Uganda and indeed, world over:

....after more than 50 years of operations, the Bank still faces a world where over
1 billion people live in deep poverty, with per capita income of less than a dollar
per day. Many countries suffer poverty rates between 25 and 50 percent of their
population. These conditions persist despite important movements in critical
social indicators such as life expectancy, infant mortality, access to safe water,
primary school enrolment and immunization (Fine 1999c).
The researcher concurs with the view that the World Bank has become like a ‘regular’
government and can no longer function efficiently without decentralizing its operations to
the country offices. This led to the maximisation of the benefits accruing to the
decentralization strategy. However, one of the fundamental errors that were made was in
not involving the country office staff in the design of the strategy and process which has
led to some unintended consequences. Nevertheless, despite the renewed emphasis to
undertake decentralization reforms and to enhance a participatory approach, the
assumption of a symbiotic relationship is suspect. Robino and Haines (2010) demonstrate
that contrary to most studies and literature, (citizen) participation (applicable also in staff
participation) and decentralization can be frequently at odds. Robino and Haines (2010)
examined Participa’s (2004) empirical assessment of ‘participatory spaces’ in which four

differential levels were established:

1. Information: The objective is to provide information on the issue under
discussion.

2. Consultation: The objective is to invite citizens to participate by offering their
opinions

3. Decision-making: The objective is to invite citizens with real possibilities to
influence a particular issue.

4. Co-management: The objective is to invite citizens and stakeholders in a decision-
making process that involves more than just one issue.
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Although preliminary analysis strongly suggests that the country office staff were not
actively involved in the initial stages, there has been a tremendous increase in nationally
recruited Task Team Leaders from 3 in 2003 to over 20 by 2008 World Bank (2010), thus
fulfilling the decision making and co-management requirement. But still, the relation
between citizen participation and more inclusive models of development are uncertain.
According to Robino (2009), Roodt (2001) was concerned with the way in which certain
groups and individuals monopolised power and development resources at the local level,
excluding other groups and from participating. Others concerned scholars include Fox and
Ananda (1996); Leach et al (1999); McEwan (2005); Molyneux (2009) and Pozzoni and
Kumar (2005). Therefore, the relations between decentralization and citizen participation
are not necessarily straightforward although decentralization scholars regard it as a
condition (necessary but not sufficient). For others, however, it is a precondition for
effective decentralization. This research argues that citizen participation is necessary for
implementation but that it must be implemented in tandem with all other factors affecting

poverty alleviation.

This research has also not been able to ascertain whether or not the Bank took into account
how the governments themselves were decentralized and whether there was a deliberate
intent to create a fit with governments own decentralization programmes. This said, even
if the Bank involved its national staff and their respective client governments, aligned its
decentralization structures to the clients structures, there is still no guarantee that this alone
would have produced better results. The development arena remains very complex and the
research of appropriate paradigms will continue. Nevertheless, some paradigms have
produced better results than others and whatever the World Bank’s shortcomings are,
decentralization was a step in the right direction but, perhaps, a more participatory

approach should have been used.

The Bank also under estimated the cost of the process and the length of time it would take
for concrete returns on the investments to accrue. Furthermore, some of the conventional
economic assumptions do not apply to most developing countries (Robino 2009: 125) and
yet the Bank seems not to have taken this into consideration.
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The results of this current study show that the relationship between decentralization and
poverty eradication is very complex and therefore, not every facet of this has been
captured. Although there is a positive relationship proven by both theoretical and
empirical evidence, the results, as stated in earlier chapters, are real but hard to measure.
This does not invalidate the impact of decentralization on poverty eradication but
underscores the importance of supportive and effective structure, systems, policies and
procedures and cultures that translate the overall strategy into results on the ground. It also
emphasises the need to look at the issues, along with all other factors affecting poverty
development, particularly, in Sub-Saharan Africa. While the issues are so complex, their
weaknesses and contradictions should not lead to a feeling of hopelessness but rather, that

the development discourse continues in search of appropriate paradigms.

On one hand, according to Pretorius (2010), the Bank should develop multiform strategies
that take into account issues such as the local knowledge base, social, psychological, and
ethical issues (e.g. community profiling, group dynamics, conditioned helplessness,
autonomy, dependence, responsibility), culture, education (skills development),
institutional support, enterprise development, markets and trades, transport, the
technicalities of environmental sustainability (soil, water, seed, peak oil, climate change)
food quality and safety, sovereignty and land policies. On the other hand, Shivak (1988)
Escobar (1999) and Kapoor (2004) propose how most representations, especially of
marginalized Third World groups, are intimately linked to one’s positioning
(socioeconomic, gendered, cultural, geographic, historical, and institutional). They,
therefore, demand a heightened self-reflexivity that mainstream development analysts have
failed to live up to (Kapoor 2004). For instance, the policies of the Bretton Woods
Institutes recommended that Third World Countries liberalise socio-economic and trade
regimes without any regard to imperialism and the unequal footing on which history has
often placed such countries in the global capital system (Kapoor 2004). It is, therefore,
imperative that the Bank carefully examines its proposals and ensures that they are

appropriate in the locality of implementation. This necessarily requires customization.
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This study finds that by increasing the number of country office based staff, accompanied
by the appropriate levels of responsibilities and authority, this made a positive contribution
to the Bank’s effective presence in the ‘field’, acknowledged by the clients through the
Client Surveys (appendices Il & 1V). Despite problems with some aspects of the HR
reforms, the old systems would not have been conducive for a decentralized Bank. The
review and adjustment of the HR policies are underway for another reform of the policies
(World Bank 2009). However, this thesis would recommend that Bank improves its
consultative processes, this time, in order to come up with more viable options.
Admittedly, this would a tall order for an institution that is still so highly bureaucratic

despite all its attempts to be otherwise.

According to the findings of this thesis, the Bank has excellent information systems,
providing real time information required to enhance the development process. There is
still room for improvements but with its current one-stop-centre for operational issues, for
resource management, budgeting and accounting and more recently, Client Connections
which enables clients to access information in the Bank’s systems, teleconferencing and
audio-conferencing facilities, etc. development information is available at the touch of a
button. All these systems have a great potential to contributing to the achievement of

development objectives.

Although many people find the Bank’s policies and procedures still very cumbersome
(Client Surveys 1999 & 2003; Staff Surveys) this study highlights the various changes that
have been made since the launch of the Compact in 1997. Nevertheless, the Bank’s
policies and procedures are still largely, based on the ‘Washington Consensus™" and
proponents of the ‘post Washington Consensus’ like Fine (2002) — ‘The development state
is dead — long live social capital!’, Stiglitz (1998a), Wade (2001b) and other scholars
argued that despite the Bretton Woods Institutions decades of development work, well
founded criticisms against their policies have mounted. The post-Washington Consensus
has emerged recently as an umbrella denoting the search for pragmatic and context-specific
solutions to problems of developing countries. The recent financial crisis, with its epicentre
in the rich economies, has demonstrated that the whole world, not just poor countries, is
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developing. One feature of the new pragmatism is that industrial policy is back. But in
contrast to import substitution, it is an open economy industrial policy — the objective is to
increase economic openness: enhance flows of knowledge, foster productive innovation,
and promote non-traditional exports. Under rubrics such as productive development
policies or innovation strategies, governments in developing countries are providing public
inputs, each customized and bundled to suit the needs of particular domains of economic
activity, but not others (Kuznetson 2010). Other scholars like Fine (2006) and Ocampo
(2004) propose that the new generations of reforms have not really solved the issues.

With regard to changes in culture, it is not clear from review of secondary data what the
recorded changes were based upon. The evidence suggests that the sample which was used
by the Bank to review the culture change did not include country office based staff;

consequently, the results may be skewed.

In the next chapter, the researcher has examined the implementation of decentralization in
Uganda as proposed in the Compact. Although there are some information gaps, there is
empirical evidence to suggest that, despite the complexity paradox, there has been a

positive contribution to the fight against poverty in Uganda.
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CHAPTER 6

IMPLEMENTATION OF THE WORLD BANK DECENTRALIZATION
STRATEGY IN UGANDA

6.1 INTRODUCTION

| realise that the Compact represents an ambitious agenda. Some tough choices
and difficult decisions lie ahead. We must keep foremost in our minds, however
that our clients face everyday the massive, grinding challenge of poverty — and
that we have a responsibility to assist them as effectively as possible.... the irony
is that the Bank has been losing its effectiveness even as the need for a global
development institution has become greater than ever (Wolfensohn 1997).
This chapter focuses on examining the decentralization strategy of the World Bank, the
attendant changes in structures and systems, policies and procedures and cultures and how
these were implemented in the Uganda country office. However, given that the strategy
was not implemented in a vacuum, the research has provided the historical, economic,
political-legal, technological and socio-cultural context that have impacted on poverty
trends in Uganda. Therefore, in examining how decentralization has been implemented in
Uganda, the research highlights Uganda’s economic trends and the contributing factors.
The research will then focus on the World Bank’s decentralization programme and discuss,
in detail, how the structures and system changes were implemented, particularly, the
changes to matrix management and technological changes to support the strategy. The
Compact envisaged changes in policies and procedures to suit the country context and this
research seeks to examine the changes, if at all, existent. In this chapter also, the cultures
that were proposed at the strategic level to support the decentralization strategy, will be

examined.

Poverty is a multidimensional issue thus, making it difficult to deal with. In Africa, several

reasons have advanced for continued poverty such as poor planning or poor policy

implementation, leadership weaknesses, the calibre of African leaders and their autocratic

tendencies and more recently, corruption (Mabogunje 2000: 1). The Millennium

Declaration signed by over 150 heads of state partnered in a global attempt to reduce

poverty. Whereas the World Bank in its Compact decided on various strategies to attempt
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to address poverty, decentralization being the main subject of this research, there are many
factors that have contributed to the levels of poverty in the country and they can broadly be
classified as historical, economic, political/legal, technological and socio-cultural. Some of
the factors cut across these classifications and others cannot be adequately addressed

within these classifications.

The main historical factor which is purported to have had an impact on poverty in Uganda
is colonialism. Colonialism is a practice of domination, subjugates one people to another
(Burke 2000), when a state claims sovereignty over territory and people outside its own
boundaries (Brett 1973).

In the wake of colonialism, Uganda suffered the ill effects of neo-colonialism with the
result that:

...foreign capital is used for the exploitation rather than for the development of the
less developed parts of the world. Investment under neo-colonialism increases
rather than decreases the gap between the rich and the poor countries of the world.
The struggle against neo-colonialism is not aimed at excluding the capital of the
developed world from operating in less developed countries. It is aimed at
preventing the financial power of the developed countries being used in such a
way as to impoverish the less developed (Nkrumah 1965).

Most African countries are still experiencing very high levels of poverty leading to the
debate as to whether it is due to the colonial legacy or inherent inadequacies of the African
societies in relation to ‘modernization’. For the apologists of the colonial legacy,
colonialism despite its negative effects, set the continent on the path to development by
laying the seeds of intellectual and material development in Africa (Obadina 2008). Critics
of colonialism contend that colonialists exploited the continent’s labour and resources and
impeded the economic growth of the ‘developing nations’ (Obadina 2008; Baran 1957;
Frank 1967; Cardoso & Faletto 1979; Palma 1979; Wood 2001; Mabogunje 2002; and
Pietese 2001). Cornwell (1999: 64) in referring to Austin (1982), argued that the
fundamental difference between the colonial state and the post independence regimes was

that whereas the former was essentially bureaucratic, the latter was ultra political thus,
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making the state in the twentieth century Africa a primary arena for competition, power

and influence over the distribution of scarce resources.

Atkinson (1999: 24) contended that the colonial administration discriminated among
citizens, creating a hierarchy of unequal citizenship which still persists to this day. This
structure facilitated access to resources for some and not all, and Mustapha (2002: 153 —

154) in reference to Nigeria’s ‘Diversity and the Burden of History’ argued that:

In many ways, the ethnicization of power and politics is contrary to pre-colonial
experience... The potential for this apparent in the pre-colonial system, was more
than realised under colonialism which had the intended and unintended
consequences of accentuating the divisions between different groups, and
converting conflict from mere potential to a reality of everyday life....giving a lie
to the notion of a state standing above society.

Other factors affecting African economies include the ‘economy of affection’ (Hyden
1983), institutional constraints to economic development in Africa (Mabogunje 2000;
Nafziger 1997); and soft and failed states (Cornwell 1999).

Uganda during the colonial era and at independence had good economic prospects.
However, due to the ensuing political and economic mismanagement after the post
independence period, the country reached the brink of collapse and has since then, relied
heavily on foreign aid for sustenance. Uganda has been widely considered to be one of
Africa’s success stories in the 1990s. Economically and politically, it was gaining as a
force in East Africa and as an example of development potential in sub-Saharan Africa
(World Bank, 2007; Stavlota, Nannyonjo et al 2006; The Uganda PEAP 2005). ‘Amidst
all of the fanfare’, however, owing to its colonial history, its diverse ethnic mix and the
brutality of previous regimes, ethnic and clan identity predominate over national

citizenship and a cycle of mutual mistrust and conflict prevails (Ahrens & Lofchie 1994).

The research has established that the Compact did not address the aspects of poverty that
are attributable to historical factors and neither is there any specific World Bank
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programme that has aimed at redressing these issues. This is an area where further

research in how the World Bank might redress these issues, is recommended.

There are several economic factors which affect poverty levels in Africa in general and
Uganda, specifically. However, even before analyzing these factors, there is the challenge
of how to measure poverty given the large non-monetary sector which exists in most
African economies. Nevertheless, the extreme poverty is undisputable and is partially,
attributable to factors such as the pre-capitalist nature of African economies, terms of

trade, the foreign aid burden and purportedly, brain drain.

The dynamics and different facets of poverty are so intricate such that economic issues
cannot be separate and distinct from political issues and in Africa; politics has a great
impact on the economy. Since 1986, Uganda has undergone dramatic political and
economic changes. The most significant of these however, has been the country's
economic growth. By most standards, Uganda's economic growth, since 1986, is
exemplary. Brought back from the brink of collapse after years of mismanagement and
plunder by successive governments and compounded by incessant political turmoil,
economic growth has averaged over six percent per year over the last decade and half, with
an increasing GDP (Figure 6.1) over the period of study (World Bank 2004). Inflation has
declined, from a peak of over 200 percent in 1988 to about 30 percent in the 1990s, and
agricultural output, the most important sector of the economy was showing signs of
recovery after years of instability (Elson & Evers 1997). Despite this impressive economic
record, Uganda remains one of the poorest countries in Africa with a per capita income of
US$ 220 (UPPAP 2000).

GDP - per capita (PPP) is the GDP on a purchasing power parity basis divided by

population as of 1 July for the same year and Uganda’s GDP has been rising over the

years.
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Figure 6.1: GDP per Capita
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After many years of focusing mainly on the economic factors, African governments and
development partners have come to a realization that in Africa, economics cannot be
divorced from the political aspects and therefore, in order to enhance economic
development, the political aspects too had to be taken into consideration. Some of the
political issues that have been discussed in Uganda include: governance, constitutionalism,
multi-parties, electoral politics, human rights, justice, law and order, corruption, and
security. The technological factors like industrialization, utility services and infrastructure,
move from subsistence to commercial agriculture and the tax collection system have also
impacted on the country’s development agenda and so have socio-cultural factors. Some
researchers argue that Uganda, like most of the other African countries, went straight from
pre-capitalist states to capitalism without the prerequisite social and cultural changes that
were fundamental to this move. Therefore, they contend, some of the cultural practices
like the traditional gender roles, the land tenure system, and the affinity for large families,

regional disparities and insecurity arising from certain cultural practices, do not promote
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economic development (Fukuyama 1996; Lipset, 1981; Harrison & Huntington 2000).
However, according to Thompson (2001: 1), the relationship between ‘culture’ and
‘economic development’ during the past fifty years can be, and has been, viewed variably

as causal, positive or relatively autonomous.

It is in the context of all these numerous factors that affect development in Uganda that the
Bank’s decentralization strategy in Uganda should be assessed. The strategy and its

implementation cannot be isolated from the country context.

Decentralization is an evolving reform that aims to move the Bank closer to the client in

order to:

1. Deliver more services to clients in an operationally effective and cost efficient
way,

Improve timeliness and relevance,

Provide greater flexibility in responding to client needs,

Locally adapt its global knowledge and add to the knowledge base, and
Strengthen partnerships, including being prepared to assume leadership in donor
coordination when needed (World Bank 2008).

ok~ wn

In order for effective decentralization to take place, the World Bank model needed to focus
more on delegating more authority with accountability for quicker and better results. By
creating ‘hubs of excellence’ in Kenya and Senegal, the Africa Region pooled a critical
mass of skills in close proximity to clients and increased options for staff mobility and
significant productivity gains arising from shorter travel time, increased face time with

clients and ability to work across fewer time zones (World Bank 2008).

In an attempt to achieve its mission of poverty eradication, through its Strategic Compact,
the World Bank decentralized its operations and transferred responsibilities for achieving
its development objectives to the country offices. Decentralization in the Uganda country
office took the form of strategic changes which were followed by the prerequisite changes

in structures and systems, policies and procedures and cultures.

176



6.2 STRATEGIC CHANGES

The overall goals of decentralization were meant to enable the achievement of the

decentralization strategy. Broadly speaking, there were three major goals:

Firstly, increased responsiveness to clients and improved country ownership and
partnerships. This was being done by: increasing the country office-based task leadership,
enhancing the role of the country office sector staff in all core business products, providing
country management services in country offices and providing fiduciary services from the
field. The decentralization process devolved the power that was previously vested in
Country Directors, mainly based in HQ to Country Managers, based in the country offices.
This enhanced dialogue with the government and improved the decision making process
further enhanced by the fact that many of the Country Directors relocated to the country
offices (World Bank 1999 & 2001).

Secondly, better integration of global and country knowledge by: creating joint team of
internationally recruited staff and locally recruited staff for task execution, managing
country office staff as a regional resource and re-aligning the presence of such staff in
country offices based on sector/client needs (World Bank 1999 & 2001).

Thirdly, maintaining the cost-effectiveness of Bank Group support by: customizing
regional decentralization actions and goals to allow for flexibility in decision-making,
strengthening monitoring of progress and management of cost and obtaining feedback on

outcomes to ensure balance among goals (World Bank 1999 & 2001).

The customization of the regional decentralization actions, which were meant to maintain
the cost-effectiveness of Bank Group support were driven by Washington and the
researcher has not been able to establish any active participation by Uganda country office
based staff. The Uganda country office decentralization indicators are detailed in Table
(6.1) below:
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Table 6.1 Decentralization Reports for Uganda FY05-09

Indicators FYO05 FYO06 FYO7 FYO08 FY09 | FY09vs
FYO05

Deconcentration of

GE+ staff 4,50 3.40 3.6 2.71 2.7 -1.79
LRS/IRS staffing ratio in
CO

Devolution of work
LEN+SPN+ESW sws 24.38% 29.57% 24.38% 32.47% 37.70% 7.26%
in CO

Delegation of
authority 11.6% 25.89 16.40% 17.92% 13.82% 2.23%
LEN+SPN+ESW
tasks

managed in CO

LEN — Lending, SPN — Supervision, ESW — Economic and Sector work, IRS — Internationally recruited staff,
LRS — Locally recruited staff, CO — Country Office.

Source: Controllers’ Strategy & Resource Management, based on system generated data, 2009

The physical shift of staff was accompanied by a progressive delegation of authority and
responsibility. This deconcentration is demonstrated by the decrease in the Locally
Recruited Staff (LRS) ratio to Internationally Recruited Staff (IRS) (Table 6.1), although
in absolute terms, the LRS numbers also continued to grow (the figures do not take support
staff numbers into consideration and the numbers of the Administrative Client Support
(ACS) staff is a direct ratio of the ‘professional’ level staff). The problem with this model
was that the IRS, mainly originated from HQ and when they did leave, their positions in
HQ were not eliminated, thus increasing the decentralization costs. The other issue that
also arose at the beginning of the process, but has now been resolved was that local staff
did not have the opportunity to compete and obtain the international positions without
having to have worked in HQ. It is now possible to become an IRS member in another
office directly from another country office or even through external recruitment (World
Bank 2009).
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Progress has been made not merely in terms of deconcentration of staff from the centre, but
decentralization through location of work and delegation of authority and decision making
(Table 6.1). However, significantly more progress has been made in decentralizing staff
(7.26% in comparing FY09 to FYO05) and work more than authority (2.23%), as
demonstrated by the lower proportion of tasks managed in country office, compared to
either the proportion of staff based in country offices or of staff weeks spent by country
office-based staff on operational tasks (World Bank 2009).

The decentralization strategy necessitated changes in the structures and systems that were

more supportive in the achievement of the new directions the Bank had elected to pursue.

6.3 CHANGES IN STRUCTURES AND SYSTEMS

| am hopeful that one day the Bank will live up to its reputation as a truly global

Bank that gives equal opportunity to its staff, and that it will start walking the talk

on decentralization (Sellen 2010).
At the beginning of the decentralization process in 1997, the Uganda Field Office had
twenty-one staff members consisting of nine operations staff and twelve support staff. The
operations staff was not specialized in sectors but combined two or three sectors and they
did not have appropriate levels of decision-making authority.  The position of Health
Specialist as that of the Financial Management Specialist (responsible for ensuring
compliance with financial management policies by government projects) and Procurement

Specialist (ensuring compliance with procurement policies), did not exist (Okiria 2000).

Prior to the change to matrix management, the World Bank had tall bureaucratic structures.
The current matrix was conceived in 1997 and had undergone modifications in order to
ensure an appropriate fit with the changing client environment. In this matrix, sector staff
report to the Country Manager in Uganda and to the Sector Managers based in
Washington. Apart from the Administrative Client Support (ACS) and non networked staff
who report only to the Country Manager, all other staff have dual reporting relationships as

elaborated in the matrix, discussed in chapter 3.
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By June 30, 2004, the staff mix in Uganda consisted of four internationally recruited staff
and thirty-one national staff. There were also fifteen recruitments for national staff
underway for the financial year ending June 2005, and by end of calendar year 2008, over
sixty staff positions and several other recruitments were underway. The staff composition

diversified to include staff seconded from other donor agencies.

However, the staff members of the World Bank, Uganda inclusive, contend that the matrix
does not work and this is due to too many reporting layers and too many different
managers. All the numerous layers of managers, all making decisions on budgets,
strategies and projects ultimately leading to dispersed decision-making and accountability.
The fundamental problem, the evidence suggests is one of span of control. The matrix

does not work in part because it:

1. diluted accountability, by creating new roles with unclear ‘bottom line’
responsibilities (which in turn generates confusion as to what the responsibilities
of existing roles really are), and even less clear ways to empower those in such
roles;

2. fostered the creation of many niches/initiatives competing for resources in a flat-
budget environment, and having, in many cases, difficulties in generating added-
value to the Bank's mission;

3. enticed very capable operational staff to move out from the front line to positions
in the additional (usually quasi-) management layers; and

4. crowded out from high-priority tasks on busy staff agendas, topics such as quality
of Bank operations, quality of policy advice, and knowledge management (World
Bank 2010).

In the beginning, the matrix worked fairly well because Country Directors (CDs) had fewer
countries and met directly with the Country Teams working on their countries. Country
Team members all knew each other and were an active part of the CAS and budget

discussions. Frustrations have mounted along the decentralization course and one staffer

even commented in a World Bank blog:

| think we are being too kind to the concept of matrix management, which is
fundamentally flawed. It does not merely merit a review; it deserves to be
abandoned completely. We should return to the unitary command structure that
we had before the matrix was introduced (World Bank 2008).

Hofman 2010 asks,
180



What factors have driventhe World Bank to become such a complex,
cumbersome apparatus where so much time is spent with internal processes,
sometimes surpassing the amount of client interaction and leaving only a small
fraction of time and resources for delivering the top notch technical expertise the
Bank is committed to? If it were client demands for more checks, controls, layers
etc. then, the Bank cannot but continue being complex and (sometimes)
convoluted. If the majority of clients and partners, however, are as confused as
many Bank staff by the Matrix, then the case for upholding this system is hard to
support.
Despite all the attendant problems, the matrix structure is considered by some to be vital
to separate the responsibilities for development effectiveness (i.e. knowledge) from
development efficiency (i.e. lending). Closeness to the client, including good personal
relations, continuity of key staff presence, and speedy responsiveness are paramount
principles of operations. To further enhance the decentralization process, members of the
Administrative and Client Support (ACS), group were contracted to individual sectors in a
formalized cross support work agreement where these staff were expected to be full
members of the sector families. Prior to decentralization, the ACS staff was mainly
providing secretarial services. However, their work content changed with decentralization

and they took on a more assistant to the operations function role (Okiria 2000).

To an outsider, this looks great. It connotes empowerment of country office staff, in
particular local staff. Also, it suggests that operational decisions are being made quickly
and locally, as opposed to suffering the bureaucratic delays in Washington, exacerbated by
the 10-12 hour time difference. Daniel Sellen in his World Bank blog March 24, 2010,
says that there is no doubt that decentralization has brought more positive developments to
both the Bank and the client countries and has, in fact, brought the Bank closer to its
clients. Unfortunately, he contends, this process has happened at the expense of country
office Staff, particularly locally-recruited staff (LRS), who have had to bear much of the
work and responsibility, sacrificing their work-life balance, without the necessary reward
and incentive systems being put in place. Many LRS manage tasks, are overwhelmed with
the demands coming from the government counterparts, and have the same or equal
responsibility and accountability as internationally-recruited staff (IRS). While the pace of

the Bank's decentralization has been unprecedented, the pace of the Human Resource
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Department to adjust to this new reality is considered to have been quite slow and has been
a big disappointment. The staff of the Uganda country office, have in several staff

meetings, reiterated this position.

In a meeting held in November 2010 to discuss the compensation package, the Uganda
staff reiterated their appreciation of the decentralization strategy and affirmed their
commitment to it, recognizing that it is fundamental to delivering the Bank’s mission in the
current century. However, the bone of contention was the HR policies in general and
specifically, the compensation package. The staff argued that the HR policies had been
out-paced by the decentralization agenda, leaving the LRS, overworked and inadequately

compensated in comparison to their internationally recruited counterparts.

This current research finds that benefits, career development and opportunities remain an
elusive dream for most LRS. Simply put, the enormous amount of responsibility and
accountability given to LRS resulting from decentralization has not been matched by the
Bank's reward and incentive systems. Many years after decentralization has taken place,
LRS, to this day, are still talking and dreaming about career development, cross-country

and cross-regional exposure, educational benefits.

Although the impact of this continued internal discord on the delivery of the
decentralization strategy may be hard to measure in real terms, there is no doubt that it has
a detrimental effect on the delivery of services to the clients. In response to this debate, the
Bank has proposed the ‘Global Bank’ decentralization initiative which proposes three
options that have been studied for feasibility including: extending the current ‘hub and
spoke’ model; decentralizing to regional or sub-regional hubs that complement country
offices; or decentralizing to fewer but larger offices in strategic locations that complement
country offices (World Bank 2010).

While grappling with ‘soft’ people issues, the Bank has made better progress with its
‘hardware” - knowledge and information technology strategies. Better access to
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information is a prerequisite for a more decentralized Bank thus, the knowledge strategy
for the World Bank formed a core element of the internal reform agenda. It was closely
integrated with operational improvements to the matrix, work on decentralization options,
Human Resources (HR) reform, Information Technology (IT) renewal, Investment
Lending (IL) reform and results agenda. There are clear linkages among the internal
reforms. For example, effective decentralization must be accompanied by knowledge
management reform to keep decentralized staff abreast of global developments, and
improvements in the matrix are needed to increase the flow of staff and knowledge across
regions and networks. The causality runs both ways. By locating staff closer to clients,
decentralization supports investment lending (IL) reform and the deepening of country-
level tacit knowledge. IT reforms increase connectivity and knowledge capture and
retrieval, which are crucial to enhance knowledge services and realize the full benefits of a
decentralized Bank (World Bank 2008).

Technology innovation is a rapidly changing environment. As the pace of the World Bank
Group’s business innovation is accelerating, Information Management and Technology
changes will need to be at the heart of the proposed solutions. According to industry
experts, the pace of technology innovation is projected to continue to accelerate rapidly.
The scale and scope of these changes will have broad and far-reaching impacts on the

Bank’s business model.

Through the Strategic Compact and the Cost Effectiveness Review in 1999, the leadership
of the Bank called for the comprehensive renewal of the information systems to play a vital
role in realizing the vision of a stronger, more effective World Bank: able to deliver higher
quality services to the clients, more rapidly, at lower cost, and able to easily share
development knowledge and expertise with partners and clients through a global network
(World Bank 2001: 13). Overall, the information systems renewal was envisaged to

provide:

1. Higher quality services,
2. Faster speed with clients access to the Bank’s knowledge being accelerated and
transaction costs reduced,
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3. Best practice with the Bank leveraging its comparative advantage in providing
international best practice,

4. Further decentralization with a better knowledge management system facilitating
geographical dispersion,

5. Stronger capacity building with genuine partnership being facilitated through the
sharing of knowledge with clients and stakeholders,

6. Better incentives for excellence: with knowledge generation and dissemination at
the center of the Bank’s development role,

7. Greater development impact: all of the Bank's products and services will benefit
in terms of better information and analysis, design, implementation and feedback.

8. On-line communities with an environment for diverse individuals and groups
concerned with economic development to exist side by side (World Bank 2001).

While investments in knowledge management would facilitate internal and external access
to development knowledge, the information systems renewal was envisaged to enhance
interconnectivity and consolidate internal management information systems. Bank staff
and stakeholders have found that relevant information was, generally, too difficult to find.
Informed decision-making requires confidence in easily verified sources of data. Bank staff
expected to be able to easily sort through information sources and identify relevant
experience that could be applied to new challenges, including contacting colleagues who
could provide context and current thinking related to formal reports. Business risk
managers also expected access to information to be provided in a manner whereby all
official records relevant to fiduciary, legal, and social responsibilities were fully captured
and appropriately disclosed (Acuc 2009).

When the Bank decided to create a ‘one-stop-centre’, replacing over 65 systems, with SAP,
for the renewal of its information systems in response to the Compact, the change agents
called for ‘Renewing the Way We Work’. The Bank introduced integrated systems and
data management meant to address the business needs of administrative and financial

systems and operations businesses processes (World Bank 2001).

The new Operations Procurement System was implemented in FY0O0 to help task teams

facilitate procurement planning and monitoring. Its introduction was accompanied by

training and the establishment of a task force on disbursement and procurement issues to

identify and mitigate causes of disbursement delays. During FY01, the new system was
184



modified and simplified in response to feedback from the Regions, and training continued
throughout the year. Further development and simplification of the system, such as e-
documents submission was in progress, and integration of implementation completion
reports and a database of complaints from bidders were planned for FY02 (World Bank
2001: 27). The ‘Operations Portal’ provided task teams with an integrated web-based
workspace to simplify day-to-day project management. At its rollout, only lending
products were available on the Operations Portal and step-by-step process support
provided by the Roadmap was available but additional product lines were to be added
gradually. The Operations Portal provides task teams with an integrated workspace that
can be used to simplify day to day project management. The staff of the Uganda country
office confirm that the availability of this one-stop-centre has, greatly, enhanced their
ability to deliver results to the clients by reducing time spent on obtaining data and overall
simplification of day-to-day business (World Bank 2001).

World Bank staff and stakeholders have found that increasingly complex deliverables and
processes require more collaboration and coordination globally. Geographically dispersed
staff work on several products at different points in the business process, while
expectations remain that project collaboration support will include guidance on official
processes and automatic work flow around key documents. Effectively leveraging global
development expertise requires facilitation of communications among communities of
practice. Effective collaboration with external experts, clients, and partners across
organizational boundaries is a key requirement, accompanied by provisions for access
control based on authorizations, which also requires support for changes in organizational
culture and incentives (World Bank 2008).

Collaboration tools are a relatively new technology with new business models and a
different model of information ownership. Current collaboration patterns in the Bank focus
primarily on email circulation, one of the most widely used collaborative tools.
Videoconferencing of meetings is widely used in the Bank and to a limited extent audio
conferencing. There is limited use of text messaging (World Bank 2008). The global
communication networks such as the ‘DAMA’ has reduced communication costs and
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enables all offices world-wide to communicate easily and at affordable costs. There are
increased usage of audio and video-conferencing being carried out at the Bank’s office in
Kampala, with government officials and donor partners and other parties across the world.
At the introduction of the Compact, the office did not have any video-conferencing facility
but it now has four facilities and audio-conferencing can be done by all the staff, right at
their desks.

The administrative systems such as time and leave recording, travel authorization and
reimbursement, critical financial business processes for loan disbursement, payment of
staff and consultants, 24X7 availability of IT services and help desks are all real time and
accessible from any Bank office, worldwide. All managers are provided with black-
berries, the security management team with cellular phones, home internet connectivity,
VHF radios and satellite telephones. Hardly any of these technological advancements
existed in the first phase of the implementation of the decentralization strategy. Bank
staffs rely, daily, on their desktops and notebook computers, phone systems and
applications such as email, intranet and Microsoft applications.

The Bank also offered prepaid e-learning courses such as Bank Operations and Harvard
Business Online, available to all staff at all levels. This use of technology was
instrumental in leveraging and enhancing the Bank as a ‘Knowledge Bank.” The World
Bank committed itself to becoming a ‘global knowledge bank’, using knowledge to

improve the development effectiveness of its work (World Bank 2001).

The Integrated Records and Information Service (IRIS) electronic filing system was
introduced to move the organization to paperless filing and it was also envisaged to
enhance the accessibility of documents by all relevant groups which would reduce the
problems that had continuously been experienced with the manual filing and retrieval
system. Furthermore, the speedy development of the SAP/World Bank software package
was a major achievement resulting in the Bank having an enterprise-wide system that is
available real time and in a transparent manner, globally. However, its operationalisation
proved difficult at the beginning resulting in a longer and deeper ‘performance dip’ than

was anticipated (World Bank 2001: 32-33).
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The changes in technology were crucial because now all staff in decentralized locations
had access to the same information which had previously been centralized. In 2008, the
Bank also created ‘Client Connection’ a secure website that offers government officials
and project implementing agencies quicker access to information about their portfolio and
the Bank's country analytic work. Bank staff and stakeholders found that increasingly
differentiated client base required global solutions customized to local conditions. A
premium on speed of response through close proximity to clients and access to cutting
edge global knowledge and skills requires anywhere, anytime information access to
enterprise knowledge bases. Partnership and stakeholder engagement required connecting
practitioner knowledge from internal and external sources. The focus on country dialogue
and the Bank’s ‘convene and coordinate’ role also leverages geographically dispersed
teams. Bringing new staff up to speed quickly requires standard global operational
processes that are easy to learn. This enhanced the decision making capability thus,

providing real time response to the clients on the ground (World Bank 2009).

Additionally, Bank staff and stakeholders have found that they must manage reputational
risks that may affect the Bank’s credibility in the development and crisis response arenas,
while managing financial risks through IT systems that are the ‘point-0f-proof” for
demonstrating compliance with audits, fiduciary ratings and industry certifications. It is
also imperative to manage the information security risks associated with new broadly
decentralized information technologies like websites, while ensuring there is secure access
to information anywhere, anytime without restricting innovation, collaboration, or
transparency (World Bank 2009).

The Bank’s Information Management and Technology (IMT) department recognised the
need to balance rapid innovation with imperatives of security, business continuity,
information management and transparency. Additionally, it needed to extend business
continuity beyond decentralizing the Bank’s data centres and functionality of country
offices, while retaining key IT knowledge and control of key business systems through
careful sourcing and succession planning. The institution proposed to develop an
information authorization framework to better balance reputational risks with growing
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expectations of open information access, while retaining focus on ways to leverage IT for
staff personal safety and security on a global basis. From both the technology and business
perspectives, there is a need to refine the Bank’s ability to quantify measure and

consolidate risk and technology can help (World Bank 2009).

According to this research’s findings, the comprehensive renewal of the information
systems strengthened and made the Bank more effective in the delivery of its products and
services by providing the clients with relevant and timely development knowledge and
expertise required to enhance the fight against poverty through the global networks. The
findings also confirm studies by Edwards (2002); Olugbode, Richards-and Biss (2006) et
al, proposing that information systems, when properly aligned with the strategy,

contributes to an organization’s achievement of its objectives.

However, there is no documented evidence on the extent to which technology has
enhanced the decentralization strategy in Uganda but, nevertheless, preliminary research
indicates a strong positive relationship which can be explored further during a primary
research thus, providing an opportunity for further research.

The Compact apart from changes in the structures and systems, also introduced several

supportive policy and procedural changes which will be discussed in the next section.

6.4 PoLICIES AND PROCEDURES

Preliminary research demonstrates that the Bank had indeed simplified its procedures in
order to be more responsive to the client. The Bank has modified its procurement and
operational manuals in a bid to simplify its procedures. Procurement guidelines were now

much more simplified and transparency in the implementation process has been enhanced.

With regard to drug procurement for instance, previously, the Bank’s rules insisted on
international procurement of vendors regardless of whether or not they were registered
with the Uganda National Drug Authority, blatantly ignoring the country’s rules.

Consequently, when a non- registered vendor won the bid, it would take up to six months
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to obtain registration. The Bank subsequently amended its regulations to adhere to the

Government’s regulations (Okwero 2000).

The Bank’s assistance programme to Uganda is now delivered through both Investment
and Development policy Loans/Credits. In FYO04, for instance, the portfolio was made up

of four types of Investment Loans/Credits:

1. Specific Investment Loan/Credit (SIL)— 14 projects (or 64% of the number of
projects in the portfolio),

2. Adaptable Programme Loan/Credit (APL) — 4 projects (Roads Development
Programme, Roads Development Programme Phase 2, Energy for Rural
Transformation, and HIV/AIDS Control Project),

3. Learning and Innovation Loan/Credit (LIL) — 1 project (Makerere Pilot
Decentralization), and

4. Technical Assistance Loan/Credit (TAL) — 2 projects (Second Economic and
Financial Management Project and Road Sector/Institutional Support) (World
Bank 2004)*"

Investment Loans/Credits accounted for about 81-100% of total Bank lending to Uganda
compared to 75-80% of total Bank lending. The Adjustment Loans/Credits accounted for
0-19% of total Bank lending to Uganda compared to 20-25% of total Bank lending.
Uganda is one of the countries with the longest experience with the Poverty Reduction
Support Credit (PRSC). Lending through PRSC has increased from 42% of total IDA
lending and grants to Uganda in FYO01 to 79% in FY04. Of the credits and grants approved
so far in FYO05, budget support accounts for about 46% of the total (Uganda Country

Portfolio Performance Review 2004: 29).

The purpose of a Country Portfolio Performance Review (CPPR), which is carried out on a
three year cycle is to:

1. Learn from implementation experience to improve both the implementation of the
existing portfolio and the quality of projects entering the portfolio;

2. Reinforce borrower ownership of Bank-financed projects;

3. Provide input into the design of the future Assistance Strategy; and

4. Ensure the continued relevance of projects in the portfolio for sector strategies.
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By 2005, the Bank’s portfolio in was among the largest in Africa; fourth after Ethiopia,
Tanzania and the Democratic Republic of Congo. The US$886.9 million portfolio
commitment was the most immediate instrument for the Bank to achieve impact on the
ground that it sought in Uganda. The portfolio was also one of the mechanisms of
implementing the Bank’s Country Assistance Strategy (CAS), the latest CAS having been
built upon the country’s own Poverty Eradication Action Plan (PEAP)/ Poverty Reduction
Strategy (PRS), as envisaged in the decentralization strategy (World Bank 2005). Official
Development Assistance (ODA) increased from US$192 million in 1986 to US$1.79
billion in 2009. Relative to GDP, total ODA to Uganda stood at 5 percent in 1986, peaked
at 25 percent in 1992, and averaged 14 percent from 2004 to 2008 (World Bank 2009).

The CPPR 2004, unlike the previous CPPRs, put special emphasis on results on the
ground. This enabled tracking of records of Bank-assisted projects/programmes in
Uganda, how the Bank could best contribute to outcomes, and how to leverage the ongoing
portfolio to achieve intended outcomes. This change in policy and process enabled the
tracking of Bank projects in Uganda focusing on their outcomes, sustainability, and
institutional development impact. The CPPR review also includes establishing whether or
not projects meet their objectives, their sustainability, creation of institutional capacity,
how the Uganda Government performed in terms of project preparation, implementation
and compliance with covenants, the Bank’s performance at project’s entry into the
portfolio and during supervision and how well Uganda had done vis-a-vis Africa Region
and the Bank (World Bank 2005). The Bank also analyzed the extent to which the portfolio
was consistent with Government’s PEAP/PRS, checking for responses in development
priorities of the government as reflected in the PEAP or whether amendments were

required to make some projects in the portfolio more relevant (World Bank 2005).

The CPPR (2004) also assessed the consistency between actual Bank lending programme
and the Bank CAS for Uganda. This is done in the context of the country’s longer-term
strategic goals (PEAP), to which the Bank’s CAS was aligned. Later CPPRs also continued
to monitor this (World Bank 2005, 2008). The Poverty Reduction Support Credits (PRSC)
was the principal instrument to deliver the strategy. The PRSCs incorporated PEAP
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targets, and they evolved over time as the strategy was executed and they were later, found
to be consistent with the Millennium Development Goals (MDGs) which were introduced
after the PRSCS (World Bank 2005; 2008).

The Bank’s Lending Strategy, as promised in the Compact, was an emphatic shift from
‘business as usual,” conducted primarily through the Ministry of Finance. The Bank
focused significant effort in engaging spending ministries and civil society in the
development effort and shifting lending modalities to ‘disburse against progress in policy
and institutional reforms.” PRSCs were, implicitly, the default lending option, with self-
standing projects restricted to ‘capacity building and infrastructure investments directly
targeted to poverty alleviation and private sector development,” and where institutional
strengthening was needed for improved service delivery. Programmatic and project
lending were to be supplemented by a second-phase social fund, as well as sectoral
operations in local government reform. Migrations to programmatic lending through PRSC
instrument were fairly successful. The choice of this lending instrument was consistent
with the GOU’s preference for donor funding through budget support (World Bank 2005).

However, there were and still are, several issues that have been found to be a constraint to

implementation:

Delays in project start-up/effectiveness,

Inadequate public capacity and institutions,

Weak GOU-donor coordination/high transaction costs,

Weak procurement management/delays and costs,

Weak financial management/audit delays,

Shifting towards an integrated donor programmes reviews process,

Inadequate counterpart funds, and

Uncoordinated monitoring and evaluation/multiple reporting requirements (World
Bank 2005, 2008, Bing Li et al 2005).

NN E

In order to address these problems, the 2004 CPPR, in the spirit of being more responsive
to the client, proposed streamlining effectiveness conditions, involving parliamentarians in
project preparation instead of bringing them on board at the end of the process, aligning
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Government project preparation timetable with that of IDA and harmonizing negotiations
with parliament approval. Now, projects under preparation have fewer conditions of
effectiveness which are mostly related to financial and procurement management capacity
and other issues related to preparedness for project implementation. However,
Parliamentary approval has continued to delay effectiveness of projects. It still takes about
six months from the date of approval to effectiveness (World Bank 2005: 2007). In an
attempt to address this issue through more interactions with the Bank, Ugandan
Parliamentarians are now involved earlier in World Bank-financed projects, a key measure
that strengthens the dialogue and engagement between the World Bank and Members of
Parliament. In a pilot programme announced in December 2007 the Uganda Country
Manager promised the Parliamentarians access to World Bank teams, with Government
counterparts, to brief parliamentary committees periodically on topical development issues
and Bank-supported projects (World Bank 2007). At the launch of the Parliamentary
Network on the World Bank - Uganda Chapter (PNoWB - Uganda Chapter), on December
13, 2007, the Country Manager said ‘These important steps will not guarantee that we
agree on every point but that we will take time to listen to each other and understand each
other better’ (World Bank 2007).

Another area of concern was inadequate public capacity and institutions, particularly, the
shortage of qualified staff, especially, in the Local Government and community capacity
structure. The Bank, consequently, focused on GOU capacity building and institutional
development/strengthening as well as improving incentive structure. The GOU also took
some actions to improve capacity in procurement and financial management (World Bank
2005).

Problems/weaknesses associated with GOU/donor coordination were fragmented systems
for general supervision, financial management, procurement, disbursement and monitoring
and evaluation. This was addressed by strengthening the capacity of GOU for
coordinating donors, develop and disseminate guidelines on financial and procurement
procedures to Local Governments and streamline donors’ modalities for

audit/procurement/reporting requirements for Local Governments and joint supervisions.
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The problem of fragmented approaches to financial management was addressed through
Country Integrated Fiduciary Assessment (CIFA) process which was one of the first
exercises by Development Partners and the Government to adopt an integrated and holistic
approach to the assessment of Public Financial Management (PFM) (World Bank 2005).

With regard to procurement management, several weaknesses were identified. These are
lack of clarity regarding procurement procedures; low approval thresholds; weak capacity
in ministries; delays in tax inclusive contracts under donor financed programmes, higher
costs of works, services and goods; weaknesses related to capacity in the Bank’s country
office and delays in Bank clearances. To rectify these problems it was agreed to distribute
procurement procedures to line ministries, build capacity of both procurement committees
in ministries and country office, and provide technical assistance in reviewing,
streamlining and rationalizing tax treatment under donor programmes. Subsequently,
actions were taken to improve capacity in procurement, culminating into the Public
Procurement and Disposal of Public Assets Authority (PPDAA) which was established
under the new Procurement Act and the Central Tender Board, which had been rife with

mismanagement and corruption, was abolished (World Bank 2005).

The legal and regulatory framework governing public finances was enhanced through the
enactment of the Public Finance & Accountability Act (2003). Capacity building was also
carried to improve the accounting and audit profession and their contributions to the public

sector management (World Bank 2005).

There were a number of inefficiencies and inconsistencies arising from the existence of
different evaluations of donors’ programmes. This was corrected through the development
of mechanisms for improving GOU-donor coordination and joint country portfolio review
by donors, especially on cross-cutting issues. Progress made so far includes the
coordination mechanisms developed by GOU and donors, culminating into the Uganda
Joint Country Assistance Strategy (UJAS) which was an additional mechanism for donor

harmonization (World Bank 2005). However, beyond the period of study, this research
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established that due to too many problems arising from the UJAS, the World Bank reverted
to its CAS programmes (World Bank 2009).

On counterpart funds, the key issue identified was untimely counterpart fund releases for
IDA-funded projects, especially at district level. To correct this, the Government, with
development partner agreement, makes provisions for counterpart funds in sectoral ceilings
(World Bank 2005; 2009). In spite of these provisions, this research finds that the issue of
counterpart funds is still being cited as impeding project implementation for the few
projects that the Bank still supports. The concept of ‘In-kind” Counterpart Funds
contribution is now being accepted under IDA-assisted projects such as Northern Uganda
Social Action Fund (NUSAF) and Local Government Development Programme (LGDP),
and IDA is considering flexible approaches to the problem including a higher percentage
of project costs and financing of taxes (World Bank 2005; 2009).

Prior to the Compact, the World Bank’s overall approach to procurement was designed for
traditional investment projects, which generally consisted of a limited number of large
contract packages. The Bank relied primarily on the procurement skills of engineers with
experience in implementing infrastructure projects (World Bank 1997 & 2005; Kayani
2005 & Olowo 2006). In 1997, the Strategic Compact identified procurement as one of the
core functions that needed improvement. In addition, a growing recognition of the pivotal
role procurement plays in implementing an effective anticorruption agenda had brought
about a new emphasis on procurement as an element in public sector management. All of
these factors indicated a need to strengthen the Bank’s procurement function. Thus, the
Bank set out a reform strategy in ‘The World Bank Procurement Function—Adjusting to
Emerging Needs’, which was discussed by the Executive Directors during a Board seminar
on November 20, 1997 with the aim of:

1. Improving the efficiency of fiduciary oversight;
2. Implementing a more systematic approach to help clients improve their national

procurement systems; and
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3. Building internal capacity to successfully discharge such responsibilities (World
Bank 1997).

Although progress was made, the Bank’s efforts, since 1998, to strengthen up-front
procurement project work, develop risk assessment instruments, strengthen the Bank’s
procurement capacity, and the Bank’s ability to fulfil its fiduciary obligation through prior
review of procurement important, challenges remain—in the areas of compliance,
promoting effective procurement systems in client countries, and building capacity within
the Bank (World Bank 2002).

The 2007 Country Policy and Institutional Assessment (CPIA) rates Uganda’s PFM
systems at 4.0 for, higher than the average for all IDA borrowers (3.2). Several PFM
reports for Uganda have noted the substantial progress in improving Public Financial
Management (PFM) systems. In recent years, Uganda has been rated consistently as being
above the average for Sub-Saharan Africa. Uganda’s legal framework for PFM is highly
developed. Major improvements have been made in budget classification, budget
formulation, improving the credibility of the budget and minimizing overall deviations,
making the budget more in line with agreed strategies and policies by adopting a medium-
term expenditure framework (MTEF), successfully implementing the Oracle-based
Integrated Financial Management System (IFMS) across the whole of central government

and several local governments, and external audit (World Bank 2008).

It is argued, therefore, that the Bank, in partnership with other development actors has
instituted and implemented viable changes in policies and procedures which can
contribute, significantly, to poverty eradication in Uganda. However, one of the greatest
challenges is in implementation, which is the responsibility of the Government and its
citizenry. Many factors have been cited as reasons for persistent implementation failures
including: lack of capacity (despite so much funds being spent on capacity building), lack
of political will (regime maintenance by ‘illegal’ beneficiaries), et al. Without these issues

being addressed, the benefits envisaged by the Compact will not be fully realised.
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Table 6.2 below shows the performance of both the Bank’s and Government’s policies and
procedures during the period 2006 to 2009. The Uganda Country Assistance Strategy
(CAS) supports the country’s Poverty Eradication Action Plan (PEAP) and the information

below shows areas requiring improvements on both the parties’ part.
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Table 6.2: Bank and Government Performance during Uganda CAS Implementation,
FY2006-09

What did the Bank do well?

Quality and impact of analytical work: ESWs (CEM, PERs) had significant impact as
evidenced in policy priorities of GoU and in subsequent lending operations.

Supporting government reforms; sector dialogues led to reforms in some sectors (e.g. in
roads, education) but not in other sectors (e.g. health, agriculture).

Using PRSCs to address policy reforms with cross sectoral importance.

Post conflict development: the Bank played an important role in supporting GoU

with post conflict rehabilitation of northern Uganda.

Portfolio performance relatively good and disbursements higher than the Africa region
average.

What did the Bank not do well?

Limited results focus: the Bank elaborated a joint assistance strategy in the spirit of the

Paris Declaration, but the CAS was of limited operational value because of the weak results
framework. For example, indicators were often irrelevant to planned Bank interventions;

targets were too ambitious; data for indicators was not available or not observed

frequently enough to measure progress; or change in indicators could not be attributed to

Bank interventions.

Limited selectivity: the Bank was engaged in almost all sectors of the PEAP, alignment with
Government strategy does not imply that the Bank needs to have an active lending portfolio

in all areas.

Limited focus on the governance agenda: the Bank lacked a clear focus for interventions o address governance
challenges and did not make much progress on advancing public service reform, good governance and
accountability.

What did the Government do well?

Maintenance of stability and growth; the Government managed to maintain
macroeconomic stability and continuous growth with prudent fiscal policies.
Realignment of budget priorities towards infrastructure, in line with CEM and PER
recommendations.

Suggesting and pursuing policy reforms in complex areas, including the roads and energy
sectors.

Effectively achieved stability in northern Uganda.

What did the Government not do well?

PEAP as a planning tool: the Government did not use the third PEAP as the central

framework for policy making, budgeting, implementation and review in the CAS period.

Limited results focus; no clear results framework to measure progress of PEAP implementation.

Implementation challenges: lack of effective coordination and clear division of labour between main actors
(MoFPED, OPM, NPA) led to weak implementation of the PEAP.

Inequality; the Government did not adequately address inequality, as evidenced by poverty

headcounts in the north and northeast.

Effectiveness delays were a recurrent problem during the CAS period, mainly due to long parliamentary
approval processes and lack of sufficient consultations between the Bank, relevant

Government institutions and Parliament.

Source: World Bank 2010
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The Bank also changed its culture to be supportive of the decentralization strategy and the

next section sought to establish what these changes were in the Uganda office.

6.5 CULTURE CHANGES IN THE UGANDA COUNTRY OFFICE

The Bank needs to find a better balance between the hardware of change (strategy,
structure, process, systems) and the software (culture, behaviours, mindsets, management,
and leadership) (World Bank 2003). Given the formidable task of changing the Bank's
culture, and the interdependent nature of hardware and software, the software does seem to
have received a proportionately low amount of attention, discipline, measurement,
reflection and resources. The contention is that many of the transformation's limitations
result from a tension between the mindsets and behaviours required by change designs and
vision, and the existing culture. This is especially true of managers: they have three
demanding if overlapping change roles: modelling new behaviours, communicating change
to their staff, and coaching their staff to help them develop the new behaviours themselves.
Few come fully equipped for these tasks, and little was done, except through the Coaching
Programme, partially by EDP and on a small scale by LDG Leadership Partnerships, to
help them develop these competencies (World Bank 2003).

The cultures of client focus, pragmatism, innovation, listening, teamwork, professionalism,
trust and focus on results, that the Bank actively sought to enhance, were adopted by the
country office in the move to fulfil the goals of decentralization.

Client focus was fulfilled through the creation of strong Country Directors (CDs) and
relocation of functions and staff to the CO. James Adams was the first CD for ‘Country
Department 4’ (Uganda and Tanzania) based in Tanzania. The presence of the CD in the
Region enabled the office not only to respond more quickly to the issues in country but
also to have a better understanding of the client’s country specific needs as attested by the
clients themselves in the Client Surveys (1999 & 2003) (appendices Il & 1V). Adams,
later led a Bank-wide move to focus more on pragmatism from a previous culture of
perfectionism in the ‘over processing’ of official documents. The Surveys also revealed
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that according to the clients, the Bank had improved in its listening skills from a culture of
arrogance and they were using the country’s systems (the donor partners have played a

major role in strengthening of these systems) more.

The 1999 Survey, however, revealed the clients’ dissatisfaction with the Bank’s ability to
adapt its knowledge to the Uganda’s needs, including involving the participation of
beneficiaries and local project experts and respect for local culture. The 2003 Survey did
not show a marked improvement in these areas. Participatory development assessment has
been more concerned with ‘efficacy’ and ‘efficiency’ in general. It has been attributed to
the implementation of participatory methodologies (Possoni & Kumar 2005). But the
evidence on the development effectiveness is mostly anecdotal and rigorous evaluation
studies are lacking (Robino 2009).

Review of secondary data has not revealed the following aspects of cultural change in
Uganda country office and this presents an enormous information gap requiring further

research:

Risk aversion vs. innovation,
Individualism vs. teamwork,
Patronage vs. professionalism,

Fear vs. trust, and

Focus on process vs. focus on results

agkrownE

6.6 CONCLUSION

There is a renewed emphasis on the need to undertake decentralization reforms and to
enhance participation in development and this has gained momentum in the most
influential development institutions, multilateral and bilateral donors, developed and
developing countries government, Non-Governmental Organizations (NGOs) and research
institutions (Robino 2009: 15). The definition of decentralization and participation are a
contested field and important debates have been held among development practitioners and

scholars on these topics. Participation has been described as a means and an end: as a
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means to improve policies or project effectiveness, efficiency and sustainability (Robino
2009: 16).

The decentralization reforms in the Bank have taken place but these processes, have been
neither participatory and democratic nor, inclusive (Blackburn 2000; Grindle 2007;
Johnson 2001; and Robino 2009). Some degree of country office participation is a pre-
condition for effective decentralization although some may argue that participation and

decentralization have a ‘symbiotic relationship’ (Litvack et al, 1998).

Frequently, decentralization reforms have implied more responsibilities but not more
resources and power and Uganda country office’s case as it is in the rest of the country
offices, the locally recruited staff (LRS) compensation has not responded to these changes,
resulting into an inevitable friction between LRS and management, and LRS and

internationally recruited staff (IRS).

This research finds that the matrix is better suited to delivering the Bank’s decentralization
strategy and that going back to its former hierarchical structures is not a viable option. In
order to deliver more services to the client, in an operationally more efficient and more
effective way, the Bank should assess why the matrix is not working as planned and take

remedial action.

The participation of the Uganda country office staff in the Bank’s overall mission is
critical, however, although there is significant documentation of the introduction of the
Compact Bank wide in general terms, the implementation of decentralization in Uganda
and the resultant changes have not been systematically, documented. This significant
information gap is an area suggested for further future research.  The information gaps

found during the secondary analysis, specific to the Uganda country office includes:

e Participation of Uganda CO staff in strategy development;
e Technology and systems renewal;

e What the increase in CO-based task leadership was;

e How the role of CO sector staff was enhanced,;
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What country management services were to be provided from the COs;
How the teams of international and local staff were formed;

How staff were managed as a regional resource;

How sector staff were realigned according to sector/client needs;

e Customization of regional decentralization initiatives;

e Skills renewal efforts and strategic planning;

e The New Compensation System and its fit with new requirements and,
e What cultural changes took place.

The hypothesis is that there is a link between decentralization and poverty reduction, in
Uganda. In theory, as a result of more direct involvement of beneficiaries in allocation of
resources and in oversight of implementation of decentralization, it is expected to have led
to higher effectiveness and efficiency. This study, therefore, goes beyond just establishing
how decentralization was implemented in Uganda and attempts to establish the impact on

poverty trends in Uganda.
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CHAPTER 7

THE IMPACT OF THE WORLD BANK’S DECENTRALIZATION STRATEGY
ON POVERTY TREND IN UGANDA.

7.1 INTRODUCTION

This chapter focuses on examining the decentralization goals of the World Bank, as
defined in its Strategic Compact and how their implementation has impacted on the trend
of poverty in Uganda. Having reviewed Uganda’s poverty trend over the period of study,
this chapter proceeds to analyze the objectives of the decentralization strategy (client
responsiveness, country ownership, partnership measures, integration of global and local
knowledge and cost effective support) and concludes by analyzing the impact of their
implementation on poverty reduction. As already stated, due to the multiplicity of the
factors contributing to poverty, it is not possible to establish a causal or direct relationship
between decentralization and poverty trends. Nevertheless, because the evidence strongly

suggests that there is some relationship, this research focuses on the positive relationship.

Decentralization has been advocated by donors because it is an important factor in
broadening citizen participation and improving local governance thereby promoting
poverty reduction from the bottom up. An unambiguous link, however, between
decentralization and poverty reduction cannot be easily established (Jutting, & Kauffman
quoted by OECD 2004).

One of the major premises of the Compact was that through decentralization, the Bank
would achieve its goal of poverty eradication and sustainable economic development by
devolving power and resources to the country offices. This is consistent with the generally
accepted notion that decentralization reforms are a necessary response to the failures of
highly centralized states and the World Bank with its immense power and bureaucracy,

backed with significant financial clout, is really like a government.
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Dasgupta (2007: 5) argues that the GDP or the Human Development Index (HDI) is a
measure of long-run human well-being and the movements in these factors is, therefore, a
poor basis for judging economic development. HDI is measured on a scale of 0 to 1, as an
aggregate of three indicators: longevity, knowledge and command over resources needed
for a decent life. In advocating HDI over GDP, the UNDP (1994: 14-15) castigated the
proponents of GDP as an index of an economy’s well-being on the grounds that it is a
measure of a country’s ‘opulence’. However, this argument has been found to be faulty in
two respects: firstly, opulence is a stock concept and GDP is not a return on any index of
opulence. Secondly, it is not a mistake to seek to measure a society’s well-being on an
index of opulence; the issue should be the right measure of opulence (Dasgupta 2007: 6).
Other proponents and critics of HDI include Haq (1995) (quoted by Klugman, Rodriguez
& Choi 2011)*; McGillivray and White (2006) (quoted in the World Development Report
1991); Davies and Quinlivan (2006) (quoted by Davies 2009) and Hastings (2009).

However, GDP is the main method used for tracking poverty in Uganda and Uganda’s
trend analysis is shown below in figure (7.1). The ‘poverty line’ is the US$1 per day, as
established by Appleton (1997).

! Hastings, (2009) discussed proposals on how to fill the gaps in the Human Development Index.
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Figure 7.1: Population Living Below the Poverty Line

Uganda Population on below poverty line (%)

60

50

Percentage
N
o

w
o

20

10

2000 2001 2002 2003 2004 2005 2006

Source: CIA World Factbook, 2008

The demand for evidence based decision making has reached unprecedented levels today
more than ever before. The level of data usage has extended not only to cover basic
administrative data but also to include more detailed household level information.
Household surveys therefore, have become an invaluable source of information for
monitoring outcome and impact indicators of national and international development
frameworks. This research has, therefore, examined some qualitative data to track the
progress on poverty reduction.
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As a key contributor to the monitoring framework, Uganda Bureau of Statistics (UBOS)
has conducted large-scale surveys since 1989. The surveys have had a nationwide coverage
with varying core modules and objectives. The 2005/06 round of household surveys was
yet another in a series conducted by UBOS. The last household survey was conducted in
2002/03 with a focus on labour force and informal sector in addition to the standard Socio-
economic module. In 2005/2006, the survey carried an agriculture module in addition to
the Socio-economic module. The surveys primarily collect socio-economic data required
for measurement of human development and monitoring social goals with special reference
to the measurement of poverty under the Poverty Eradication Action Plan (PEAP) and

Millennium Development Goals (MDGs) (Uganda National Household Survey 2006).

The absolute poverty line defined in Appleton (2001), obtained after applying the method
of Ravallion and Bidani (1994) to data from the first Monitoring Survey of 1993 was used.
The poverty line was revalued into 1997/98 prices using the Consumer Price Index (CPI)
and compared with the adjusted household consumption data (Uganda National Household
Survey 2006). Thus, the main finding is that, the incidence of income poverty declined
significantly between UNHS 2002/03 and UNHS 2005/06 for Uganda as a whole,

XXV

whichever poverty indicator (PO, P1 or P2)™" was used. The percentage of the population
living below the poverty line declined from 38.8 percent to 31.1 percent between the two

surveys (Uganda National Household Survey 2006).

At national level, poverty remained the same in urban areas. However, a significant decline
is observed in rural areas between UNHS 2002/03 and UNHS 2005/06. The percentage of
people in poverty declined from 42.7 percent to 34.2 percent, corresponding to a decline in
the number of rural people in poverty from 9.3 million to 7.9 million in rural areas. In
urban areas, the corresponding decline was from 14.4 percent to 13.7 percent, recording a
slight increase in the absolute number of the poor from 0.5 million to 0.6 million. Other
income poverty estimates (P1, P2) mirror similar trend as observed in PO. For example, the
P1 indicator which is related to the cost of eliminating urban poverty using transfers
decreased faster in rural areas by nearly 25 percent (from 13.1 to 9.7) compared to the 10
percent in urban areas (from 3.9 to 3.5) (Uganda National Household Survey 2006).
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Between UNHS 2002/03 and UNHS 2005/06, poverty headcount in Uganda fell by nearly
8 percentage points. There is need to investigate the robustness of this drastic drop over a
three year period. This is done by drawing on the theory of stochastic dominance. Each
point on a stochastic dominance curve gives the proportion of the population consuming
less than the amount given on the horizontal line. Figure 7.2 shows that for every possible
choice of poverty line, the poverty rate in 2005/06 is below that of 2002/03. Hence, there is
first order stochastic dominance. The precise choice of the poverty line is unimportant
because no matter what poverty line is chosen, the survey concluded that poverty fell
between the two surveys. Similar conclusions are reached for both rural and urban areas
(Uganda National Household Survey 2006).
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Figure 7.2 Poverty Incidence Curve for 2002/03 and 2005/06, Uganda
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Since the distribution of income became less unequal between 2002/03 and 2005/06
surveys, and growth in consumption was positive and strong, it is not surprising that

poverty declined during the period.
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Figure 7.3: Distribution of Major problems reported by Communities (%)
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Although the survey highlighted a number of problems (Figure 7.3) the poverty numbers
have been declining over the period of study. Although, it is difficult to attribute this
solely to the World Bank’s decentralization strategy given the numerous factors

contributing to the poverty quagmire, a positive relationship has been established.

According to the results of the 2000 National Household Survey data, 35% of Uganda’s
population lived below Uganda’s poverty line (Figure 7.1). This was a sharp decline from
1992 when it was estimated at 56%. However, due to the high fertility rate (7.3), the
absolute number of the poor marginally fell from 9.3 million to 7.8 million. There were a
core number of households in chronic poverty and a substantial number that moved into
poverty after being non poor in 1992. A third of the chronically poor and a
disproportionate number of households moved back into poverty in Northern Uganda.
More than 91% of chronically poor households and those sliding back into poverty live in
the rural areas. The dependency ratio is so high and the aging population (60 plus) has
declined from 5% in 1999/2000 to 3% in 2002/03. This research questions the current
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applicability of the poverty line at one dollar a day which was established over a decade
ago. Can a dollar now purchase what it could then? This research suggests that there

would be more people below the poverty line if the purchasing power was analyzed.

Uganda in 2007 had the third highest fertility rate in the world (6.9 live births per woman).
This has increased pressure on the land, the environment through soil degradation and
delivery of services. Uganda also has the highest dependency ratio in the world (World
Bank 2007). Ssendi (2008), reporting on how Uganda’s population is outpacing economic
growth said Uganda's growing population would lead to poverty, given the high rate of
unemployment and dependency levels and costly demands for improved health, education
and sanitation. The Uganda Country Economic Memorandum referred to this as Uganda’s
‘time bomb’ (World Bank 2006). Uganda's population is expected to double by 2025 to
over 50 million residents (UBoS 2005).

The population growth rate has outpaced both the SSA and the world wide rate (Table 7.1)
However, President Yoweri Museveni contends that Uganda is still under-populated and
needs a bigger internal market to boost the economy but, family planning experts say
improved social services like health care are not likely unless the population is controlled.
Development experts are also asking for improved efforts aimed at keeping girls in school
which many say could lower the number of young women having children. They urge the
international community to begin dealing now with the consequences of the likely

population explosion — rather than later (World Bank 2008).
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Table 7.1:

Population and Labour Force Growth in Uganda (annual percentage)

Growth 2002 |2003 (2004 |2005 |2006 PAverage
Uganda 3.16 3.20 |3.22 3.23 |3.23 3.21
Sub-Saharan Africa |Population [2.52 253 |2.49 [250 |248 250
World 1.25 1.25 121 1.22 |1.18 1.22
Uganda 3.00 3.12 |3.07 3.23 |3.27 3.14
Sub-Saharan Africa | Labour force | 2.50 2.42 |2.88 2.64 |2.66 2.62
World 1.60 1.50 |1.73 1.63 |1.52 1.60

Source: World Bank (2008b)

Figure 7.4:

Population and Labour Force Growth in Uganda — 2002 — 2006

(annual percentage)

3.40

3.20

3.00 *

2.80

Annual %

2.60

—&— Population growth

—— Labor force growth

220

N

2.00

1997

1998 1999 2000 2001 2002

Source: World Bank (2008b).

2003

210

2004

2005 2006



Data (Figure 7.4) shows that population growth of Uganda averaged around 3.21 percent
while annual labour force growth averaged around 3.14 percent over the last 5 years. Both
are higher than world and Sub-Saharan Africa averages. Projected population rate changes
of 4 other countries with similar GDP levels were compared with Uganda data; the results
show that average annual rate change in Uganda will be higher than the other countries in

the next two decades.

Uganda’s population growth rate of 3.4% is higher than the average for sub-Saharan Africa
of 2.1% (UNDP 2004). Uganda has a young population with people below 15 accounting
for as high as 49.3% of the total population. Only 4.5% is above 60 years. A large young
population in an environment of high levels of fertility creates a population momentum.
This situation has a substantial impact on the socio-economic development of an
individual, the family, the country at large, and on the natural resource base (World Bank
2008).

A high population and high dependency ratio also affects the accessibility to, affordability
and the quality of health services. Poor health leads to poverty and vice versa. According
to WHO (2001) report on macroeconomic and health, the main components of ill health in
low income countries include HIV/AIDs, malaria and tuberculosis (Sachs 2001). Ziglier
and Griffiths (2000) demonstrated how disease is a severe barrier to economic growth.
The Participatory Poverty Assessment of Uganda identified ill health as the most
frequently quoted cause and consequence of poverty by the poor (Economic Commission
for Africa— Uganda, 2003: 29).

The government has taken a multi-sectoral approach to addressing ill-health. For example,
health education on maternal and child health, family planning and the prevention and
control of HIV/AIDS (Economic Commission for Africa — Uganda 2003: 29). HIV/AID
has resulted into a significantly high dependency burden in the country. ‘Health poverty
trap” (Sacks et al 2004) explain, is a state of being trapped into low productivity capacity
and income deprivation due to ill health conditions and related health and social costs. The
causality may run both ways, according to some researchers. The HIV challenge and
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global disasters have also contributed to the continued poverty trends in the country (Sacks
et al 2004; Deininger and Mpuga 2005; Uganda Participatory Poverty Assessment Project
2 2002: 108).

The HIV/AIDS - adult prevalence rate: is an estimate of the percentage of adults (aged 15-
49) living with HIV/AIDS. Although the rates in Uganda have been falling over time
(Figure 7.5), the percentage rate of people living with AlDs is still significant and thus, has
an impact on the economy. One of the key challenges in achieving sustainable
improvements in poverty indicators are the high numbers of HIV infections. The World
Bank has strongly supported Uganda’s efforts in its efforts in the fight against AIDs by
committing to US$145m for HIV/AIDs related programmes. Sustained efforts by
government to combat the disease have resulted in a dramatic decline in the HIV
prevalence rate from 18.5% in the early 1990s to 6.4% in 2004 (World Bank Country Brief
2006).

Figure 7.5: HIV/AIDs Adult Prevalence Rate
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Prevalence of HIV dropped between 1992 and 1997, but the number of people who had
been previously infected and became ill with AIDS and died may have increased (Uganda

National Household Survey 1999; Economic Commission for Africa — Uganda 2003).

Furthermore, malaria has become more prevalent or virulent. Malaria is the leading cause
of morbidity in Uganda. Over 90 percent of the population live in highly endemic areas
with perennial transmission, while 10 percent are in low transmission areas which are
prone to malaria epidemics. Data collected by the Malaria Control Programme indicate that
the proportion of cases with fever among total medical cases has risen significantly
throughout the last decade. Anecdotal and participatory evidence also point to an increased
frequency and severity of malarial episodes. In 1999, the Uganda Participatory Poverty
Assessment Project (UPPAP) reported changes in the type of disease during the 1990s,
highlighting in particular deaths due to malaria and measles (UPPAP 1999).

Overall, about 55% of the population is not economically active. While there is no
detailed statistics about children and the ageing population living in poverty in Uganda, the
poverty profile in 1997 indicated that 54% of those living below the poverty line in
Uganda were children. Unemployment is high and poverty is massive aggravated by low
commaodity prices, uncontrolled urbanization, low skill levels and, insecurity, especially in
the northern region (Uganda Bureau of Statistics 2000). From the data above, it is clear
that the poverty levels in Uganda have fallen over the years, although they seem to have

levelled out for the last several years.

Due to the high unemployment rate, many Ugandans have been forced into Diaspora thus
creating a great debate about ‘brain drain versus brain gain’. According to Rena (2006), on
his debate on globalization and brain drain and brain gain in Africa, the benefits of
globalisation flowed primarily to the developed world and its principal trading partners.
One divergent school of thought examines brain drain from the perspective of the highly
detrimental effects arising from the loss of the, purportedly, brightest minds from
developing countries, thus weakening capacity for development. On the other hand,
representatives of the convergence school of thought argue that the problem of brain drain
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is over dramatized and is less critical than it is usually portrayed. They tend to emphasize
the beneficial consequences of migration for both the receiving country and the sending
country (Rena 2006; Beine, Docquier & Rapoport 2003; Carrington & Detragiache 1998).
However, the fact remains that remittances play a significant role in economic

development in African countries, Uganda inclusive (Rena 2006).

In 2006, remittances to Uganda were US$665.5 million in balance of payments, equivalent
to about 6.8 percent of GDP. The remittance outflows in 2006 were US$282.3 million,
resulting into net remittance position of US$383.2 million. Balance of payment estimates
of remittances for 1996 to 2000, averaged US$175.4 million per annum. The average
increased to US$339.2 million during 2001 to 2005 (Figure 7.6). The increase in
remittance flows may be partially attributed to the gradual liberalization of the foreign
exchange market that culminated in full liberalization of the capital account in 1997. With
liberalization, foreign exchange bureaus joined the market at the retail end thus enhancing

competition in the market.

Figure 7.6: Remittance Inflows to Uganda, 1996-2006
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Uganda’s unemployment rate has worsened over the years with college and university
graduates coming into a market that is already super saturated (Uganda Bureau of Statistics
2007). One of the problems is basically, the education system which despite the recent
efforts to reform the system, stills churns out job seekers. The major part of the system is
not geared to technical/ hands-on orientation. Consequently, there are so many youths
looking for jobs (The New Vision Dec 28, 2008). Secondly, with one of the fastest birth
rates in the world, without a commensurate growth in the economy, it is almost inevitable
that unemployment rates would be on the increase. Given this scenario, the hype on brain
drain, the researcher has concluded, may be misplaced. The country has no capacity to
absorb most of its potential working population and the working conditions are not that
attractive even for those who remain in the country (The New Vision Dec 28, 2008).
Certainly, the country needs its ‘brightest’ to stay and develop the country but the fact is
that with their jobs abroad, the remittances are in excess of what their monetary
contributions would have been, had they stayed. The government should put in place
measures to; create an enabling environment for opportunities for job creation; curb the
high population growth rate; further improve on education sector reforms; mainstream

remittances from the Diaspora et al (Bakunda 2009).

While poverty has fallen in Uganda since 1992, inequality has increased. Most analysis of
poverty reduction in Uganda have acknowledged this issue, recognizing that growth,
inequality and poverty reduction are tightly linked. If the increase in inequality could be
halted or reversed, the elasticity of poverty reduction to growth would be higher. Several
analysts have looked extensively at the determinants of this inequality, including (EPRC),
using the 2002/03 data, and (MFED/EPRC), using the 2005/6 data. As Uganda prepares
the new five year plan National Development Plan (NDP), a key issue is how to increase
the effect of growth on poverty reduction by reducing (or containing inequality) (Uganda
National Household Survey 2007).

Between 1992/93 and 2005/6, the poverty rate fell by 25% points from 56 to 31 percent
(Table 7.2). At the same time, national inequality in consumption per capita (as measured
by the Gini) rose from 0.37 to 0.41.
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Table 7.2: Poverty and Inequality

Poverty and Inequality in Uganda, 1992/93 — 2005/06
Poverty Headcount Gini Index Growth-inequality Decomposition of
1992/93 2005/6 1992/93  2005/06 Change in Poverty Headcount
Growth Effect Inequality Effect Total Change

National |56 31 0.37 0.41 -31 6 -25
Rural 60 34 0.4 0.43 -31 5 -26
Urban 29 14 0.33 0.36 -20 5 -15
Source: Uganda National Household Survey, 2007

Regional differences in employment creation, wealth, opportunities, poverty reduction and
civil strife have induced patterns of internal migration. Insecurity migration, a type of
movement often destructive to household endowments, is common only to the North in
Uganda’s recent history. Economic migration which usually reflects both above
subsistence living in the origin and the perception of even better opportunities in the
destination, is largely confined to the wealthier parts of central Uganda as well as to

Western rural (Uganda National Household Survey 2007).

It is in this dire poverty ridden context that this research attempts to analyze the World
Bank’s decentralization strategy.  Although poverty eradication is a multifaceted
phenomenon requiring a multi-pronged approach, this research attempts to ‘open the black
box* World Bank (2006), to try and establish the relationship between decentralization of
the donor agencies and the trend of poverty , the hypothesis being that such relationships
exists, albeit indirect ones and that they can be documented (Radelet 2006). Given the
limited research establishing such relationships, this research has filled in some gaps and in
so doing, brought new knowledge to this field of study. This thesis seeks to provide an
overview of the concepts of decentralization and poverty eradication by reviewing their
stated advantages and objectives, and critically assessing both their conceptual coherence
and their utility as operational and policy tools. It endeavours to operationalise these
concepts in order to be able to assess the extent to which such practices are being
implemented and what is required to fulfil the promises associated with these key words in
the contemporary development lexicon. However, the research recognises that to date,
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there is no unified theory of development due to the complexity paradigm thus,
necessitating a paradigmatic shift in which development theory and practice operate
sporadically. Missing or dismissing complexity is both a technical error and an ethical
mistake (Ciliiers 2005: 256). There is a host of literature pertaining to poverty eradication

but not its linkage the decentralization within donor agencies operations.

1.2 IMPACT OF THE IMPLEMENTATION OF THE DECENTRALIZATION STRATEGY

The core goals of the decentralization strategy are; increased responsiveness through
devolution of authority to the country offices; improved country ownership and
partnerships; integration of global and country knowledge and a cost effective Bank. The
five aspects of these goals have been examined individually over the period of study and
then, an attempt will be made to establish the relationships with the trend of poverty in
Uganda over the period of study. The theory of change or rationale underpinning the
Bank’s approach to decentralization is, stated at its simplest: ‘Investment in
decentralization will establish a more effective field presence. This in turn will enhance the
Bank’s development effectiveness and impact, contributing to sustained and cumulative
benefits in regional member countries’ (World Bank 2003). As previously stated, initial
research confirms that it is not possible to establish an unambiguous or an obviously causal
relationship between these factors but there is evidence, both quantitative and qualitative,

that some positive relationship does exist.

In light of the Bank and Government’s enhanced focus on results/impact on the ground, it
is important to review track record of past Bank-assisted projects/programmes in Uganda
in that light. The Bank disbursed about US$2,273 million of IDA resources to Uganda
through 47 projects/programmes that exited the portfolio between 1990 and 2004.
However, at the end of the day, success is determined by how the financial support affects
the quality of people’s lives on the ground rather than how much financial support was
received. The Bank’s Operations Evaluation Department (OED) carries out independent

assessments of completed Bank-assisted projects/operations to determine if they meet their
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development objectives, are likely to be sustainable, and create institutional capacity,

among other things. Key OED outcome indicators include:

Percentage of disbursements;
Achievement of development objectives;
Prospects for sustainability; and
Creation of institutional capacity.

PobdE

Review of data shows how well the Bank performed at project entry into the portfolio and
subsequent reviews showed Uganda to be ahead in overall performance in the Africa
Region. The Government played its role in terms of project preparation, implementation
and compliance with covenants, the OED, found (World Bank 2005).

7.2.1 Client Responsiveness

The chief preference for decentralization in the classical and current debates is in the
context of an organization that encourages motivation and creativity, accommodates
flexibility and individuality thus, allowing more innovation and efficiency (Drucker 1995).
This first and fundamental decentralization goal of the Compact was focused on the client
for whom the Bank’s vision of ‘A World Free of Poverty’ is all about. The World Bank
has positioned itself as a ‘Knowledge’ Bank, one of its main products being knowledge.
Knowledge arises from managing information and information is a vital resource. An
institution that is client-focused will be constantly collecting information, analyzing it and
making decisions on the basis of it and implementing these decisions (Brody 2003). This

is better done in a decentralized organization than in a centralized one.

Analyzing the impact of the implementation of the goals of decentralization on the trends
of poverty in Uganda °...is very high level, there are so many variables that affect poverty
levels, it is not possible to establish direct linkages between it and decentralization.
Decentralization is only a small part of the Compact, defined under ‘revamping
institutional capacity’. It is, therefore, difficult to attribute a significant portion of poverty

reduction to a small portion of the Compact’ (Ofwono 2009). Results from staff and client
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surveys and other qualitative feedbacks, however, suggest that decentralization has
increased understanding of country needs, strengthened country level policy dialogue,
increased client participation and enhanced consultation with partners for Poverty
Reduction Strategy Paper (PRSP) process. The PRSP process aims at fostering an open
and inclusive national dialogue among the stakeholders including government, civil society
groups and the wider population in order to ensure participation and ownership of the
strategy. Just as important, client ownership of programmes and projects is perceived to
have increased and the clients seemed to value the role of strengthened COs in dealing
with issues and providing greater outreach to civil society (World Bank 2004). Therefore,
in order to assess the indirect impact of decentralization on poverty reduction, this research
has also highlighted ‘how decentralization impacted on the flexibility, efficiency and

responsiveness of the Uganda country office, (Table 7.3) (Ofwono 2009).

Table 7.3 The World Bank Log frame
Narrative Indicators
Overall Goal: GDP
Poverty Reduction
Compact Objective: Trends in Portfolio size (Volume)
A flexible, efficient and responsive Trends in lapsed time (to effectiveness)
Country Office Trends in supervision budget
Outcomes:
Refuelled Business Activity Quality (at entry) of portfolio
Refocused Agenda Partnerships
Retooled knowledgebase Quality of staff (Qualifications/experience)
Revamped Institutional Capability Trends in size (roles) of country office

Source: Ofwono (2009)

Client responsiveness can be measured in both qualitative and quantitative terms.
According to the qualitative Uganda Client Surveys, 1999 and 2003 (appendices Il & 1V),
the Uganda country office has improved in terms of responding to the client’s needs. This
has been attributed to a growing presence of the staff based in the country thus enabling
more ‘face time’, and the appropriate delegation of authority to make decisions, thus
reducing the turnaround time that had previously been a problem when most of the

decisions were made from Washington. Some of the quantitative indicators are highlighted
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(Table 7.3) by the country’s portfolio performance indicators and the country’s

performance in Table 7.4 below.

Table 7.4 Uganda’s Portfolio Performance (FY99-08)

| FY99 [ FY00 | FY01 | FY02 | FY03 | FY04 | FY05 | FY06 | FY07 | FY08

Active Portfolio

No. Of Projects 24 24 24 23 21 19 22 19 19 19
Net Commitments 1031 1111 | 1210 | 864 961 887 1098 | 1044 | 1448 | 1305
(US $m)
New Commitments | 165 148 358 181 407 190 178 235 126 427
(US $m)
Total Undisbursed 517 531 414 485 598 768
begin FY
Portfolio Performance
Problem Projects 4 8 0 0 5 21 21 4.8 0 0
Projects at risk (5) | 17 8 4 9 5 32 35 4.8 11 11
1/
Commitments at 23 4 13 11 2 29 21 4 7 8
Risk (%) 1/
Disbursement Ratio | 29 26 21 17 18 17
(%) 2/
Practivity Index (%) | 100 100 100 73 100 100
3/
Realism Index (%) | 25 100 0 0 100 67
4/
Development Impact
Y%tage rated as 50 100 100 75 66.7 100
satisfactory
Average days to 222 228 192 293 167 187
effectiveness
Overdue audit | 80 93 85 29 55 0
reports
% not received by
due date
Definitions:

1/Includes problem projects (i.e. with unsatisfactory Implementation Progress (IP) and/or Development
Objective (DO) ratings) and potential problem projects (i.e. at risk of not meeting DO and/or IP).

2/ Ratio of the disbursements during the year to the undisbursed balance of the Bank’s portfolio at the
beginning of the year for investment projects only.

3/ Proactivity is defined as [# of projects that were problem projects 12 months ago, but for which proactive
actions have been taken within the year] / [# of projects that were problem projects 12 months ago].

4/ Realism is defined as [# of Projects rated as problem projects]/[#of Projects rated at Risk]. Problem
projects have DO or IP rated unsatisfactory. Projects at risk include both problem projects and potential
problem projects.

*Some of the data analyzes methodology changed between FY05 and FY08 and cannot be used to track
changes throughout the period

Source: Uganda Country Portfolio Performance Review (2004) and Uganda Joint Portfolio Review (2007)
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Between FY99 to FYO01, the net commitments increased, fell between FY02 to 04 but
picked up again in response to the client’s requirements for more development support
(Figure 7.17). However, this research reiterates that just increasing funding does not
necessarily increase the development impact or imply that the portfolio is delivering better
results.  Development has to be delivered in a holistic way and the interplay of the
different variables managed in order to ensure a positive outcome. However, as stated in
previous chapters, not all the variables are within the control of the World Bank and in any
case, the development arena is rife with complexities and paradoxes.

Client responsiveness can also be measures in the time it takes for the project to become
effective from the date of Board approval. Between FY99 to 04 (Table 7.4), the number of
days were on a steady decline implying an improvement in responsiveness to the client.

Uganda’s portfolio performance over time indicates how the country has responded to its
clients’ need and improvements have been recorded over the period of study (Figures 7.5

to 7.16).

Figure 7.7: Uganda Problem Projects at Risk and Commitments at Risk (FY99-
04)
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Figure 7.7 shows the country’s performance between FY99 to 04. At the closing of FY09,
two projects were classified as problem projects, Poverty Reduction Strategy Credit 7 (due
to slow disbursement caused by lack of compliance with prior action) and Programme for
Control of Avian Influenza (due to effectiveness delay due to lack of Parliament approval).
This resulted in Commitments at risk of US$210 million (15%). Although there were no
Potential Problem Projects, Private Sector Competitiveness 2, Local Government
Management Service Delivery Project, and Kampala Institutional and Infrastructure
Development Project all had two flags (efficiency delays, slow disbursement and country
flags)

Figure 7.8: Projects at Risk
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Figure 7.9: Commitments at Risk
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Figures 7.8 and 7.9 show comparisons of the Uganda portfolio’s performance in
comparison with the Africa Region and World Bank wide performances. For the period
under review, the Uganda projects with unsatisfactory implementation progress or
development objectives veered widely in comparison with the rest which maintained a
more or less straight line. In 2005 and 2008, Uganda had a comparatively higher rate of
projects at risk but in 2006, 2007 and 2009, they were significantly lower than the

institutional averages.

With regard to commitments at risk, Uganda’s performance was the same as the Africa

Region’s and institutional performances.
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Figure 7.10: Proactivity and Realism Indexes FY99-04
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The Realism and Proactivity indices for period FY99 to 04 are shown in figure 7.10. The
Realism index for Uganda in FY09 was 100%, compared to 59% for average of Africa
Region and 67% Bank wide (Figure 7.11). The Proactivity index for Uganda in FY09 was
100%, compared to 71% for average of Africa Region and 72% Bank-wide (Figure 7.12).

Figure 7.11: Realism Index
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Source: World Bank (2009)
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Figure 7.12:

Proactivity Index
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Figure 7.13: Disbursement Ratio — FY99-04
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The disbursement ratios for period FY99 to 04 are shown in figure 7.13. The ratio (for

investment operations) for FY09 (Figure 7.14) was 30% percent.

This was a slight

increase compared to FY08 (27.6%) and higher than the regional and WB average. By
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modality of disbursement, General Budget Support (i.e., PRSCs and other Development
Policy Lending operations) comprised 36% of the total actual disbursement over the past

fiscal year, while general investment lending comprised a total of 64%.

Figure 7.14:  Disbursement Ratios
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As of June 30, 2009, there were 19 active country operations in Uganda, with a total net
commitment of US$1,416,750 million equivalent (Figure 7.15).
Figure 7.15:  Uganda Trend of Portfolio Size
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The improvements in the overall portfolio (Figure 7.15) can be attributed to several other
factors that accompanied the increase in staff numbers in the country office, arising from
the decentralization strategy: The Uganda country office has also been able to leverage the
benefits of the Bank’s technology which is one of the best in the country (Acuc 2008).

One of the major issues the clients in Uganda had with the Bank was it infamous ‘one-Size-
fits-all” approach to development. The Bank responded by providing new instruments for
both investments and development policy loans and credits. The Bank also simplified its
procedures and processes (Okwero 2000), and changed its culture (Client Surveys 1999 &
2003) to be able to be more supportive to its clients and this, ultimately contributed to the

clients’ poverty reduction strategies.

The uninterrupted growth that the country has registered since 1987 is a remarkable
achievement. Private investment is high by African standards. Export diversification has
been impressive, and more recently the volume of exports has started to grow rapidly. All
this suggests that the current economic framework, generally, has served Uganda well.
Perhaps the first priority is to improve the country’s infrastructure (particularly roads and
electricity). Industrial type activities but also more modern forms of agriculture make
intensive use of infrastructure services. Also a review of whether the current institutional
structures are consistent with much higher levels of investment and improved service
delivery is required. Some attention also needs to be given to developing a focused growth
strategy instead of the broad range of uncoordinated and enterprise-specific interventions
that have been undertaken (Balihuta & Sen 2001; Uganda Human Development Report
2005: 5). Although it is not possible to prove a causal relationship, there is evidence that
the decentralization strategy has had a positive contribution to this growth by providing

new instruments for both investments and development policy loans and credits.

Furthermore, a change from a hierarchical to a matrix structure reduced the levels of

decision making thus increasing response time. The matrix also permitted the Bank to be

able to balance potentially conflicting objectives regarding global strategies and product

lines vs. locally customised programmes and services and this could be seen in the
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promotion of community participation, among other things (Okwero 2000). The matrix
also enhanced the delivery of services to clients, efficient allocation of specialist skills,
global and local knowledge leveraged by the growing contingent of both locally and
internationally recruited staff. Whereas local knowledge is fundamental to a country’s
poverty reduction strategy, global knowledge can be useful in the sense that some poverty
reduction mechanisms may have been tested and tried elsewhere, and may be applicable
locally. As discussed in the literature review in chapter 2, some of implementation
bottlenecks have been due to attempts to transplant ‘success stories’ from one place to
another without due consideration for the local conditions. This study, therefore, proposes
that an appropriate mix of local and customised global knowledge can have a synergetic

contribution to poverty eradication.

Although the staff skills renewal and strategic staff planning details for Uganda have not
been fully ascertained through secondary research, it is clear that the staff Bank wide skills
upgrade contributed to providing the staff with more relevant skills in the changing
environment. The most obvious changes occurred in the ‘Quality and Knowledge’ sector
which previously, had no staff based in the country offices. By the end of 2008, the
Uganda office had three procurement staff (one of them a regional staff member), and two
financial management staff (World Bank 2008). The Government of Uganda (GoU),
supported by the Bank initiated reforms in the public procurement and disposal sector in
1997 (the PPDA Act was passed in 2003), to address the following shortcomings:

Heavy clogging of tender requests and attendant bureaucratic delays;

Inefficiency;

Corruption and;

Lack of accountability and transparency (The Public Procurement and Disposal of
Public Assets Authority 2005).

el A

The presence of CO staff has enabled the Bank procurement staff to participate fully in

these reforms with the financial management staff providing the audit functions. Public

procurement constitutes a major part of the government’s borrowing agenda and it is a

highly sensitive arena given the immense opportunities for corruption. Bank policy

requires that projects be supervised to ensure that loan proceeds are only used for the
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intended purposes with due attention to economy, efficiency and sustainable achievement
of the project development objectives. This study finds that the daily presence of the
decentralized staff contributes to compliance to proper procedures and that funds are used
for the right purposes. Consequently, funds that could have been lost along these
processes, if utilized according to the stated purposes, have the potential to contribute to
poverty reduction. However, this study also finds, the level of corruption in Uganda is so
high (Transparency International, Global Integrity International, newspaper dailies etc) that
it seems that the battle has already been lost and the general population, is in a state of
apathy. Some propose that though considered extreme, the paradigm of attrition in which
man is seen as ‘wretched in the extreme’, ‘deceitful, power hungry, corrupt, vain, unjust..’
might have some truth based on empirical evidence (Baumer 1977: 79-83). Lack of
political will has been cited as the major culprit for these continued atrocities against the
population in Uganda. For example, the case involving two former ministers for the abuse
of Global Fund was reported in 2006 and was yet to be disposed of as of Sept. 28, 2009
(The New Vision 2009). Furthermore:

Whereas the Public Procurement and Disposal of Public Assets Act, 2003 and the
Leadership Code Act, 2002, have been enacted to counter conflicts-of-interest,
public officials still award themselves contracts through other people or
companies. Some have even awarded contracts to non-existing companies (Global
Integrity International 2008).

Whereas the laws for competitive bidding exist, they are not implemented,
especially when leaders in government have an interest in the contract. This has
happened in many government undertakings. For example, the contracting of the
exploration of Uganda's oil was not made public. Another example is the ongoing
CHOGM saga, where procurement of vehicles was done by a company belonging
to the Minister of Foreign Affairs, the Hon. Sam Kuteesa (Global Integrity
International 2010).

Justice without strength is helpless, strength without justice is tyrannical. Unable
to make what is just strong, we have made what is strong, just (Pensees 1670).

Civilisation, we insist, has been in decline...the contemporary human world

remains an unredeemable domain of vice, corruption, decadence and suffering..
(Baumer 1977: 95).
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As Prezworski and Ligmongi argued, ‘political institutions do matter for growth, but
thinking in terms of regime does not seem to capture the relevant difference’ (Prezworski
& Ligmongi in Allen & Thomas, 2000 378). Consequently, the debate has turned to the
role of good governance within democratisation and its relation to development. A wide
array of issues under ‘governance’ occupies centre stage in the current development debate
and the agenda of the IFIls. Good governance has emerged as a key area in both
development theory and practice. It is, increasingly, proposed as a means for development
and poverty reduction. Transparency, accountability, human rights, the rule of law,
participation and containment or elimination of corruption are considered key ingredients
of ‘good governance’ (Aubut 2004; Grindle 2004; Potter 2006; Rhodes 1996; Weiss 2000
& Wood 1999).

The essence of ‘governance’ captures ‘the manner in which power is exercised in
management of a country’s economic and social resources for development’ (World Bank
1992). The notion of good governance is relatively new and according the World Bank’s
own definition, governance encompasses political regime (World Bank 1994 & 2000).
Poor governance on the other hand includes arbitrary policy making, unaccountable
bureaucracies, enforced or unjust legal systems, abuse of executive power, a civil society
that is uninvolved in public life and widespread corruption (World Bank 1999b 7).
However, while recognising the importance of the political dimension, the Bank interprets
the concept restrictively, arguing that whether a government is democratic or not, falls
outside of its mandate. It, therefore, focuses on economic dimensions of